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The  Wings  of  Taiwan 


Island 
of 

Fascinating  Culture 


Early  Portuguese  mariners  sail 
ing  the  Western  Pacific  olf  the 
coast  ol  China  were  the  first 
Westerners  to  give  a  name  to 
Taiwan;  they  called  it  1 1  h a 
Formosa,  or  Beautiful  Island. 
Today  the  whole  world  calls  Tai- 
wan an  Asian  economic  power- 
house and  a  dynamic  exporter  ol 
increasingly  high-tech  products  such  as  computers. 
Fewer  Westerners  today  know  how  well  Taiwan  still  lits 
that  old  Portuguese  name,  and 
how  besides  being  a  treasure  trove 
of  spectacular  mountain  and 
coastal  scenery,  it  is  also  a  rich 
storehouse  ol  Chinese  culture. 
The  world's  greatest  single  reposi- 
tory ol  C  hinese  culture  through 
the  ages  is  the  National  Palace 
Museum  near  Taipei,  which 
houses  more  than  000.000  priceless  pieces  of  art  from  the 
collections  of  the  Chinese  emperors.  But  in  fact,  the  en- 
tire island  is  a  museum  ol  living  Chinese  culture.  Farm- 
ers till  their  rice  paddies  and  tea  plantations  just  as  their 
ancestors  did  centuries  ago.  They 
worship  in  the  same  temples,  and  they 
observe  the  same  yearly  cycle  of  tradi- 
tional celebrations  -  the  Chinese  New 
Year,  the  Fantern  Festival,  Crave 
Sweeping  Day,  the  Month  of  Ghosts, 
the  Dragon  Boat  Festival,  the  Moon 
Festival. 
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Each  of  these  festivals  has  its  own  special  loods.  but  the 
Chinese  people  of  Taiwan  enjoy  a  fantastic  range  of  the 
world's  finest  cuisine  all  year  round. 
Dining,  in  fact,  is  sure  to  be  among  the 
most  memorable  experiences  ol  any 
visit  to  this  island  of  culinary  de- 
lights. 

Adding  a  unique  aspect  to  Taiwan's 
culture  are  the  aboriginal  tribes 
known  to  the  Chinese  as  "mountain 
people."  While  some  ol  the  island's 

aborigines  reside  in  the  plains  most 
keep  to  the  rugged,  lorest-epvered 
mountain  ranges  that  cover  two- 
thirds  of  the  island;  more  than  100 
peaks  soar  above  10.000  leet,  pro- 
viding wild  and  wonderful  alpine 
scenery  that  is  unmatched  for 
beauty  in  this  part  of  the  world. 
Tropical  seashores  and  pristine 
beaches  complete  Taiwan's  allure  as  a  perfect  destination 
with  widely  varied  attractions  for  business  and  pleasure 
travelers  alike. 
Starting  in  January  1994, 
citizens  of  the  L'nited 
States  and  1  1  other  coun- 
tries can  enter  Taiwan  visa- 
free  lor  up  to  live  days. 
Getting  to  Taiwan  has  become  simplicity  itself  And. 
thanks  to  a  grow  ing  economy  and  a  resurgence  ol  tourism 
development,  there  is  more  to  see  and  do  on  this  island  of 
countless  fascinations  than  ever  before. 
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Is  it  the  gluo  factory  for 
poor  old  Elsie,  Borden's  long- 
time symbol  and  mascot? 
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"Everyone  was 
living  off  the  phe- 
nomenon of  this 
one  shoe.  And  no 
one  was  thinking 
about  tomorrow." 
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Multiply  your  business  productivity  with  an  AT&T  Business  Phone 
System  and  Multimedia  Communications  Products.  And  skip  your 
payments  for  90  days?  Get  the  power  to  share  voice,  data,  and  video 
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call  1  800  833-2233,  ext.  454  today.  Because  the  future  waits  for  no 
one.  And  this  lease  offer  ends  November  30. 
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'Lease  offer  available  through  AT&T  Credit.  Subject  to  credit  approval. 


Forbes 


■n  Editor 

JAMES  W.  MICHAELS 
Mi  Managing  Editor 

LAWRENCE  MINARI) 
Ha   Executive  Editor 

WILLIAM  BALDWIN 

Assistant  Managing  Editors: 

Howard  Banks,  Jean  A.  BriggS, 

Subrata  N.  Chakravarty,  Stewart  Pinkerton 

Art  Director:  Everett  Halvorsen 

Senior  Editors:  Phyllis  Bcrm.in,  Peter  Brimelow, 

William  G.  Flanagan,  Jetty  Flint,  Betty  Franklin,  Lisa  Gubernick, 

Thomas  JafFe,  Steve  Kichcn,  Robert  Len/ner,  Joshua  Lcvine, 

Dana  Weehsler  Linden,  Marlene  Mandel,  Fleming  Meeks, 

James  R.  Norman,  Howard  Rudnitsky,  Laura  Saunders, 

Matthew  Schifrin,  Harold  Seneker,  Merrill  Vaughn,  Jason  Zweig 

Contributing  Editors:  Norm  Alster,  George  Gilder, 

Richard  C.  Morais,  Richard  Phalon, 

Dero  A.  Saunders,  Jeffrey  Young 

Associate  Editors:  Dolores  Aksel,  Christie  Brown, 

David  C.  Churbuck,  John  R.  Hayes,  Rita  Koselka, 

Dolores  A.  Lataniotis,  Dyan  Machan, 

Joel  Millman,  Suzanne  Oliver,  Philip  E.  Ross, 

Leslie  Spencer,  Katarzyna  Wandycz 

Staff  Writers:  Graham  Button,  Amy  Feldman, 

Carolyn  T.  Geer,  Mary  Beth  Grover,  Eric  S.  Hardy, 

Nikhil  Hutheesing,  Paul  Klebnikov,  Randall  Lane, 

Brigid  McMenamin,  Zina  Mpukheiber,  Neil  Weinberg 

Reporters:  Michael  Schuman,  Deputy  Chief;  Alexandra  Alger, 

Riva  Atlas,  Marc  E.  Babej,  Marc  Ballon,  Kyle  T.  Blood, 

Kate  Bohner  Lewis,  Lisa  Bransten,  James  M.  Clash, 

Vieki  Contavcspi,  Justin  Doebele,  David  S.  Fondiller, 

Toddi  Gutner,  William  Heuslcin,  Stephen  S.  Johnson, 

Robert  La  Franco,  Philippe  Mao,  Maria  Matzcr,  Michael  Noer, 

Nancy  Rotenicr,  James  Samuelson,  Lisa  Sanders,  Maura  Smith, 

Esther  Wachs  Book,  Frank  Wolfe 

Washington  Bureau:  Janet  Novack,  Cristina  von  Zeppelin 

West  Coast:  Damon  Darlin,  Manager; 

Julie  Pitta,  Nina  Munk,  Seth  Lubove 

Midwest:  Gary  Samuels,  Manager;  Marcia  Berss 

Southwest:  Christopher  Palmeri,  Manager; 

Toni  Mack,  R.  Lee  Sullivan 

Southeast:  Matt  Walsh,  Manager 

Europe:  Peter  Fuhrman,  Manager 

Pacific:  Andrew Tanzer,  Manager  (  Hong  Kong), 

Gale  Eisenstodt,  Manager;  Kazumi  Miyazawa  (Tokyo) 

Columnists:  David  Dreman,  Kenneth  L.  Fisher, 

Joseph  R.  Garber,  Mark  Hulbert,  Michael  Novak, 

A.  Gary  Shilling,  Thomas  So  well,  Ben  Weberman 
Art  Departnicnt:  Roger  Zapke,  Deputy  Art  Directoi ; 
Ronda  Kass,  Robert  Mansfield,  Andrew  Christie, 
Associate  Art  Directors;  Alexandra  Gregson, 
Meredith  Nicholson,  Catherine  Bellahca,  Photo  Editors; 
Regina  Flanagan,  Picture  Research 

Statistics:  Donald  E.  Popp,  Editor;  Ann  C.  Anderson,  Senior 

Editor;  Scott  DeCarlo,  Tina  Russo  McCarthy,  Steven  Ramos, 

Gilbert  Steedley,  Susan  Wong,  Associate  Editors;  Mitchel  Rand, 

Senior  Programmer;  John  Chamberlain,  Alexandr  Kaganovich, 

Programmers;  Eileen  Henderson,  Gustavo  Lombo, 

Shlomo  Z.  Reifrhan,  Susan  Yu,  Brian  Zajac,  Researchers 

Copy  Desk:  John  D'Antonio,  Deborah  Markson-Katz, 

Hugo  Moreno,  Gilda  Roberts,  James  Shahcen;  Karl  Shmavonian 

Proofreaders:  Arthur  Abramowitz,  Chief; 

David  J.  Fleischmann,  Deputy;  Susan  R.  Goldberg, 

James  Neu,  Aurora  Northland,  Eve  Sorel 

Director  of  Information  Services:  Anne  P.  Mint/ 

Information  Center:  Cynthia  Crystal,  Clarita  Jones, 

Naomi  Prall,  Irene  Richards,  Linda  Stinson,  Velma  Van  Voris, 

Information  Specialists;  Luis  Coilazo  Jr.,  Jaculine  Daniel, 

Michael  DeVonish,  Queenie  Flake,  Robert  Yaeoub,  Staff 

Director  of  Manufacturing  and  Production:  John  J  Romeo; 

Robert  M.  Rosengarten,  Edward  B.  Morgan,  Peter  I.  Pallatis; 

Donald  Althoff,  Peter  Althoff,  Alan  Biederman,  Joseph  DeGray, 

Linda  Byron  Glueksman,- Amjad  N.  Qureshi 

Director  of  Photocomposition:  James  Cianclli; 

Mark  Decker,  Richard  Nobile,  Bill  Basham;  Paul  Caruso, 

James  Shanley 

Director  of  Editorial  Information:  Raymond  F.  Healey  li 
warn  FOUNDED  IN  1917 

B.  C.  FORBES,  Editor-in-Chief  1 1917-1954) 
MALCOLM  S.  FORBES,  Editor-in-Chief  ( 1954-1990) 
N*5   PAID  CIRCULATION 

OVER  765,000 

Printed  in  U.S.A. 


Matthew  Schifrin 


Walking  the  aisles 

Interviewing  |TOP  management  and  power- 
lunching  with  experts  is  one  way  of  gathering 
information.  Expending  shoe  leather  is  another. 
Our  Matt  Schifrin  is  a  big  believer  in  shoe  leather 
journalism. 

Says  he  of  his  reporting  for  our  cover  story:  "I 
probably  learned  the  most  about  Borden  by 
patrolling  supermarket  aisles.  The  pitiful  state  of 
'Borden's  brands  is  evident  to  any  shopper.  In 
many  cases  its  packaging  is  even  less  attractive 
than  private-label  alternatives.  Last  Saturday  I 
was  in  a  Pathmark  on  Long  Island  and  I  noticed 
the  uniformed  Frito-Lay  delivery  man  was  neatly 
stacking  his  shelves  with  fresh  bags  of  chips  and 
pretzels.  Borden's  section  was  half  as  big,  with  bags  of  Wise  chips 
strew  n  about  and  some  sections  low  on  product. 

"I  also  visited  an  a&p  in  Massachusetts.  Borden  was  offering  1- 
pound  boxes  of  Prince  spaghetti  for  59  cents  and  2-pound  boxes  for 
$2.29.  Could  Borden  think  consumers  would  be  stupid  enough  to 
buy  the  2-pound  box  at  nearly  four  times  the  cost  of  the  1  -pounder? 
This  is  one  example  of  how  Borden  has  lost  touch  with  the  market." 

Schifrin  found  Borden's  numbers  as  tattered  as  its  marketing. 
"One  of  the  most  critical  parts  of  reporting  the  story  was  understand- 
ing Borden's  financial  statements  and  convoluted  bookkeeping," 
Schifrin  says.  Talking  with  Borden's  bankers,  its  competitors  and 
customers  rounded  out  the  reporting  for  "Last  legs?'1  Page  150. 

There,  but  for  the  grace  . . . 

In  RESEARCHING  THE  Veterans  Administration  medical  system,  Jerry 
Flint  felt  personal  involvement.  He  says:  "I  was  walking  into  this  VA 
hospital  in  West  Virginia,  and  there  outside,  right  in  front,  were  10  to 
12  guys  in  wheelchairs.  They  were  old,  shriveled,  one  didn't  have  any 
legs.  They  were  having  a  smoke,  because  you  can't  light  up  inside  the 
hospital  anymore.  I  did  my  three  years  [in  the  military]  a  long  time 
ago,  but  I  thought,  'There,  but  for  the  grace  of  God,  is  me.'  "  For  all 
his  empathy,  Flint  points  out  there's  too  much  political  pork  in  the 
VA,  not  enough  sense  of  service.  With  vets  a  dwindling  breed,  what's 
ahead  for  the  VA?  Page  140. 

Glass  warfare 

In  an  issue  of  Forbes  produced  20  years  ago,  I  found  this  quotation, 
which  dates  from  1919.  ".  .  .  governments,  being  many  of  them  at 
this  time  reckless  in  their  methods  as  well  as  weak,  seek  to  direct  on  to 
a  class  known  as  'profiteers'  the  popular  indignation  against  the  more 
obvious  consequences  [of  government's]  vicious  methods.  These 
'profiteers'  are  the  entrepreneur  class  of  capitalists,  that  is  to  say,  the 
active  and  constructive  element  in  the  whole  capitalist  society.  ...  By 
directing  hatred  against  this  class,  governments  are  .  I  .  fast  render- 
ing impossible  a  continuance  of  the  social  and  economic  order." 

Wise  words,  ignored,  alas,  by  those  in  power  in  Washington,  who 
have  a  nasty  habit,  when  blocked,  of  blaming  their  check  on  greedy 
business  people — e.g.,  "profiteers."  It  would  be  good  for  the  souls  of 
these  pols  if  not  for  their  votes  if  they  heeded  the  warning.  The  author* 
No  right-wing  apologist  for  big  business  but  John  Maynard  Keynes. 
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Once  agaia 
the  safest 
insurance  company 

in  America  is 
headquartered  in: 

£few  York 
—Boston 
—Hartford 
—Philadelphia 

— Chicago 

Columbus,  GA. 

For  the  second  year,  Financial  World  has  looked  beyond  the  traditional 
money  centers  and  found  the  nation's  safest  insurance  company  in 
Columbus,  Georgia,  headquarters  of  AFLAC.  We  have  only  one  thing  to 
say  about  that.  Surprise.  For  more  information,  call  1-800-99  AFLAC 
(1-800-992-3522).  Or  write  AFLAC  Worldwide  Headquarters, 
1932  Wynnton  Road,  Columbus,  Georgia  31999. 

Insuring  Over  38  Million 
People  Worldwide 


Financial  World  is  the  nation's  oldest  business  magazine,  with  a  biweekly  circulation  of  over  500,000. 
©1993  AFLAC  Incorporated.  All  rights  reserved. 
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GETTING  SMALLER  I 


AtAMBAQ  we're  dedicated  to  making  bond  deals  fly  smoothly.  Whether  they're  large  transactions  or  smaller  issues.  In  fact,  afi 
recognizing  that  smaller  issuers  often  have  different  requirements  than  larger  issuers,  we  became  the  first  insurer  to  establish  a  sent 
team  whose  only  responsibility  is  to  underwrite  smaller  general  obligation  issues.  We  also  formed  a  group  dedicated  to  insuring  smak 
utility  bonds.  Even  in  times  when  the  volume  of  large  transactions  is  high,  they'll  respond  quickly  and  remain  focused  on  your  de, 


[HAT  GREW 

>ARK  FUNDED, 

V  BOND  INSURED, 

LE  COMMITTED  TO 
IES  OFF  THE  GROUND. 

.It's  further  proof  of 'AMBAC's  commitment  to  the  municipal  bond  market.  Both  large  and  small  issuers  can  look  to  us  for  timely 
'onse.  Not  to  mention  the  strength  of  our  Aaa/AAA/AAA  ratings  and  over  $1  billion  in  capital.  If  you're  working  to  get  a  smaller  issue 


2nd  away  contact  Carl  Dincesen,  First  Vice  President,  Public  Finance  Underwriting  at  21 2-208-3401. 
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Off  the  map 

"We  had  absolutely  no  doubt  we 
would  succeed."  It  was  with  such 
confidence  that  Judith  Flynn  two 
years  ago  talked  about  Geonex,  the 
computerized  mapping  firm  she 
had  founded  with  husband  Harold  in 
1976  and  turned  into  a  $68  million 
(revenues-)  industry  powerhouse.  At 
the  time  Forbes  bullishly  portrayed 
the  company  (Mar.  30,  1992),  Geo- 
nex's  market  cap  was  $32  million. 
Today  Geonex  and  its  shares  are 


Harold  and  Judith  Flynn  of  Geonex 

Their  mapping  firm  stranded  investors. 


virtually  worthless.  What  went 
wrong?  Keen  to  keep  the  firm  grow- 
ing, the  Flynns  loaded  on  as  much  as 
$16  million  of  debt,  about  double 
the  equity,  in  part  to  acquire  smaller 
rivals.  That  left  Geonex  vulnerable 
when  utilities  began  to  cut  back  on 
mapping  projects. 

As  Geonex's  revenues  fell  24%  in 
the  two  years  through  March  1994,  it 
lost  $20  million  and  tailed  to  repay 
creditors.  Its  stock  has  fallen  from  a 
$17.50  high  in  May  1991  to  12 
cents  and  has  been  delisted  by  Nas- 


daq. First  Union  National  Bank  of 
Florida  recendy  unloaded  $22  million 
in  Geonex  debt  for  33  cents  on  the 
dollar.  "We  don't  think  management 
is  up  to  the  challenge,"  says  First 
Union  Vice  President  Lewis  Messer. 

What  do  the  Flynns  say?  Forbes 
was  told  they  were  vacationing 
aboard  a  yacht  and  unavailable  for 
comment. 

-Esther  Wachs  Book 

Hot  wheels 

Last  fall,  when  Honda  Motor's 
sales  had  declined  for  three  straight 
years,  we  predicted  that  the  down- 
trend would  soon  be  reversed  (Sept. 
13,  1993).  One  reason  for  our  opti- 
mism was  that  Honda  had  slashed 
50%  oft  its  development  costs  for 
the  new  Accord. 

It's  turned  out  that  Honda's  pen- 
ny-pinching ways  didn't  compromise 
quality:  The  new  Accord  is  Motor 
Trend's  import  car  of  the  year.  With 
prices  up  less  than  3%  from  1993,  it 
has  also  scored  big  with  budget-con- 
scious customers.  Through  July, 
205,000  Accords  have  been  sold,  up 
24%  from  last  year.  That  sales 
growth  is  over  double  the  industry's 
pace  and  has  put  the  once  bestsell- 
ing  Accord  into  a  close  second  behind 
Ford's  Taurus,  with  220,000  sales 
through  July. 

That's  an  impressive  start,  but 
Honda  will  have  to  extend  the  Ac- 
cord's winning  ways  to  other  mod- 
els to  turn  itself  around.  Profits  re- 
main skimpy.  And  new  challenges 
are  just  around  the  corner:  For  the 
1995  model  year  Ford  will  launch 
the  Contour  and  Mercury  Mystique 
and  Chrysler  will  introduce  the  Cir- 
rus and  Dodge  Stratus — all  aimed  di- 
rectly at  Accord  buyers.  Among 


Honda's  1994  Accord 

New  design  and  old  pricing  are  a  hit. 
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VACHERON  CONSTANTIN 

Geneva  since  1755 


If  You  Had  Invested  $10,000  at  the  inception  of 
our  Legg  Mason  Value  Trust,  it  would  now  be 
worth  $61,392. 


ONE  YEAR  

FIVE  YEAR 

|  TEN  YEAR  PERFORMANCE  | 

LIFE  OF  FUND 

4.8% 

7.06% 

12.25% 

16.03% 

6/30/93-6/30/94 

6/30/89-6/30/94 

6/30/84-6/30/94 

4/16/82-6/30/94 

For  thousands  of  investors,  the  Legg  Mason  Value  Trust  fund  has  provided  a  sensible 
way  to  take  advantage  of  uncommon  values  in  common  stocks  over  the  last  ten  years.  If  you 
had  invested  $10,000  on  April  16, 1982,  and  reinvested  dividends  and  capital  gain  distribu- 
tions, your  investment  would  have  grown  to  $61,392  as  of  June  30,  1994.  There  are  no  front 
end  or  back  end  sales  charges  to  purchase  shares  of  the  Legg  Mason  Value  Trust.  If  you  would 
like  to  know  more  about  the  Value  Trust,  call 

1-800-822-5544 

for  a  free  prospectus  containing  more  complete  information,  including  management  fees,  distri- 
bution fees,  and  other  expenses.  Please  read  it  carefully  before  investing  or  sending  money. 

The  investment  return  and  principal  value  of  an  investment  in  the  fund  will  fluctuate  so 
that  an  investor's  shares,  when  redeemed,  may  be  worth  more  or  less  than  their  original  cost. 
The  returns  shown  are  based  on  historical  results  and  are  not  intended  to  indicate  future  perfor- 
mance. Calculations  assume  reinvestment  of  dividends  and  capital  gain  distributions,  and  are 
not  adjusted  for  income  taxes  payable  on  those  amounts  by  taxable  accounts. 


LEGG 
MASON 


LEGG  MASON  WOOD  WALKER,  INC. 

An  Investment  Tradition  Since  1899  •  Member  NYSE 


Member  SIPC 


HUGS  ARE 
FREE,  TOO 


■  WORKING 
MIRACLES 
EVERY  DAY 


Roy  Stanek 


Honda's  responses:  the  first  V-6  Ac- 
cord and  an  Accord-based  minivan. 

-Steve  KicHE>i 


Dressing  Wisconsin 

"It's  not  what  is  selling  in  Milan 
but  what  is  selling  in  Des  Moines 
that's  important  to  us."  So  Youn- 
kers  Chairman  W.  Thomas  Gould 
said  to  Forbes  a  year  ago  (July  19, 
1993)  about  the  department  store's 
buying  strategy.  We  figured  that  the 
$598  million  (fiscal  1993  revenues) 
company's  grass-roots  feel  for  its 
midwestern  customers  was  a  great 
recipe  for  success. 

Well,  it  turns  out  that  Younkers' 
grip  on  regional  tastes  wasn't  quite 
what  we'd  figured.  Instead,  Des 
Moines-based  merchandising  manag 
ers  loaded  up  their  18  newly  ac- 
quired Wisconsin  stores  with  Ralph 
Lauren  and  other  costly  name- 


Younkers  store  interior 

Getting  a  grip  on  midwestern  tastes. 


brand  garments.  Younkers'  sales 
plunged  early  last  year  and  it  slipped 
briefly  into  the  red.  By  this  lune  its 
stock  was  down  66%  from  its  1993 
high,  to  12V4. 

Don't  count  Younkers  out.  It  has 
restocked  Wisconsin  stores  with  less 
expensive,  down -home  brands  like 
Dockers.  Second-quarter  (through 
July),  earnings  hit  $901,000—10 
cents  per  share,  versus  a  4-cent  loss  a 
year  ago.  And  the  stock  is  back  up  to 
a  recent  \7Vz.  "Second-quarter  earn- 
ings exceeded  analysts'  estimates 
and  our  own,"  says  Chief  Financial 
Officer  Alan  Raxter.  "Our  strategy 
seems  to  be  coming  to  fruition." 

-Justin  Doebele  wt 
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Reduce  your  estate 
tax  costs  up  ta  901 

If  you're  worth  $  3  million  or  more,  Uncle  Sam  is  going  to  take  more  than 
55%  of  every  dollar  you've  worked  so  hard  to  leave  for  your  loved  ones. 
Unless  you  do  something  to  protect  your  estate  now! 

Do  I  have  your  attention?  I  hope  so,  because  with  my  Die  Rich  And  Tax 
Free  System,  I  can  help  reduce  your  estate  tax  costs  up  to  90%*,  leverage 
your  IRA,  pension  or  annuities  ten  to  twenty  times  and  make  your 
Municipal  Bonds  both  income  and  estate  tax  free. 


"Barry  Kaye  convincingly 
conveys  that  insurance  can 
not  only  preserve  worth, 
but  increase  it." 

Malcolm  S.  Forbes,  Jr. 

President  &  Editor-in-Chief,  Forbes  Magazine 


Some  of  America's  wealthiest 
families  have  already  dramati- 
cally reduced  their  estate  tax 
costs  as  a  result  of  my  Wealth 
Creation  and  Preservation 
Concepts.  If  you  are  over  age 
60,  and  can  qualify,  you  can 


too.  Ask  for  my  FREE  REPORT 

12  Wealth  Preservation  Methods,  and  learn  how  you  can  use  often  over- 
looked planning  strategies  to  protect  your  estate  from  forced  liquidation 
which  can  steal  your  children's  legacy.  Discover  how  you  can  maximize 
the  earning  power  of  your  discretionary  funds,  enabling  you  to  pass 
on  nearly  two  times  more  money  to  your  heirs. 

I  urge  you  to  call  or  send  for  12  Wealth  Preservation  Methods.  In  this 
valuable  FREE  report  I  outline  the  easy  steps  you  can  take  to  legally 
avoid  making  unnecessary  mistakes  that  may  drastically  reduce  the 
value  of  your  estate.  Better  still,  ask  for  a  proposal  customized  to  your 
specific  financial  situation  and  find  out  how  I  can  help  you  save  a  for- 
tune in  estate  tax  costs.  Both  the  report  and  the  proposal  are  absolutely 
FREE  and  there  is  no  obligation  to  buy  anything.  Ever! 

CALL  TOLL  FREE  1-800-343-7424 


Barry  Kaye,  America's  #1  estate  planning  expert ,  founder 
and  chairman  of  Wealth  Creation  Centers,  is  the  author  of 
four  best  selling  books  on  life  insurance  and  estate  tax  cost 
discounts. 


Wealth  Creation  Centers™ 

America 's  Foremost  Estate  Tax  Cost  Discount  Specialists 

Barry  Kaye  Associates 

1901  AVE  OF  THE  STARS,  LOS  ANGELES,  CA  90067 
1-800-662-5433  310-277-9400         FAX  310-282-0775 

•Discounted  tax  costs  based  on  current  assumptions,  other  requirements  and  a  last-to-die  life  insurance  policy  or 
an  individual  policy.  ©  1994 


DIE 
RICH 

AND  TAX  FREE! 


A  book  for  people  who  want  to  make 
and  save  millions 

Barry  Kaye,  trusted  authority  on  wealth 
creation  and  preservation,  tells  all! 
Learn  how  to  turn  $1 00,000  a  year 
into  $86  million;  reduce  your  55% 
estate  tax  bracket  to  1 0%  or  less; 
increase  your  IRA  or  pension  1 0  to  20 
times;  multiply  your  annual  tax-free 
gifts  1 00  times  and  increase  your 
$600,000  estate  tax  exemption  manyfold. 

Give  the  gift  today  that  will  be 
remembered  for  many  tomorrows 

It's  a  fact  that  when  you  die,  50%  of 
your  estate  may  go  to  the  tax  collector. 
There  is  a  way  to  discount  your  estate 
tax  costs  up  to  90%,  but  you've  got  to 
do  something  about  it  now! 

Don't  wait  another  minute! 

Send  for  Die  Rich  And  Tax  Free  today 
and  learn  Barry  Kaye's  secrets  of  how 
to  use  insurance  to  preserve  and 
increase  your  worth.  Call  or  mail  the 
coupon  today  and  find  out  how  you 
too  can  Die  Rich  And  Tax  Free!  There's 
no  obligation,  of  course,  except  to  the 
ones  you  love. 


1.95 


Book  &  Video,  a  $60  Value 
only 

29 

Purchase  Die 
Rich  And  Tax 
Free!  for 

$29.95  and 
receive  Barry 
Kaye's  half- 
hour  video, 
also  a 

$29.95  value, 
absolutely  free!  This  special  two-for- 
one  offer  is  available  only  through  this 
ad,  so  act  now  to  receive  this  great  value. 

Call  now  or  mail  coupon  today 

1  -800-662-5433 


Please  send  Die  Rich  And  Tax  Freel,  the  book 
&  video.  I  am  enclosing  $29.95  plus  $4.10 
for  S&H  California  residents  please  add  $2  47 
sales  tax. 


Address 

City 

State 

Zip 

Phone  Home  (  ) 

Bus  (  ) 

Viso  MC  Cord# 

Exp  Dole 

©  1994 
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Oink! 

CALIFORNIA'S  insurance  commis- 
sioner, John  Garamendi,  who  recent- 
ly lost  the  Democratic  gubernato- 
rial nomination  to  Kathleen  Brown, 
has  called  insurance  companies 
"greedy  pigs  at  the  trough."  Now 
California  insurance  associations  re- 
port that  Garamendi  called  them  with 
personal  pleas  to  buy  tickets  to  a 
$5,000-a-head  fundraiser  held  in 
Washington,  D.C.  on  Aug.  4  to 
help  retire  his  estimated  $1.4  million 
campaign  debt. 

Not  surprisingly,  Garamendi's 
request  wasn't  met  with  enthusiasm. 
Says  James  Snyder,  president  of  the 
Personal  Insurance  Federation  of  Cal- 
ifornia: "There's  a  certain  irony  to 
all  this."  Maybe  John  should  have  put 
the  arm  on  Leon  Black,  the  New 
York  financier  who  got  rich  off  a  deal 
Garamendi  handed  him  involving 
assets  of  busted  First  Executive  Life 
(Forbes,  Mar.  14).      -Nina  Munk 

Curried  celluloid 

For  years  the  only  American  mov- 
ies shown  in  India  were  released  only 
in  their  original  English-language 
versions.  Why  no  dubbing?  Wasn't 
worth  it;  Indian  governmental  pro- 
tection of  that  nation's  huge  film  in- 
dustry effectively  froze  the  U.S.  stu- 


A  scene  from  "Cliffhanger" 
Will  Stallone  be  a  Hindi  hit? 


dios  out.  Remittance  rules  allowed 
Hollywood  to  collectively  take 
home  only  $6  million  a  year. 

But  with  India  having  recently 
relaxed  its  protectionism,  the  pros- 
pect of  reaching  hundreds  of  mil- 
lions of  moviegoers  has  studios  racing 
to  dub  recent  hits  into  Hindi,  Tamil 
and  Punjabi.  Universal  has  released  a 
Hindi  Jurassic  Park.  From  Disney 
will  come  Aladdin;  and  from  TriStar, 
Clifflj anger.    — Robert  La  Franco 

Generations  gap 

On  Nov.  18  Star  Trek  Generations, 
Paramount  Pictures'  latest  install- 
ment in  the  movie  adventures  of  the 
starship  Enterprise,  will  hit  theaters. 
The  plot  has  Captain  Jean-Luc  Pi- 
card  and  his  crew,  from  the  recent  hit 
TV  show  Star  Trek:  The  Next  Gener- 
ation, joining  forces  with  the  indomi- 
table Captain  James  T.  Kirk,  from 
the  original  Star  Trek  TV  series  and  the 
previous  six  movies. 

Somehow,  a  copy  of  what  pur- 
ports to  be  the  script  has  apparently 
gotten  onto  the  Internet.  To  Para- 
mount's  distress  no  tractor  beam  can 
bring  it  back. 

Here's  a  peek  at  some  of  the  sup- 
posed dialogue  between  Enterprise 
captains,  past  and  present: 

Picard:  "We  have  to  go  back  to  a 
planet  called  Veridian  III  and  stop  a 
man  from  destroying  a  star.  There 
are  millions  of  lives  at  stake." 

Kirk:  "You  said  history  considers 
me  dead.  Who  am  I  to  argue  with 
history?" 

We  won't  spoil  the  fun  by  giving 
away  the  ending,  but  Trekkies  should 
find  the  movie,  as  the  villainous 
Klingons  might  say,  Toh-pak-cha! 
(Glorious! ).  -Jordana  Horn 


gj  Try,  try  again 

In  July  Las  Vegas  mogul  Kirk  Ker- 
^    korian's  MGM  Grand  Inc.  announced 
plans  to  build  a  big  hotel/casino. 
Name:  New  York,  New  York.  Loca- 
tion: across  the  street  from  its  huge 
MGM  Grand. 

Next,  the  billionaire  plans  to  turn 
his  MGM  Grand  Air  subsidiary  into  a 
commercial  airline  again.  Founded 
in  1987  to  offer  first-class  and  luxury- 
class  service  to  Las  Vegas,  MGM 
Grand  Air  fell  victim  to  the  fare  wars 


An  MGM  Grand  Air  cabin 
Welcome  aboard,  high-rollers. 


and  in  recent  years  has  been  in  the 
charter  business,  ferrying  around  cus- 
tomers like  Madonna  and  the  White 
House  press  corps.  Starting  Sept.  8  its 
six  planes,  fresh  from  a  $6  million 
facelift,  will  offer  "Golden  Triangle" 
service  between  New  York  and  Las 
Vegas  (round  trip,  $1,032,  including 
an  eight-course  meal),  and  between 
New  York  and  Los  Angeles  (round 
trip,  $1,400). 

MGM  Grand  Air's  ideal  passenger: 
someone  with  a  salary  of  $200,000  or 
more  who  can  afford  to  blow  at  least 
$25,000  at  Kerkorian's  Las  Vegas 
Strip  gaming  tables.  -Frank  Wolfe 

GoDaddy-O 

Chrysler  got  a  ton  of  publicity  a 
couple  of  years  ago  when  it  intro- 
duced the  two-seat,  V-10  Viper. 
And  while  only  about  2,000  have 
been  produced  so  far  this  year,  the 
sports  car  has  pulled  its  weight  by 
helping  sell  other  models.  Custom- 
ers come  in  to  see  the  Viper  but  may 
buy  a  Dodge  Intrepid  or  Neon. 

So  the  Viper  may  get  some  even 
snazzier  company.  Chrysler  manage- 
ment is  leaning  toward  giving  the 


Chrysler's  Prowler 
Hot  wheels  for 
the  hot-rod  set? 


1 8 


Forbes  ■  September  12,  1994 


green  light  to  the  Prowler,  a  modern, 
honest-to-goodness  hot  rod  that 
would  boast  an  aluminum  body  and 
24-valve,  six-cylinder  engine,  sell 
for  $35,000  or  so,  and  hit  the  market 
in  late  1997. 

Besides  generating  publicity,  the 
Prowler  will  give  the  automaker  more 
experience  working  with  aluminum 
bodies.  (Chrysler  built  some  Neon 
test  models  in  aluminum;  Ford,  a 
handful  of  aluminum  Tauruses.) 

Why  the  increased  interest  in  alu- 
minum? Because  its  lower  weight 
helps  with  mileage  and  makes  cars 
go  like  the  blazes.        -Jerry  Flint 

Fidel's  bellwether 

WHAT'S  BAD  FOR  Fidel  Castro  is 
good  for  speculators  in  Republic  of 
Cuba  bonds.  Outstanding  are  $44 
million  Cuban  4V2S  of  1937  that  were 
due  in  1977,  in  default  since  the 
bearded  dictator  seized  power  over  a 
third  of  a  century  ago. 

Trading  volume  has  picked  up 
smartly  over  the  past  year  on  the  New 
York  bond  exchange,  their  price 
leaping  from  45V2  to  527/s  in  just  two 
mid-August  trading  days  amid  news 
of  renewed  unrest  on  the  impover- 
ished island.    -STEPHEN  S.  JOHNSON 

The  price  of  pride 

Since  last  fall  the  shares  of  Hous- 
ton Industries  have  dropped  from 
around  50  to  34,  with  its  subsidiary 
Houston  Lighting  &  Power  under  in- 
vestigation by  the  Texas  state  public 
utility  commission,  which  says  it  over- 
charged consumers.  This  could  end 
up  in  lost  earnings.  Then  there's  Aus- 
tin, Tex.'s  $125  million  suit  against 
Hi  over  costs  allegedly  incurred  while 
the  South  Texas  Project  nuclear 
power  plant  was  idled  for  repairs. 

Is  the  company  tightening  its 
belt?  Not  so  much  that  it  didn't  dis- 
patch an  executive  to  Italy  to  inspect 
marble  for  the  lobby  of  the  $40  mil- 
lion headquarters  it's  renovating  in 
downtown  Houston. 

Sniffs  a  Houston  Industries 
spokesman:  "We're  not  going  to  put 
up  a  building  and  have  it  look  differ- 
ent from  the  others  downtown.  We'll 
have  something  that  will  make 
Houston  proud." 

-R.  Lee  Sullivan  m 
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WHER 


Only  Olympus 
elevates 
Microcassette'" 
recording  to  the 
way  you  live, 
work  and  think. 
To  an  earphone 
made  almost 
iveightless, 
playing  yesterday  's 
meeting 
on  today  's 
flight 
home. 


Don't  buy  life  insurance 
until  you  call 

1-800-552-3553. 

You'll  find  out  about  a  new  kind  of  insurance: 

•  NO  Sales  Loads 

•  NO  Surrender  Charges 

•  High  Immediate  Cash  Value 

•  Tax-deferred  Interest 

•  Full  Cost  Disclosure 

•  Expert  Direct-to-ConsumerService 
Barron's,  Forbes,  U.S.  News,  Newsweek  -  and  the  National 
Insurance  Consumer  Organization  -  say  it's  important  to  know 
about  Low-Load  Universal  Life  from  Ameritas  Life,  a  107-year-old, 
top-rated  mutual  company. 

Call  today  for  your  free  personal  proposal. 

1-800-552-3553 

VERITAS 

A  direct-to-consumerservice 
of  Ameritas  Life  Insurance  Corp. 


Not  in  NY 


F40912 
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Up  the  road  ahead,  there  are  some  challenging  opportu- 
nities for  your  business.  And  money  alone  can  only  take  you 
so  far.  When  you  need  help  beyond  creative  financing,  we 
can  make  sure  you're  headed  in  the  right  direction.  After 
all,  we  get  involved  in  areas  most  financial  service  compa- 
nies wouldn't  dream  of  to  provide  real  value.  Like  helping 
a  major  shipping  company  establish  a  distribution  network 
to  ensure  adequate  spare  parts  availability.  Or  helping  a 
leading  mortgage  company  make  housing  more  affordable 
for  low-income  families  and  dramatically  increasing  its 
affordable  lending. 

At  GE  Capital,  were  24  diversified  businesses.  And 
each  one  is  dedicated  to  developing  and  delivering  products 
and  services  that  help  make  your  dollar  worth  more  than  a 
dollar.  If  you're  looking  for  some  smart  business  help,  call 
1-800-243-2222.  And  let  us  give  you  a  few  of  the  things 
money  can't  buy. 


GE  Capital 

Our  Business  Is  Helping  Yours 


AMERICOM  •  AUTO  FINANCIAL  SERVICES  •  COMMERCIAL  EQUIPMENT  FINANCING  •  COMMERCIAL  REAL  ESTATE 
COMPUTER  LEASING  •  COMPUTER  SERVICES  •  CORPORATE  FINANCE  GROUP  •  EMPLOYERS  REINSURANCE 
FINANCIAL  GUARANTY  INSURANCE  COMPANY  •  FLEET  SERVICES  •  GECC  HAWAII  •    GENSTAR  CONTAINER 
GLOBAL  PROJECT  AND  STRUCTURED  FINANCE  •   GNA  •  KIDDER.  PEABODY  ■   MODULAR  SPACE 
MORTGAGE  INSURANCE  •  MORTGAGE  SERVICING  •  PENSKE  TRUCK  LEASING  •  RAILCAR  SERVICES 
RETAILER  FINANCIAL  SERVICES  •  TIP/TRANSPORT  INTERNATIONAL  POOL  •    VENDOR  FINANCIAL  SERVICES 


Investor's 
Business  Daily 

Just  call  the  toll-free  number 
listed  below  and  you'll 
receive  2  weeks  (10  issues) 
of  Investor's  Business  Daily 
ABSOLUTELY  FREE 
no  strings  attached. 


Investor's 
Business  Daily 
gives  you... 


•  Smart  Stock  Tables 

•  Expanded  Bond  Tables 

•  Company  Earnings 

•  "Stocks  In  The  News" 

•  Mutual  Fund  Coverage 

Plus,  you'll  also  receive 

a  FREE  audio  tape, 
"100  Ways  to  Improve 
Your  Investment  Results." 


800-847-1177 

24  hours  a  day, 
7  days  a  week! 

Investor's 
Business  Daily 

12655  Beatrice  Street, 
Los  Angeles,  CA  90066 

Subscribers  within  the  last  4  months  not  eligible. 
Offer  expires  12/95  and  good  only  in  the  U.S.A. 


The  best  defense 

Sir:  Re  "Parkinson's  Law  revisited" 
(Au£.  15).  If  military  bases  and  muni- 
tion factories  cannot  be  kept  at  mini- 
mum operation,  they  should  be 
mothballed,  not  turned  over  to  civil- 
ian use.  In  World  War  II,  lend-lease  to 
Britain  gave  us  time  and  buildup  of 
military  industrial  strength  before 
[the]  Pearl  Harbor  attack  in  1941. 
Since  we  are  actually  destroying  our 
own  military  industrial  strength,  we 
will  not  have  the  time  to  prepare  for 
the  next  Korean/Chinese  war. 
-Will  H.  Barnhart 
Rancho  Cucamonga,  Calif. 


A  WWII  lend-lease  tank 


Preparing  for  the  next  big  one? 


Sir:  Among  government  agencies, 
particularly  ones  that  are  under  bud- 
get pressure,  programs  cut  are  nearly 
always  the  ones  that  are  considered 
the  most  valuable  by  the  agency's 
nominal  "customers" — the  citizenry. 
No  private  business  could  long  sur- 
vive with  an  attitude  that  so  consis- 
tently inverts  the  concept  of  customer 
service. 

-Hugh  Sprunt 
Farmers  Branch,  Tex. 

Radioactive  rates  rising 

Sir:  Re  "Mandate  power"  (Aug.  1). 
You  have  focused  on  but  a  small  part 
of  pg&e's  uncompetitive  rate  prob- 
lem, pg&e's  Diablo  Canyon  nuclear 
facility  supplies  19%  of  pg&e's  energy 


at  almost  12  cents  per  kilowatt  hour, 
and  therein  lies  the  real  problem  for 
pg&e's  ratepayers.  Moreover,  the 
terms  of  the  wind  contracts  dictate 
price  reductions  by  the  late  1990s  of 
up  to  60%.  While  wind  prices  head 
south,  pg&e's  nuclear  prices  are  head- 
ed due  north  and  will  exceed  1 3  cents 
per  kilowatt  hour  by  the  end  of  the 
decade. 

-Edmund  J.  Texeira 
Director 

Division  of  Ratepayer  Advocates 
California  Public 

Utilities  Commission 
San  Francisco,  Calif. 

Honor  thy  father 

Sir:  The  real  problem  lies  in  the  out- 
dated laws  of  many  states  that  do  not 
recognize  the  rights  of  a  father  as 
equal  to  those  of  the  mother  (Fact  & 
Comment,  Aug.  1).  His  informed 
consent  must  be  required  to  allow  the 
adoption  of  his  child  by  another. 
-Robert  L.  Hayter 
Houston,  Tex. 

Vive  la  France 

Sir:  The  column  by  Steve  H.  Hanke 
and  Sir  Alan  Walters  on  France's 
economic  prospects  ("Too  clever  by 
half,"  Aug.  15)  is  so  apocalyptic  that, 
hopefully,  very  few  people  will  have 
taken  it  seriously.  Rising  social  exclu- 
sion and  high  unemployment  are 
matters  of  concern  for  French  citizens 
and  their  government  alike.  But  these 
difficulties  are  widely  shared  by  other 
industrial  countries.  France  is  now 
experiencing  a  solid  recovery.  Growth 
prospects  in  business  surveys  have  re- 
cently reached  their  highest  levels 
since  1977.  Employment  has  already 
started  to  edge  up.  Forbes  readers 
[should]  focus  on  hard  facts  when  it 
comes  to  business  decisions. 
-Marc-Antoine  Autheman 
Financial  Counselor 
French  Embassy 
Washington,  D.C. 

Farsighted  finance 

Sir:  Re  "Desperately  seeking  another 
success"  (July  4).  Your  article  as- 
sumes Paul  Allen  should  measure  suc- 
cess by  quarter-to-quarter  financial 
results — hardly  an  appropriate  mea- 
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hurement  for  a  private,  long-term  in- 
vestor who  can  afford  to  take  calculat- 
ed risks,  and  rarely  discloses  any  finan- 

;ial  results.  As  chairman  of  a  company 
Bin  which  Allen  recently  invested,  it  is 
[(refreshing  to  encounter  someone 
|vvho  is  doing  what  American  business 
lis  frequently  criticized  for  not  doing: 
i  taking  the  long  view. 

-Richard  Weening 
\Managing  General  Partner 
\Qitaestus  Capital  Managers 

Milwaukee,  Wis. 

Don't  bypass  the  bypass 

Sir:  Re  "You  can't  just  take  a  pill" 
(Aug.  1).  You  forgot  to  mention  vas- 
cular bypass  surgery  of  the  pelvic  ves- 
sels or  of  the  penile  dorsal  vein.  Vascu- 
lar bypass  is  a  viable  option  for  impo- 
tent, otherwise  healthy  men  under 
60.  The  main  complication  of  bypass 
(failure  to  obtain  desired  effect)  still 
leaves  open  other  alternatives  such  as 
self-injection,  vacuums  and  implants. 
A  failed  implant  allows  for  no  options, 
[except  maybe  another  implant. 
I-Jaro  Mayda  II,  M.D. 
Southeastern  Impotence  Center 
Selma,  Ala. 

Educating  Chany 

Sir:  Re  "Taxation  without  represen- 
tation" (July  18).  Chany  confuses  the 
fundamental  role  of  colleges  and  uni- 
versities. He  calls  them  "a  business" 
but  overlooks  the  fact  that  they  are 
not-for-profit  organizations  with  a 
single  goal:  educating  students. 
!-Claire  Gaudiani 
President 

Connecticut  College 
New  London,  Conn. 

Waste  away 

Sir:  Re  "Set  in  concrete"  (July  18). 
There  is  one  statistic  you  failed  to 
note,  and  it  is  a  key  to  why  the  cement 
industry  is  so  very  profitable  in  the 
.United  States  today.  Burning  hazard- 
ous waste  commercially  in  cement 
kilns  is  a  big  business,  and  these  kilns 
burn  60  percent  of  all  the  hazardous 
waste  managed  in  this  way  in  the  U.S. 
-James  J.  Florio 
Mudge  Rose  Guthrie  Alexander 

&■  Ferdon 
Parsippany,  N.J. 
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Geographique. 
Around  the  world 

IN  24  HOURS. 


the  world  has 
never  seen  a 
watch  quite  like 
the  mechanical 
Geographique 
before:  fashioned 
in  18  k  cold.  it 
automatically 
shows  the  local 
time  and  date  as 
well  as  the  time 
in  every  other 
zone  around  the 
world.  a  master- 
piece of  such 
distinction, 
which  even  fea- 
tures a  maintain- 
ing power  display, 
could  only 
come  from  the 
craftsmen  of 
Jaecer-LeCoultre, 
the  watchmaker 
with  160  years  of 
tradition. 


Setting  new 
standards  in 
simplicity.  turn 
the  left-hand 
crown  until  one 
of  the  24  cities 
is  at  the  top  and 


'  '  .  fi  ,  * 

THE  HANDS  ON  THE 
LOWER  TWO  DIALS 
WILL  AUTOMATICALLY 
SHOW  LOCAL  TIME 
IN  THAT  PARTICULAR 
TIME  ZONE. 


«Jaeger-leCoultre» 


FOR  MORE  INFORMATION  ABOUT  WATCHES  FROM  JAECER-LECOULTRE.  OR  FOR  YOUR  FREE  COPY  OF 
OUR  COMPLETE  CATALOCUE.  CONTAINING  MORE  THAN  200  PAGES  WITH  DETAILED  INFORMATION 
ABOUT  JAEGER-LECOULTRE'S  HISTORY  AND  PRODUCTS.  CALL:  (SOO)  JLOTlME. 

Cellini,  509  Madison  Avenue.  New  York.  NY  10022;  Jewels  by  Viggi,  26  Moddle  Neck  Road, 
Great  Neck.  NY  11021;  hardy  &  Hayes.  One  Oxford  Center.  Pittsburgh.  PA  15219;  Mayor's.  The 
Fall  Mall.  8888  Howard  Drive.  Miami.  FL  33176;  Morgan  &  Co.  1131  Glendon  Avenue,  Los 
Angeles.  CA  90024;  DeBoulle.  5550-A  Preston  Road,  Dallas.  TX  76205;  Shapur.  245  post  Street. 
San  Francisco.  CA  94108:  Smart  Jewelers.  3350  West  Devon  Ave.  Lincolnwood,  ;l  60659; 
Carroll's.  1427-4th  Ave,  Seattle.  WA  98IOI;  Jaeger-LeCoultre.  P.O.  Box  1608.  Winchester. 
VA  22604.  Telephone  (800)  JLC-Time. 


Tc 


.0  help  you  create  and  keep 
customers,  we  begin  with  this  piece 
of  advanced  technology. 


We  couldn't  help  you  succeed  without 
it.  It's  the  ability  to  listen  to  you  and  your 
customers.  And  it's  the  foundation  of  our 
pioneering  customerize™  philosophy. 

Using  proven  methodology,  Unisys 
Services  professionals  will  work  with  you  to 
customerize  your  organization-and  enhance 
its  competitiveness-by  aligning  information 
strategy  with  your  customer  service  goals. 
Our  Information  Planning  Service  teams 
you  with  Unisys  experts  to  create  a  practical 
blueprint  for  enhancing  customer  service 
through  information. 


CUS-tom-er-ize\  kus'-ta-ma-rize'X  vt 
1 :  to  make  a  company  more  responsive 
to  its  customers  and  better  able  to  attract 
new  ones  2  :  to  customerize  an  organi- 
zation's information  strategy,  e.g.,  to 
extend  systems  capabilities  to 
field  locations  and  other  points  of 
customer  contact  and  support  3 :  what 
Unisys  Corporation  does  for  a  growing 
roster  of  companies,  and  government 
agencies,  worldwide  syn  see  customer 

SERVICE.  COMPETITIVE  EDGE.  BUSINESS- 
CRITICAL  SOLUTIONS.  REVENUE  GENERATION 


Unisys  Process  Redesign  helps 
redirect  your  people,  processes  and 
information  flow  to  increase  your  respon- 
siveness to  customers.  As  a  Systems 
Integration  leader,  we  design  solutions 

©1994  Unisys  Corporation. 


for  real-world  multivendor  environments. 
And  Unisys  Outsourcing  frees  you  to  focus 
on  customer  service  while  we  shoulder 

UMSYS 

We  make  it  happen. 


responsibility  for  your  IS  operations. 

For  a  complimentary  customerize 
Services  Information  Kit,  call  us  at 
1-800-874-8647,  ext.  19.  Hear  for  your- 
self how  enhanced  customer  service 
can  make  a  strategic  difference  for 
your  business. 

CUSTOMERIZE  is  a  service  mark  of  Unisys  Corporation. 


"With  all  thy  getting  get  understanding' 


Fact  and  Comment 


By  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


THE  TRUE  CHARACTER  OF  WHITE  HOUSE  HEALTH  CARE  REFORM 

The  words  "penalty,"  "restrict"  and  "violate"  appear  more 
times  in  President  Clinton's  health  care  bill  than  in  his  crime  bill. 

PEOPLE  ARE  AN  ASSET,  NOT  A  LIABILITY 


The  United  Nations  is  holding  a  conference  in  Cairo  this 
month  on  population  control.  While  the  U.S. -Vatican  spat 
over  abortion  has  dominated  headlines,  the  real  issue  is  the 
assumption  that  curbing  population  growth  is  critical  for 
economic  development.  That  premise  is  preposterous.  A 
growing  population  is  not  a  drag  on  economic  develop- 
ment. When  combined  with  freedom,  it  is  a  stimulant. 

Behind  all  the  talk  of  the  need  to  "stabilize"  the  number 
of  people  on  this  earth  is  the  not-so-hidden  agenda  of 
expanding  the  power  of  the  state.  Now  that  socialism  is 
discredited,  statists  are  looking  for 
excuses  to  justify  and  to  expand  the  | 
scope  of  intrusive  government. 

Hong  Kong  is  the  globe's  most  | 
densely  populated  piece  of  real  estate.  | 
Forty -five  years  ago  it  was  one  of  the 
poorest.  Today  it  is  one  of  the  rich- 
est, even  though  this  still-Crown 
Colony  has  no  natural  resources  and 
has  to  import  its  drinking  water.  Su- 
dan and  certain  other  African  nations 
are  lightly  populated,  yet  they  are 
repeatedly  wracked  by  famine. 

With  the  exception  of  the  U.S.  and 
Canada,  the  richest  countries  today  also  happen  to  be 
some  of  the  most  densely  populated:  Japan,  Germany, 
Britain,  Holland,  Belgium,  Taiwan,  South  Korea,  etc. 

In  a  free  society  people  are  an  asset,  not  a  liability. 
Poverty  and  malnutrition  persist  only  in  those  areas  where 
governments  dominate  and  suffocate  economic  activity. 
Birthrates  fall  as  a  country's  economy  expands.  The  most 
dramatic  example  is  South  Korea.  Thirty  years  ago  it  had 
one  of  the  world's  highest  birthrates.  Today  its  rate  is 
below  replacement  level,  meaning  that  eventually  the 
peninsula's  population  will  decrease.  Below-replacement 
birth  levels  are  also  the  norm  in  Western  Europe  and  Japan. 


India:  Poor  government  policies,  not  plentiful 
population,  perpetuated  poverty. 


Free  people  don't  "exhaust"  resources.  They  create 
them.  Wealth  comes  from  human  imagination  and  inno- 
vation. Today's  economic  catalysts,  for  example,  are  sili- 
con-based computer  chips  and  glass  strands  called  fiber 
optics.  Both  silicon  and  glass  come  from  sand.  A  century 
and  a  half  ago,  as  historian  Sheldon  Richman  recently 
pointed  out,  finding  oil  on  a  piece  of  property  depressed 
its  value  because  nobody  knew  what  to  do  with  the  goo. 
Human  ingenuity  changed  that — and  how! 

A  growing  population  helps  improve  the  quality  of  life 
by  enabling  people  to  devote  their 
talents  to  tasks  for  which  they  are  best 
suited  rather  than  to  eking  out  subsis- 
tence livings.  The  world  is  infinitely 
more  wealthy  today  than  it  was  three 
centuries  ago,  when  the  earth  had  only 
a  tenth  of  the  people  it  now  has.  Aver- 
age Americans  enjoy  longer  life  and 
incomes  about  six  times  those  of  their 
1890s'  counterparts,  even  though  we 
have  four  times  as  many  people. 

When  governments  try  to  control 
population  growth,  the  consequences 
are  disastrous.  India's  attempt  at  forc- 
ing sterilization  20  years  ago  led  to  riots.  The  government 
backed  off.  China's  brutally  enforced  one-child-per-cou- 
ple  policy  is  creating  an  immense  social  tragedy.  Because 
Chinese  culture  has  long  exalted  having  a  son  to  carry  on 
the  family  name,  countless  couples  abort  girls  or,  more 
grisly,  kill  them  after  birth.  Today  tens  of  millions  of  young 
Chinese  men  are  desperately  trying  to  find  wives. 

The  real  threat  to  economic  development  and  the  pursuit 
of  happiness  is  coercive  government.  When  states  respect 
principles  of  economic  progress — sound  money,  moder- 
ate taxes,  property  rights,  basic  civil  liberties — opportuni- 
ty and  prosperity  abound,  despite  periodic  recessions. 


QUALITY  TIME 

There's  A  movement  AFOOT  to  substantially  increase  the  inadequate.  They  would  like  to  see  it  go  as  high  as  220 
length  of  the  school  year.  A  growing  number  of  educators  days,  and  many  also  want  to  add  an  hour  or  more  to  the 
say  that  the  standard  180  days  allotted  to  schooling  is    average  school  day.  This  idea  is  the  educational  equiva- 
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lent  of  substantially  raising  taxes  to  reduce  the  deficit  and 
grow  the  economy.  In  other  words,  it  deserves  an  "F." 

The  problem  with  our  schools  is  an  inadequate  curricu- 
lum, not  an  inadequate  calendar.  Only  40%  of  classroom 
time  is  devoted  to  such  core  subjects  as  English,  math  and 
science.  Europeans  devote  more  than  twice  the  hours  we 


do  each  year  to  basic  subjects.  Our  curriculum  has  become 
clogged  with  nonessential,  nonacademic  courses,  such  a 
those  designed  to  improve  students'  "self-esteem." 

Competent  teaching.  Substantive  courses.  Real  stan- 
dards. Parents  badgering  kids  to  do  homework.  These  are 
the  ingredients  for  successfully  educating  our  children. 


SIC  TRANSIT  SIGNING  SIGHTS 


The  raging  battle  between  Disney  and  academics  over 
a  proposed  theme  park  near  the  site  of  the  two  Civil  War 

battles  of  Bull  Run  in  Virginia 
("sacrilege"  is  one  of  the 
opponents'  milder  epithets) 
gives  me  a  wry  smile  when  I 
consider  what  has  happened 
to  an  historic  site  near  home. 

The  U.S.,  having  never  rati- 
fied the  Treaty  of  Versailles, 
formally  ended  its  conflict  with 
Germany  by  congressional  res- 
olution in  1 92 1 .  A  courier  car- 
ried the  resolution  from  Wash- 
ington to  New  Jersey  to  get  the 
signature  of  vacationing  Presi- 
dent Harding.  The  messenger 
cooled  his  heels  at  the  house  of  U.S.  Senator  Frelinghuysen 
while  the  Senator  and  the  President  completed  their  round 
of  golf  nearby.  When  Harding  returned,  he  quickly  put  on  a 
suit,  found  a  desk  and  hastily  signed  the  document  that 
officially  ended  our  participation  in  the  war  that  took  more 
battlefield  lives  than  any  other,  that  destroyed  four  great 


President  Harding:  Bringing 
World  War  I  to  a  close. 


empires,  that  gave  rise  to  Communism  and  its  offshoots  of 
Fascism  and  Nazism,  that  began  our  role  of  international 
power  player,  that  saw  an  enormous  expansion  of  govern- 
ment that  has  yet  to  recede  and  that  begat  a  mobilization 
that  turned  out  to  be  a  blueprint  for  the  epochal  New  Deal. 
No  big  ceremony,  no  press.  The  signing  had  all  the 
solemnity  of  a  governor's  penning  a  "Drink  Milk  Week" 
proclamation. 

The  site  today? 
If  you  look  hard 
enough  on  your 
way  to  the  local 
Burger  King,  you 
will  find  a  small 
monument.  The 
senator's  house 
where  we  formal- 
ly closed  our 
participation  in 
WWI?  It's  gone. 
A  Channel  Home 
Center  store  sits 
in  its  place. 


The  plaque  reads:  "On  this  site  stood  the  estate 
of  U.S.  Senator  Joseph  S.  Frelinghuysen.  It 
was  here,  on  July  2,  1921,  that  President 
Warren  G.  Harding  signed  a  joint  congressional 
resolution  that  officially  ended  World  War  I." 


RE  THAT  BASEBALL  STRIKE 

What  our  national  pastime  needs  is  more  free  enter- 
prise, not  less.  No  one  forced  baseball's  barons  to  pay 
players  astronomical  wages.  If  owners  want  to  cap  their 
teams'  salaries,  they  can  do  it  on  their  own. 

Baseball  has  been  a  cartel  since  the  Supreme  Court 
ruling  over  70  years  ago  exempted  it  from  antitrust  laws. 
Cartels  usually  do  more  harm  than  good;  this  one  is  no 
exception.  Insulated  owners  initially  resisted  television, 
fearing  it  would  deplete  attendance.  Ultimately,  it  brought 
millions  of  new  devotees.  Owners  bitterly  fought  free 
agency,  crying  that  letting  players  choose  their  own  clubs 
would  wreck  the  game.  Despite  the  explosion  of  salaries  to 
Hollywoodesque  levels,  the  value  of  baseball  franchises  has 
risen  rapidly.  Remarkably,  there  has  been  no  correlation 
between  a  team's  payroll  and  performance;  management 
and  a  good  eye  for  talent  usually  count  more  than  a  fat 


wallet.  Since  free  agency,  there  has  been  no  Yankee-like 
dynasty.  Many  clubs  have  won  pennants  and  World  Series, 
making  seasons  exciting  and  holding  fans'  interest. 

If  their  tears  over  the  plight  of  financially  strapped 
clubs  in  small  markets  like  Pittsburgh  are  genuine,  owners 
can  easily  negotiate  genuine  sharing  of  local  TV  and  radio 
revenues  just  like  other  sports,  such  as  football,  do. 

Publicity  about  multimillionaire  players  has  drowned 
out  another  phenomenon:  Many  other  baseballers  are 
seeing  their  pay  plummet  as  their  stars  begin  to  dim,  a  trend 
that  will  accelerate  if  the  cartel  is  ended.  A  free-market 
mentality  might  thus  change  attitudes  of  some  public-be  - 
damned  sportsmen,  once  they  realize  that  there  can  indeed 
be  a  correlation  between  their  behavior  and  their  pocket- 
books  and  as  wise  owners  recognize  that  a  popular  local 
player  who  may  be  past  his  prime  can  still  draw  fans. 


SEARING  SEER 


The  Things  That  Matter  Most— by  Cal 

Thomas  (HarperCollins,  $22).  Book  of  bite- 
sized  jeremiads  concerning  the  declining  quali- 
ty of  much  of  American  life.  The  increasingly 
popular  syndicated  commentator  minces  no 
words  in  blaming  modern  American  liberalism 
for  the  debasement  of  schools,  popular  culture 
and  sexual  mores  and  for  the  growth  of  violent 
crime,  out-of-wedlock  births,  drug  abuse,  bu- 
reaucratic bloat,  political!)  correct  intolerance, 


abortion,  euthanasia,  functional  illiteracy,  wel- 
fare dependence,  divorce.  Government  cannot 
play  God,  he  repeatedly  emphasizes,  and  our 
salvation  lies  in  a  renewed  sense  of  personal 
responsibility  and  a  revival  of  spiritual  values. 
Excerpt:  Government's  primary  role  is  to  con- 
trol the  lawless  and  to  exercise  certain  powers 
granted  it  by  the  governed.  It  is  not  govern- 
ment's business  to  redeem  or  rehabilitate  people. 
That  can  only  be  done  from  within.  WM 
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Doors  are  opening. 

Opening  to  people  who  want  to  buy  a  home,  but  need  more  information  on  how  to  do  it. 

Opening  to  people  who Ve  had  to  struggle  just  to  get  access  to  mortgage  credit. 
Opening  to  people  who've  been  underserved,  in  the  city,  in  the  country,  across  America. 

Opening  to  families  buying  their  first  homes. 
Were  committing  a  trillion  dollars  to  help  finance  over  ten  million  homes. 
Jo  help  people  most  in  need.  Were  opening  a  lot  of  doors. 


Showing  .America  ANew  Way  Home® 
For  more  information  about  our  efforts  to  help  people  overcome  the  barriers  to  homeownership,  call  1-800-348-9444. 


How, , 

anetm 


In  the  business  of  computer  hardware,  putting  your  distribution  ■ 
etwork  together  is  no  peripheral  issue. 

Indeed,  your  strategy  for  getting  product  to  market  can  be  a  i 
lajor  competitive  strength.  And  a  means  of  adding  profits  to 
le  bottom  line.  Provided  you  connect  with  a  creative  logistics 
artner  like  Menlo  Logistics,  a  CF  company 

Forward-thinking  companies  in  many  industries  have  short- 
ned  response  times  and  cut  both  inventory  and  transportation 
osts  by  working  with  Menlo  Logistics.  Our  experienced 
rofessionals  design  and  administer  state-of-the-art  solutions 
ustomized  to  your  logistical  needs. 

Using  the  most  advanced  information  technology,  we'll 
andle  everything  from  dedicated  warehousing  and  contract 
arriage  to  inventory  control  and  order  fulfillment.  So  you're 
*ee  to  focus  on  running  your  business. 

As  part  of  the  CF  family  of  companies,  Menlo  Logistics 
rings  you  a  solid  foundation  of  transportation  know-how.  Along  with 
commitment  to  satisfying  customers  -  ours  and  yours. 

So  get  an  edge  on  your  competition.  Hook  up  with  Menlo  Logistics, 
ind  see  what  a  better  logistics  network  can  do  for  your  net  profits. 

For  more  information,  call  (415)  327-1693. 

COnSOLIDATED  FREIGHTWHVS,  IRC. 

WE  PUT  YOU  MILES  AHEAD 


nam 


ienlo  Logistics,  our  comprehensive  logistics  management  services  company. 


Other  Comments 


Death  and  Taxes 

Governing  magazine  notes  in  its 
June  issue  the  gradual  demise  of  es- 
tate and  inheritance  taxes  among  the 
50  states.  Motivating  the  legislatures 
is  the  realization  that  widespread  af- 
fluence has  created  a  big  incentive  to 
move  one's  official  residence  to  ha- 
vens such  as  Florida  or  Arizona  that 
don't  take  a  bite  out  of  a  bequest. 
Maybe  it  isn't  just  weather  that  drives 
people  out  of  places  like  Michigan, 
Massachusetts  and  New  York  as  soon 
as  they  get  footloose. 
-Wall  Street  Journal 

Self-Parody 

The  Clinton  Administration  has 
made  a  monumental  mistake  by  pro- 
posing a  national  health  care  plan. 
This  is  the  most  sweeping  expansion 
of  government  power  in  the  last  half- 
century.  It  would  extend  regulation 
into  every  nook  and  cranny  of  our 
society.  It  would  also  take  a  manage- 
able problem — difficulties  in  assuring 
affordable  health  care  for  some  peo- 
ple— and  transform  it  into  a  nation- 
wide crisis. 

The  Administration's  proposed 
plan  is  a  major  threat  to  our  nation, 
but  it  may  also  be  a  blessing  in  dis- 
guise. One  could  say,  politically,  it  is 


the  best  of  times,  it  is  the  worst  of 
times.  Liberals  intend  to  use  the  plan 
to  go  further  than  they  have  ever 
tried  to  go  before  in  regulating  pri- 
vate behavior,  but  because  they  are 
overreaching  their  grasp,  the}'  are  los- 
ing legitimacy  and  popular  support. 
-William  Kristol,  Chairman,  Proj- 
ect for  the  Republican  Future,  in 
Hillsdale  College's  Imprimis 

Most  people  grow  up  to  realize 
they  can't  fly.  Writers  are  peo- 
ple who  don't  grow  up  to  real- 
ize they  can't  be  God. 

-Fran  Lebowitz,  New  York  Times 

Market  Mania 

There  is  some  tantalizing  but  incon- 
clusive evidence  that  market  behavior 
may  mirror  that  of  complex  natural 
systems.  Drop  grains  of  sand,  one 
after  another,  on  the  same  spot;  they 
will  form  a  pile  with  a  regular  shape. 
Every  so  often  a  single  grain  will  start 
an  avalanche;  most  of  the  avalanches 
will  be  small,  but  once  in  a  while,  and 
quite  unpredictably,  one  will  be  cata- 
strophically  large,  wiping  out  whole 
sections  of  the  pile.  The  market 
movements  of  most  interest  to  Wall 


Street  may  be  just  avalanches  in  a 
sand  pile.  For  the  moment,  however, 
the  value  of  complexity  theory  in  eco- 
nomics and  finance  is  primarily  as  a 
cautionary  metaphor,  a  pinprick  to 
the  pretensions  of  pundits,  a  warning 
that,  at  least  occasionally,  well -in- 
tended policies  could,  as  the  physicist 
David  Ruelle  put  it,  lead  to  "wild  .  .  . 
fluctuations"  with  "possibly  quite  di- 
sastrous effects." 
-Charles  R.  Morris, 
Atlantic  Monthly 

Grim  Reality 

The  Clinton  Administration  has 
been  involved  in  one  foreign-policy 
disaster  after  another.  This  wouldn't 
be  happening  if  Warren  Christopher 
were  still  alive. 
-National  Review 

Losing  Sight 

It  is  difficult  to  live  as  if  there  were 
no  God.  Appeals  to  standards  fall 
flat  if  there  is  no  standard-giver. 
Higher  things  such  as  love  and  faith 
and  virtue  have  nothing  to  hold 
them  up  and  they  quickly  crash  with 
the  culture  if  there  is  no  supreme 
Authority,  no  personal  deity  to  give 
them  (and  us)  meaning,  purpose 
and  direction. 

While  the  nation  now  grapples 
with  a  huge  budget  deficit,  it  gives 
scant  attention  to  a  growing  cultural, 
social,  spiritual  and  moral  deficit. 
-Cal  Thomas, 
The  Things  That  Matter  Most 

Language  Bashing 

In  Japan,  products  with  English-lan- 
guage labels  have  cachet.  But  some- 
times things  get  lost  in  translation. 
Examples  from  the  recent  book  Japa- 
nese Jive: 

"Mouth  Pet" — breath  freshener 
"Creap" — coffee  lightener 
"Armpit" — electric  razor 
"Blue  Jeans" — pork  sausage 
"Gross  Brown  Foam" — hair-col- 
oring mousse 

"Babe  Soda" — candy 
"My  Wet" — tissues 
-Newsweek  ■> 
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RICA'S  UMBRELLA 


We  all  share  the  same  goals  in 
business  ami  in  life.  Security... 
protection.. .  trust.  What  every 
man,  woman  and  child  seeks  from 
birth.  What  went  The  Travelers 
have  been  delimited  to  providing 
for  130  years. 

Whether  it's  through  the 
personal  cure  of  one  of  America's 
largest  health  erne  networks,  or 
the  innovation  of  a  property 
casualty  program  that  has  helped 
save  American  business  over 
$300  million;  or  through  a 
pension  and  retirement  plan  that 
is  safeguarding  the  dreams  o)  10 
million  workers,  retirees  and  their 
families,  we  make  a  differem  e  in 
people's  lives. 


e  Fortune  500  as  our  customers, 
business  is  still  personal. 


A  difference  Inn  ked  by  billions 
of  dollars  in  assets  and  the  knowl- 
edge that  every  customer  under 
America's  umbrella  is  OUl  most 
important  one. 


Thelravelersj 

Insurance  Companies 


You  Wouldn't  Buy  A  Cheap  Parachute. 
You  Wouldn't  Buy  A  Cheap  Pacemaker. 
You  Wouldn't  Buy  A  Cheap  Crash  Helmet. 


Let's  Discuss  Cars. 


There  are  some  things  in  life  thaf  are  simply  too  important  to  scrimp  on.  And  yet 
every  day,  people  do  exactly  that  when  choosing  the  one  piece  of  equipment 
statistically  most  likely  to  determine  their  fate— their  car.  U  Despite  clear  evidence 


to  the  contrary,  many  people  still  think  of  their  car  more  as  a  fashion  accessory  than 
a  serious  piece  of  life-saving  equipment.  1  Fortunately,  this  attitude  has  never  been 
fashionable  at  Mercedes-Benz.  1  Which  is  why  in  every  category  that  the  govern- 
ment has  set  technical  standards  for  safety,  Mercedes-Benz  automobiles  not  only 
meet  them,  but  in  many  cases  exceed  them.  II  And  why  in  categories  which  the  gov- 
ernment does  not  require  a  standard,  we  have  created  our  own.  For  instance,  the 
government  sets  no  standard  for  occupied  seats  absorbing  rear  impacts.  But  to  pass 
the  Mercedes-Benz  standard,  our  occupied  front  seats  must  withstand  a  30  mph 
car-to-car  rear  impact.  U  Is  there  a  less  expensive  way  to  build  cars?  To  be  sure. 
Is  there  a  better  way?  If  there  is,  you  can  be  sure  we  will  find  it.  11  Ultimately,  the 
question  you  must  ask  yourself  is  not  whether  you  can  afford  to  buy  a  car  built  as 
well  as  a  Mercedes-Benz.  The  question  you  must  ask  yourself  is  whether  you  can 
afford  not  to.  11  If  we  can  assist  you  in  any  way,  please  call  1-800-FOR-MERCEDES. 


THE  PERILS  IN  CONGRESSIONAL  PROCEDURES 


The  crime  BILL,  the  numerous  health  eare  bills  and  many 
other  major,  complex  legislative  packages  have  at  least  two 
things  in  common:  They  are  neither  written  nor  read  by 
most  members  or  Congress  before  being  voted  into  law. 

It  is  typical  for  these  900-,  1,200-  or  1,400-page  bills 
to  be  changed  drastically  before  they  are  put  to  a  vote. 
Some  are  virtually  new  drafts  of  bills  previously  agreed  to 
by  committees  after  hundreds  of  hours  of  hearings. 

The  crime  bill,  which  the  House  refused  to  consider  in 
early  August,  is  a  prime  example  of  how  laws  are  made — or 
nearly  made.  Just  about  everyone  favors 
some  kind  of  anticrime  bill.  Beyond  that, 
there  is  not  much  agreement.  Generally 
speaking,  conservatives  favor  punishment  as 
a  deterrent:  larger  police  forces,  changes  in 
procedural  law  to  help  prosecutors,  the 
construction  of  more  jails,  longer  terms  of 
imprisonment  and  the  expanded  use  of 
capital  punishment.  Liberals,  for  the  most 
part,  tend  to  favor  "prevention11  programs: 
treatment,  attempts  to  reform  society 
(thought  to  be  the  chief  culprit)  and  similar 
proposals  that  have  led  to  the  conservatives1 
charge  that  liberals  are  "soft  on  crime.11 

With  its  crime  package  the  Administra- 
tion originally  sought  to  include  enough  of  the  conserva- 
tive agenda,  along  with  its  own  liberal  prevention  propos- 
als, to  secure  passage.  The  Democratic  leadership  added 
to  the  conservative  approach  by  extending  the  death 
penalty  to  cover  more  crimes,  by  lengthening  sentences 
for  some  noncapital  offenses  and  by  funding  more  police- 
men and  new  jail  construction.  But  they  also  added  over 
$7  billion  in  so-called  prevention  programs  by  adding  to 
the  hundreds  of  existing  child  welfare  and  job-creation 
programs  and  by  including  self-esteem  training,  arts  and 
crafts  instruction,  midnight  basketball  leagues  and  other 
programs  artfully  spread  among  many  congressional  dis- 
tricts. The  most  notorious  of  these  was  $10  million  for  a 
research  institute  at  a  small  college  in  Texas  that  happens 
to  be  the  alma  mater  of  a  committee  chairman. 

Few  of  these  pork-like  items  had  been  heard  by  the 
substantive  committees.  Most  were  staff-written.  This  is 
reminiscent  of  the  time  a  few  years  ago  when  an  increase 
in  staff  salaries  suddenly  appeared  in  the  printed  version 
of  a  fiscal  bill — a  bill  that  was  not  printed  until  after 


Clinton:  Not  his  bill 


Congress,  which  had  voted  in  favor  of  it,  had  adjourned. 

The  conference  report  on  the  crime  bill  was  far  too 
long  to  be  printed  in  time  for  House  members  to  read, 
let  alone  analyze,  before  they  were  asked  to  vote  on  a 
rule  allowing  the  bill  to  be  considered,  but  not 
amended.  When  the  House — including  58  members  of 
the  President's  majority — rebelled,  killing  the  rule,  the 
Clintonites  predictably  charged  that  the  Republicans 
and  the  National  Rifle  Association  were  to  blame.  Some 
added  that  those  who  voted  to  kill  the  rule  were  in 
favor  of  crime. 

After  their  defeat  Democratic  congres- 
sional leaders  had  to  adopt  more  of  the 
GOP  agenda.  Ultimately,  10%  of  the  pork 
was  trimmed — the  Texas  institute,  for 
one — and  the  enforcement  side  of  the  bill 
was  strengthened,  including  the  addition 
of  tough  provisions  for  sex  offenders,  en- 
abling 46  Republicans  to  support  and  help 
pass  the  bill.  President  Clinton  then  ut- 
tered his  most  laughable  remark  of  the  year 
when  he  said,  "This  is  the  way  Washington 
ought  to  work.11 

In  tact,  this  is  the  way  Washington  ought 
not  to  work:  A  bad,  expensive  bill  initiated 
by  the  Administration  is  heavily  weighed  down  by  pre- 
vention pork;  it  is  improved  a  bit  by  a  leadership  that 
knows  more  votes  are  needed,  and  then  it  is  made  worse 
by  greedy  and  influential  members — so  much  worse  that 
it  is  rejected.  Then  those  who  killed  the  rule  are  called  in 
for  negotiations.  When  the  bill  is  finally  passed  in  the 
House,  in  far  different  form,  the  President  immediately 
claims  a  major  victory — even  though  the  Senate  still  must 
act  and  may  make  further  changes. 

What  has  happened  with  the  crime  bill  explains  why 
those  who  believe  we  have  the  best  quality  health  care  in 
the  world  are  so  afraid  of  legislation  calling  for  the 
government1s  taking  over  most  of  this  system.  They  fear  a 
health  care  bill,  like  the  crime  bill,  will  emerge  as  a  last- 
minute,  1,000-or-more-page,  staff-written  bill  contain- 
ing many  provisions  that  have  not  even  been  heard  by 
committees.  They  fear  this  bill  will  be  passed  at  the  end  of 
a  long  session  by  tired  congressmen  who  are  anxious  to 
begin  campaigning  so  they  can  be  reelected  and  begin  the 
process  all  over  again.  Bl 
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One  For  Me,  and  One  For  Me. 

What  could  make  your  taste  buds  happier  than  one  of  our  wondrous  medleys  of  fresh  pecans,  hazelnuts,  or  cashews  wrapped  in  caramel 
and  chocolate?  Partake  of  these  caramel  nut  bouchees,  and  your  sweet-tooth  will  positively  swoon.  Stop  in  or  call  1 800  9  CODIVA. 


GOD1VA 

Chocolatier 
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EDITED  BY  HOWARD  BANKS 


On  taxes,  at  least,  the  states  lead  the  way 


As  Congress  rushes  to  pass  a  crime  bill  (offi- 
cial price  tag:  $30  billion  over  five  years)  and  a 
health  care  bill  (price  to  be  determined,  de- 
pending on  which  shabby  compromise  wins), 
there's  also  rival  talk  of  tax  cutting.  Both  Re- 
publicans and  the  White  House  are  preparing 
tax  cut  proposals  to  dangle  before  voters  in 
advance  of  the  November  election. 

The  House  Republicans  are  expected  to 
reveal  their  bid  in  late  September.  Their  likely 
top  proposal,  a  $500-per-child  tax  credit.  If 
passed,  the  credit  would  inject  $1 ,000  in  annual 
spending  power  into  the  pocketbook  of  a  typi- 
cal two-kid  family,  but  only  for  those  on  average 
incomes.  To  reduce  the  full  budget  cost  of  this 
middle-class  tax  break  (almost  $107  billion  over 
five  years  in  lost  tax  revenue),  the  Republicans 
will  very  likely  propose  phasing  out  the  credit  by 
the  time  a  family's  adjusted  gross  income 


reaches  $200,000. 

The  Republicans  will  also  propose  cutting 
capital  gains  tax  rates  from  28%  to  20%,  with  a 
more  generous  break  for  families  with  in- 
comes up  to  $70,000. 

The  White  House  will  also  probably  pro- 
pose a  child  credit — one  was  included  in  the 
Administration's  stillborn  economic  stimulus 
proposal  in  1992.  One  difference:  The  Dems 
will  propose  phasing  out  the  credit  by  a  much 
lower  family  income. 

What  of  a  White  House  capital  gains  tax  cut 
proposal?  Don't  hold  your  breath.  The  Presi- 
dent's closest  economic  advisers  flinch  visibly 
when  the  subject  is  raised.  Says  Stephen  Moore, 
director  of  fiscal  policy  studies  at  the  Cato 
Institute:  "Clinton  really  listens  to  left-wingers 
who  still  believe  that  cutting  capital  gains  taxes 
is  a  giveaway  to  the  rich." 


The  U-Haul  state  tax  indicator 


For  better  news  on  taxes,  look  to  the 
states.  Some  20  states  will  cut  taxes  this  year, 
ranging  from  the  highly  publicized  cases  in 
New  Jersey,  Massachusetts  and  Michigan  to 
less  well  known  ones  in  Arkansas,  Georgia 
and  South  Dakota.  In  June  even  Californian 
voters  rejected  all  $6  billion  in  bond  initia- 
tives on  the  ballot,  the  first  time  this  has  ever 
occurred.  "This  will  be  the  first  time  in  ten 
years  where  [across  the  U.S.  as  a  whole]  there 
will  be  a  net  tax  reduction  at  the  state  level," 
says  Moore. 

Is  this  a  tax  revolt,  comparable  to  the  late 
1970s?  Not  really,  says  Moore.  Back  then  peo- 


Will  rational  expectations  deepen  the  next  recession; 


pie  were  fed  up  with  the  way  inflation  led  to 
bracket  creep  and  thence  to  higher  and  higher 
tax  payments.  Today  the  feeling  is  more 
antigovernment  in  nature — not  wanting 
"them,"  in  Washington  or  the  state  capitals, 
to  have  any  more  of  "our"  money  to  spend. 

State  politicians  know  that  even  a  whiff  of 
tax-and-spend  policies  would  see  them  voted 
out  of  office.  They  are  also  becoming  aware 
that  high-tax  states  lose  jobs.  Two  of  the  very 
highest  taxing  states,  New  York  and  Califor- 
nia, accounted  for  two-thirds  of  the  last  reces- 
sion's job  losses,  says  Moore.  "And  the  U- 
Haul  trailers  are  still  only  going  one  way." 

5 


Federal  Reserve  Chairman  Alan  Greenspan 
has  raised  rates  five  times  (in  mid- August  lifting 
rates  half  a  point,  pushing  banks'  prime  rate  to 
7.75%).  But  bonds  shrugged  the  move  off  and 
the  dollar  kept  falling;  the  financial  markets,  it 
seems,  will  be  satisfied  only  when  rates  are  high 
enough  to  snuff  out  growth  altogether. 

So  when  might  the  next  recession  begin? 
Guessing  is  made  harder  by  the  way  companies 
and  individuals  make  decisions  based  on  what 
they  anticipate  will  happen  to  taxes  and,  espe- 
cially, interest  rates. 

Anticipation  was  a  problem  for  forecasters 
in  1981,  says  Arthur  Laffer  of  the  tax-rates-and- 
revenues-curve  fame,  when  the  Reagan  tax 
cuts  were  phased  in  over  the  three  years  to  1984 
and  when  Paul  Volcker  was  lowering  rates. 
People  waited  for  more  advantageous  times  to 
spend  or  invest,  says  Laffer,  who  was  at  that 


time  on  the  President's  economic  advisory 
board,  and  that  made  the  1982  recession  that 
much  worse. 

At  the  end  of  1992,  with  income  tax  hikes 
coming,  people  pulled  economic  activity  back 
into  that  year.  Result:  The  first  quarter  of 
1993  bombed. 

These  days  most  people  seem  to  think  that 
interest  rates  and  tax  rates  will  continue  to  rise. 
So  if  they're  going  to  spend,  they  might  as  well 
spend  now.  Possible  unintended  consequence 
of  this:  Consumers  will  have  bought  all  they 
want  and  will  put  their  wallets  away  just  as  the 
Fed  overtightens  on  rates.  The  last  time  this 
happened,  in  1989,  the  prime  rate  peaked  near 
11%.  What  will  probably  be  known  as  the 
Greenspan- Clinton  recession,  which  could  start 
as  soon  as  late  1995,  will,  as  a  result,  be  that 
much  deeper.  H 
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The  Forbes  Index  (1967=100) 
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Despite  the  Federal  Reserve's  perception  of  an  inflationary 
environment,  investors  in  inflation  hedges  like  gold  or  real 
estate  can't  take  much  solace  in  recent  economic  data. 
Industrial  production  grew  only  0.3%  in  July,  for  instance, 
while  retail  sales  fell  0.1%.  As  for  the  Fed's  latest  action, 
Edward  Campbell,  senior  economist  at  Brown  Brothers 
Harriman  &  Co.,  describes  it  as  merely  an  "insurance 
policy"  to  keep  growth  in  gross  domestic  product  below 
2.5%  (annualized)  during  the  fourth  quarter.  "The  dis- 
count rate  has  seen  its  peak  in  1994,"  asserts  Campbell. 


Other  key  rates 

Source 

Status 

Prime  rate 

Chase  Manhattan  8ank 

7.75% 

Auto  sales  year  to  date  vs  1 993' 

Ward's  Automotive 

8.2% 

Index  of  leading  indicators  June  vs.  May 

Dept  of  Commerce 

0.2% 

Trade  balance1 12  months  ended  tune  1994 

Dept  of  Commerce 

-$94  bil 

All-commodity  producer  price  index1  July  vs  June 

Dept  of  Labor 

0.2% 

GOP  2nd  quarter  vs.  1st — annualized  growth 

Dept  of  Commerce 

3.7% 

M2'  (3-month  change) — annualized  growth 

Federal  Reserve 

1.3% 

1  U  S  -based  manufacturers,  excludes  imports,  as  of  7/31/94. 2Total  goods  and  services.  'Wholesale  goods. 
*  Includes  Ml  (public  currency  and  checking  deposits)  plus  savings  accounts  and  money  market  funds. 


Index  components 


Services    •   Total  index 


Inventories    •   New  orders 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  8  equally  weighted  elements:  The  cost  of 
services  relative  to  all  consumer  prices,  the  level  of  new 
orders  for  durable  goods  compared  with  manufacturers' 
inventories,  total  industrial  production,  new  housing 
starts,  personal  income,  new  claims  for  unemployment 
compensation,  total  retail  sales,  total  consumer 
installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  in  these  charts. 
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Industrial  production  index  (1987=100), 
seasonally  adjusted  (Federal  Reserve) 
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Consumer  price  indexes  (1982  84  average=100) 
all  urban  consumers,  unadjusted  (Dept  of  Labor) 


New  housing  starts  (thousands)  privately  owned, 
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IJears  ol  a  jobless  rcc  i  »\  ery  are  gon(       the  economy  added  ovei  one 
million  jobs  in  the  second  quarter  of  1994.  Scores  of  American  companies 
are  posting  healthy  returns  as  they  reap  the  dividends  of  a  commitment  to 
product  quality  and  efficient  operations. 

The  CIT  Group  is  proud  to  be  a  continuing  part  of  the  success. 
We'll  provide  $5  billion  of  asset-based  financing  in  1994,  helping  compa- 
nies in  a  wide  variety  of  industries  grow. 

For  information  on  how  funding  from  The  CIT  Group  can  help 
you,  call  1-800-545-5440. 


america's 
Most  Experienced 
Asset- Based 
Lender. 


There's  a  big  difference,  says  Robert  Siegel,  between 
a  product  and  a  brand.  He's  going  to  change  Stride  Rite 
from  a  product  maker  to  a  brand  maker. 

They  want  mules, 
we'll  sell  mules 

By  Zina  Moukheiber 

I  Robert  Siegel  was  running  Dockers, 
|  the  Levi  Strauss  &  Co.  sportswear 
,  division,  when  the  headhunters  came 
to  call  in  the  fall  of  1993.  Siegel,  57, 
was  a  star  in  the  apparel  industry. 

He  lacked  only  one  thing:  stock 
options.  With  Dockers,  Siegel  created 
a  $1  billion  (sales)  brand  for  Levi 
Strauss,  but  since  the  company  was 
privately  owned  by  the  Haas  family, 
Siegel  had  nothing  to  show  for  his 
coup  but  an  excellent  salary. 

So  he  listened  when  the  headhunt- 
ers made  a  proposition:  How  about 
becoming  chairman  of  Stride  Rite 
Corp.,  the  $583  million  (1993  sales) 
shoe  company  based  in  Cambridge, 
Mass.?  The  salary  package  would  be 
$700,000— comparable  to  what  he 
made  at  Levi's — but  he  would  get  a 
heap  of  stock  options  that  would  pay 
off  handsomely  if  he  added  value  to 
Stride  Rite. 

Siegel  said  yes  and  moved  into 
Stride  Rite's  executive  offices  in  Cam- 
bridge last  December.  "I  didn't  know 
much  about  Stride  Rite,  even  though 
I  had  a  little  4-year-old  girl  and  she 
was  wearing  Stride  Rite  shoes,"  says 
Siegel.  But  he  did  know  about  stock 
options. 

He  also  knows  potentially  valuable 
brand  franchises  when  he  sees  them. 
Stride  Rite  owned  several  of  them. 
Sperry  Top-Siders  are  the  original 
sailing  boat  shoe.  Keds,  the  white 
canvas  sneakers  with  the  little  blue 
rubber  stamp  in  the  back,  are  a  78- 
year-old  American  classic.  But  neither 
brand  was  being  energetically  exploit- 
ed. "Keds  could  easily  have  been  a  $1 
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>illion  brand,  it  it  had  been  marketed 
woperly,"  Siegel  says.  "But  everyone 
vas  living  oft' the  phenomenon  of  this 
me  shoe.  And  no  one  was  thinking 
pout  tomorrow  ." 

Arnold  Hiatt,  Stride  Rite's  chair 
nan  since  1982,  was  more  interested 
n  promoting  his  "socially  progres- 
sive" agenda  than  in  marketing  sneak- 
;rs.  Haifa  floor  at  Stride  Rite's  head- 
quarters housed  the  first  corporate 
lay  care  center  for  children  and  the 
slderly.  All  very  commendable,  but  of 
limited  value  to  shareholders. 

Keds,  60%  of  total  sales,  more  or 
ess  sold  themselves.  Season  alter  sea 
son,  Stride  Rite  came  out  with  the 
same  Keds  sneaker,  with  only  modest 
variations  in  color  or  with  baseball- 
ike  stitches  on  the  side.  The  company 
hadn't  spent  much  on  advertising 
since  1991.  Trendsetting  adolescents 
shunned  its  sneakers  as  hopelessly 
middle-aged. 

Sperry  Top-Siders  had  been  losing 
money  for  five  years  as  hard  selling  by 
Qmberland  and  Sebago  cut  into  its 
market.  Instead  of  building  on  its 
franchise,  it  foolishly  diversified  into 
men's  dress  shoes.  Sperry  hadn't 
changed  its  packaging  since  1971 . 

Stride  Rite's  technology  was  archa- 
ic. If  a  retailer  ran  out  of  a  shoe  size  or 
a  popular  style  and  wanted  to  reorder, 
chances  were  it  was  out  of  stock. 
Executive  turnover  was  high.  Since 
1989  two  presidents  had  resigned  in 
frustration — one  twice.  Hiatt,  ever 
eager  to  push  his  social  agenda,  made 
a  big  point  of  appointing  a  woman  to 
head  the  children's  division.  But  he- 
picked  a  lawyer  who  knew  nothing 
about  marketing,  and  the  board  tired 
her  over  Hiatt's  objections. 

That  firing  seemed  to  energize  the 
board,  which  finally  got  up  the  nerve 
to  shove  Hiatt  out  in  June  1992. 
None  too  soon.  Sales  and  earnings 
growth  had  been  declining  steadily. 
Between  1988  and  1989  sales  grew 
20%,  earnings  33%;  between  1991 
and  1992  those  numbers  w  ere  2%  and 
10%,  respectively. 

The  board  named  Ervin  Shames 
chairman.  Shames,  former  head  of  the 
Kraft  USA  unit  of  Kraft  General  Foods, 
whom  Hiatt  had  brought  in,  left  in 
less  than  a  year  to  head  the  financially 
strapped  Borden  food  company  (see 
story,  p.  150).  During  his  brief  stay 
Shames  created  more  problems  than 


he  solved.  Net  income  dropped  5%  in 
1993  and  is  expected  to  fall  an  esti- 
mated 14%,  to  $50  million,  this  year. 

And  then  the  headhunters  found 
Robert  Siegel.  Siegel  is  full  of  plans, 
but  he  has  his  work  cut  out  for  him. 
The  nub  of  the  problem,  as  he  sees  it: 
Stride  Rite  sells  products,  not  brands. 
"Keds  meant  the  little  white  sneaker. 
It  was  not  a  brand.  Our  objective  is  to 


make  Keds  a  brand,"  he  adds,  his  feet 
shod  in  Sperry  Top  Siders. 

Mules — backless  slippers — were  all 
the  rage  this  summer  among  18-to- 
30  year-old  trendsetters.  Siegel 
promptly  brought  out  a  line  of  sneak 
ci  s  cut  out  in  the  back,  just  like  mules. 
They  turned  out  to  be  the  line's  best 
selling  shoes. 

To  create  some  exclusivity,  he  is 


Stride  Rite  Chairman  Robert  Siegel 
"I  love  to  build  brands." 
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Stride  Rite 

segmenting  distribution  channels. 
The  more  expensive  Keds  go  to 
higher-end  department  stores.  This 
past  spring,  a  new  line  of  Keds, 
called  "AHH  .  .  .  Keds,"  was  sold  at 
stores  such  as  Macy's.  The  shoes 
were  just  as  plain  as  the  classic  ver- 
sion but  had  thicker  insoles.  They 
retailed  for  $28 — $5  more  than  reg- 
ular Keds — and  were  bestsellers 
at  Macy's. 

Borrowing  from  his  Dockers  ex- 
perience, Siegel  is  building  Keds 
shops  within  stores.  He  also  plans  to 
open  three  to  six  freestanding  Keds 
stores  next  year.  In  the  spring,  with 
the  help  of  a  new  advertising  agency, 
Keds  will  launch  a  major  television 
ad  campaign  to  convey  a  younger 
image  for  the  brand. 

At  Sperry  Top-Siders  Siegel  is  get- 
ting rid  of  the  dress  shoe  line  and  has 
repackaged  Top-Siders  in  a  fresh 
new  box  featuring  a  photograph  of  a 
sailboat  at  sea.  Sperry  has  reinforced 
its  image  as  a  professional  boat  shoe 
by  becoming  the  official  supplier  to 
the  U.S.  Sailing  Team  and  the  Team 
Dennis  Conner.  Its  sales  are  up  20% 
so  far  this  year,  and  Siegel  expects 
the  brand  to  break  even  by  next  year. 

Siegel  shows  a  reporter  a  minia- 
ture model  of  a  brilliantly  colorful 
store  dedicated  to  children's  shoes. 
It  is  the  prototype  for  a  new  chain  of 
stores  called  Great  Feet!,  the  first  of 
which  will  be  opened  at  the  Natick 
Mall  near  Boston  this  October.  Per- 
haps because  he  is  a  parent,  Siegel 
knows  kids:  Great  Feet!  stores  will 
have  separate  entrances  for  toddlers 
and  for  children  6  to  12  years  of  age; 
the  older  kids  won't  feel  they're  in  a 
baby's  store.  Siegel  knows  little 
touches  like  that  make  all  the  differ- 
ence when  you  are  selling  image.  To 
amuse  the  kids  while  shopping, 
there  will  be  interactive  video 
screens.  The  company's  current 
chain  of  140  Stride  Rite  stores  will 
get  a  new  look,  too. 

Keds  tried  launching  a  clothing  line 
under  licensing  two  years  ago,  but 
because  the  quality  was  poor  and 
delivery  erratic,  it  bombed.  Siegel, 
who — remember — thinks  brands, 
not  products,  is  going  to  give  apparel 
another  try.  He  will  launch  a  limited 
sportswear  line  with  the  Keds  label. 

"I  love  to  build  brands,"  says  Rob 
ert  Siegel.  Ml 


What  can  happen  when  retired  chairmen  remain 
as  directors?  Chaos— as  at  Dominion  Resources, 
parent  of  Virginia  Power. 

Grossed  wires 


By  James  R.  Norman 


Dominion's  ex-chairman,  T.  Justin  Moore  Jr. 
Long  family  and  legal  ties. 


IT'S  NOT  A  GREAT  idea  to  keep  a  former 
chairman  on  as  a  company  director, 
second-guessing  his  successor.  For 
evidence,  consider  what's  been  going 
on  at  Richmond-based  Dominion 
Resources  Inc.,  parent  of  the  nation's 
tenth-largest  investor-owned  utili- 
ty— $4.2  billion  (1993  operating  rev- 
enues) Virginia  Power. 

Dominion  has  had  not  one  but  two 
ex-chairmen  on  its  board:  T.  Justin 
Moore  Jr.,  69,  a  pillar  of  Richmond's 
social  elite,  who  retired  as  chairman  in 
1985;  and  William  W.  Berry,  62,  a 
hard-charging,  outspoken  prophet  of 
electric  deregulation  who  stepped 
down  almost  two  years  ago  but  re- 
mained on  the  board  with  Moore. 

Together,  they  had  handpicked 
Thomas  E.  Capps,  58,  to  move  into 
the  chairman's  office  at  Dominion 
Resources.  A  lawyer  by  training, 
bright  and  ambitious,  Capps  was  soon 
clashing  with  James  T.  Rhodes,  52,  a 
cautious  nuclear  engineer  Moore  and 
Berry  had  groomed.  In  1989  Rhodes 
was  made  president  of  the  Virginia 
Power  subsidiary. 

Capps  is  almost  obsessed  with  the 


prospect  of  brutal  price  competition 
ahead  as  electricity  markets  become 
deregulated  and  open.  He  pushed 
Rhodes  hard  for  cost-cutting.  Having 
already  slashed  the  power  company's 
payroll  18%  since  1989,  to  11,000, 
Rhodes  thought  he  had  cut  enough 
He  was  further  irked  with  Capps,  who 
has  a  habit  of  going  directly  to  subor- 
dinates to  get  things  done.  For  in- 
stance, he  leaned  on  middle  managers 
at  the  power  company  to  iron  out  a 
coal-handling  dispute  with  rail  giant 
csx  Corp. 

Pursuing  his  vision  of  a  future  very 
different  from  the  utility  past,  Capps 
even  began  talking  merger  late  last 
year  with  nearby  Duke  Power.  Larger 
and  widely  regarded  as  the  better- 
managed  company,  Duke  would  have 
dominated  any  combination.  Rhodes 
saw  what  that  meant  to  his  fiefdom: 
more  and  brutal  job  cuts.  The  merger 
talks  went  nowhere,  but  Rhodes  be- 
gan complaining  directly  to  Berry 
about  Capps. 

He  found  sympathetic  ears:  Moore 
and  Berry  were  deeply  concerned 
about  the  utility.  In  a  sense,  their  own 
reputations  were  at  stake.  And 
though  perhaps  trivial,  they  also  faced 
some  potential  impact  from  Capps' 
cost-cutting.  Berry  had  a  $60,000-a- 
year  consulting  contract  up  for  re- 
newal. At  stake  for  Moore  was  the 
nearly  $5  million  a  year  in  fees  Do- 
minion and  Virginia  Power  were  pay- 
ing to  the  powerful  old-line  Rich- 
mond-based law  firm  of  Hunton  & 
Williams,  former  home  of  Supreme 
Court  Justice  Lewis  Powell. 

Moore's  father  had  been  an  early 
partner  in  the  firm  as  well  as  the 
utility's  general  counsel;  Moore  him- 
self had  been  a  partner  before  joining 
Virginia  Power  in  1967  as  chief  finan- 
cial officer.  He  is  now  "of  counsel"  at 
the  law  firm,  and  his  son  works  there. 
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The  flash  point  came  last  October 
when  Capps  bypassed  Rhodes  to  or- 
der up  a  study  on  consolidating  Vir- 
ginia Power's  in-house  legal  work 
into  a  single  department.  An  implica- 
tion was  that  the  utility  might  save 
money  by  taking  more  work  in- 
house.  When  the  idea  was  presented 
at  a  committee  meeting  of  the  Do- 
minion and  Virginia  Power  boards,  | 
Moore  coyly  asked  Rhodes  what  he  | 
thought.  Sparks  flew. 

Rhodes  later  threatened  to  take  early 
retirement  and  possibly  prompt  other 
senior  utility  managers  to  do  the  same. 
Berry  and  Moore  stepped  in.  To  keep 
Rhodes,  Moore  told  Capps  he  would 
have  to  retire  next  year  at  age  60. 

Claiming  he  had  a  majority  of  votes 
on  Dominion's  then  12-member 
board,  Moore  convinced  Capps  that 
the  Dominion  chief  executive  held  a 
losing  hand.  In  April,  Capps  an- 
nounced plans  to  retire.  But  when 
outside  directors,  including  CSX 
Chairman  John  Snow,  compared 
notes,  they  realized  Moore  was  bluff- 
ing. He  hadn't  polled  the  outside 
■directors  and  didn't  have  quite 
enough  votes  to  oust  Capps. 

Capps  backed  away  from  retiring, 
and  Snow  and  other  outside  directors 
proceeded  to  pack  the  holding  com- 
pany's board  with  allies. 

The  new  board  couldn't  oust 
Moore  or  Berry  as  Dominion  direc- 
tors, but  it  did  vote  to  boot  Berry  and 


Ex-chairman 
William  W.  Berry 
A  hard-charging, 
outspoken  prophet 
of  electric 
utility 

deregulation. 


two  other  Moore  supporters  off  the 
board  of  subsidiary  Virginia  Power. 
They  included  William  Thomas,  a 
powerful  Virginia  Democrat  and 
president  of  the  politically  well  con- 
nected law  firm  of  Hazel  &  Thomas. 

As  part  of  this  feud,  Dominion  is 
being  investigated  by  Virginia's  State 


Corporation  Commission.  Its  con- 
cerns: whether  Dominion  was  inter- 
fering with  the  "independence"  of 
wholly  owned  Virginia  Power,  and 
whether  Capps  had  used  his  position 
to  help  out  CSX,  run  by  his  friend 
Snow,  on  the  coal-hauling  contract. 

For  now,  a  backroom  deal  has 
calmed  things  down — a  Rube  Gold- 
berg solution.  Rhodes  will  stay  on  as 
Virginia  Power  president  but  will  re- 
port to  a  new  Dominion  president 
under  Capps  with  a  board  committee 
refereeing  disagreements. 

Each  side  won  some  points,  but 
Capps  clearly  came  out  ahead — and 
so,  probably,  did  shareholders.  For 
the  Moore/Rhodes  side,  Berry  can 
stay  as  a  utility  director,  along  with 
Thomas  and  retired  Richmond  insur- 
ance executive  James  Betts. 

But  Berry  gave  up  his  consulting 
contract,  and  both  Berry  and  Justin 
Moore  have  resigned  as  active  Do- 
minion directors.  Moreover,  Hunton 
&  Williams  will  be  taking  a  back  seat 
on  the  Dominion/Virginia  Power  ac- 
count to  Richmond  archrival 
McGuire,  Woods,  Battle  &  Boothe. 

Maybe  now  the  managers  can  settle 
down  to  managing — provided  the 
deal  doesn't  come  unstuck.  SB 


Dominion 
Chairman 
Thomas  E.  Capps 
His  attempted 
ouster  stirred 
outside  directors 
to  take  action. 
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To  become  a  force  in  Asia's  satellite  market,  Rimsat's 
Mats  Nilson  has  had  to  convince  some  unusual  partners. 

The  King  Tupou 
connection 


By  Justin  Doebele  and  Philippe  Mao 

In  the  late  1970s  Mats  Nilson  toiled 
as  a  bureaucrat  at  Washington,  D.C.- 
based  Intelsat,  a  nonprofit  organiza- 
tion that  employs  600  people  and 
currendy  operates  22  satellites  on  be- 
half of  134  sovereign  nations. 

As  the  agency's  chief  strategic  plan- 
ner, Nilson  saw  that  Intelsat  was  leav- 
ing some  fast-growing  parts  of  the 


world — the  Asia- Pacific  region  in  par- 
ticular— undercovered  for  their  fu- 
ture needs.  He  figured  that  if  he  could 
provide  satellite  service  to  the  region, 
he  stood  to  make  his  fortune.  He 
didn't  think  very  hard  about  convinc- 
ing his  employer  to  develop  the  ser- 
vice. "What  could  I  get  for  that?"  he 
asks.  "A  pat  on  the  shoulder  and 


Princess  Salote 
Pilolevu  Tuita, 
chair  of 
Tongasat 

Her  father's  tiny 
country  is  a  satel- 
lite superpower, 
and  her  60%  stake 
in  the  venture  is 
worth  about 
$25  million. 


Mats  Nilson,  satel- 
lite entrepreneur 
A  former  Intelsat 
executive  who  set 
out  on  his  own  to 
cash  in  on  the 
fast-growing 
Asia-Pacific 
market. 


'Thanks  for  the  idea.'  " 

Nilson  quit  Intelsat  in  1979  and 
became  a  satellite  entrepreneur.  But, 
to  secure  orbiting  rights  from  Gene- 
va's International  Telecommunica- 
tion Union,  which  controls  all  satel- 
lite slots,  he  needed  a  nation  on  whose 
behalf  to  apply.  He  found  his  patron 
in  Tonga,  a  tiny  but  sovereign  nation 
of  104,000  inhabitants  scattered  over 
170  idyllic  South  Pacific  islands. 

In  1987  Nilson  moved  to  Tonga 
and  convinced  its  king,  Taufa'ahau 
Tupou  IV,  to  create  a  satellite  agency 
called  Tongasat  Ltd.  Nilson  and  the 
other  board  members  appointed  the 
king's  daughter,  Princess  Salote  Pilo- 
levu Tuita,  as  Tongasat's  titular  chair. 

Irked  that  a  former  employee  was 
poaching  its  business,  Intelsat  tried  to 
block  Tongasat's  applications  for  16 
orbital  slots.  But  by  May  1991  Nilson 
managed  to  secure  6  prime  slots  from 
the  ITU  in  Tonga's  name.  This  made 
Tonga  the  world's  sixth-largest  user 
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of  orbital  rights,  after  the  U.S.,  the 
U.K.,  the  Soviet  Union,  China  and 
Japan. 

Slots  in  hand,  Nilson  needed  satel- 
lites. He  met  James  Simon,  who  had 
built  wireless  cable  TV  systems  in  Indi- 
ana, and  Michael  Sternberg,  a  tele- 
communications consultant.  Simon, 
Sternberg  and  a  third  partner  formed 
a  satellite-operating  company  called 
Rimsat  Ltd.  in  April  1992  and  cut  a 
deal  with  Tongasat  to  license  its  orbit- 
ing rights. 

For  satellites,  Nilson,  Simon  and 
Sternberg  headed  to  Moscow.  There 
they  closed  a  deal  under  which  the 
Russians  agreed  to  build  and  launch 
six  small-capacity  satellites  for  $130 
million — much  less  than  the  $80  mil- 
lion it  costs  on  average  to  build  and 
launch  just  one  Western  satellite. 

One  problem  remained:  paying  the 
Russians.  The  satellite  community 
was  not  taken  with  Rimsat  and  its 
Tonga  connection.  "Their  credibility 


James  Simon 
(right)  and 
Michael  Sternberg 
of  Rimsat 
With  a  scale 
model  of  one  of 
their  Russian 
satellites  now 
in  orbit. 


just  wasn't  very  high,"  recalls  Timo- 
thy Logue,  a  space  and  telecommuni- 
cations analyst  in  Washington  with 
law  firm  Reid  &  Priest.  "Russian  sat- 
ellites, Tongasat,  some  guys  from  In- 
diana— I  mean,  excuse  me." 

With  payments  coming  due  to 
Tongasat  and  the  Russians,  Rimsat 
faced  a  crisis  in  March  1993.  "The 
whole  house  of  cards  was  about  to 


collapse,"  says  Nilson. 

Then  Nilson  remembered  attend- 
ing a  satellite  conference  in  Hawaii 
two  years  earlier  where  he  met  Malay- 
sian billionaire  Dato'  Tajudin  Bin 
Ramli  (Forbes,  July  18).  Tajudin 
owned  one  of  his  country's  cellular 
licenses. 

Nilson  and  company  jumped  on  a 
plane  for  Kuala  Lumpur.  "Tajudin 
wasn't  indoctrinated  on  who  had  the 
best  satellites,"  says  Sternberg,  "but 
he  did  know  telecommunications  and 
the  Asian  market." 

Tajudin  agreed  to  purchase  a  45% 
equity  interest  in  Rimsat  for  $38  mil- 
lion. When  his  check  cleared,  Rimsat 
was  finally  open  for  business.  In  July 
1993  Simon  and  Sternberg  quickly 
took  control  of  one  Russian  satellite 
already  in  orbit,  moved  it  to  a  Tongan 
slot  and  leased  it  to  an  Indian  broad- 
caster, Sun  TV.  Since  then,  two  more 
Rimsat  satellites  have  been  launched 
and  partly  leased  out. 

Today  Rimsat's  three  satellites  pro- 
ject a  footprint  that  covers  3.5  billion 
people  and  stretches  from  Iran  to 
Hawaii.  The  company  plans  to  have 
two  more  satellites  in  orbit  within  two 
years,  broadening  the  footprint  to 
Europe  and  the  U.S.  West  Coast.  On 
an  annualized  basis,  Rimsat  has  reve- 
nues of  $12  million  and  a  cash  flow  of 
$4  million.  With  its  prime  coverage 
and  low-cost  satellites,  Rimsat  is 
poised  to  become  a  major  competitor 
in  Asia. 

Nilson,  now  56,  isn't  superrich,  but 
he's  a  lot  better  off  than  if  he'd  stayed 
at  Intelsat.  He  owns  11%  of  Rimsat 
and  20%  of  Tongasat;  the  holdings  are 
worth  about  $18  million.  Tonga's 
royal  family  is  doing  pretty  well,  too. 
The  princess'  60%  stake  in  Tongasat  is 
worth  about  $25  million.  H 
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Texas  has  a  crime  bill  of  its  own.  It's  called 
lock-up-the-worst-offenders-and-throw-away-the-key. 
Early  signs  are  it's  working  pretty,  well. 

The  Texas  lockup 


By  Christopher  Palmeri 

Last  November  Texas  voters  shot 
down  a  big  spending  proposal  for  a 
community  college.  But  they  over- 
whelmingly approved  $1  billion  of 
prison  construction  financing.  Says 
Texas  state  senator  (and  armed-rob- 
bery victim)  John  Whitmire:  "We're 
fixin'  to  have  a  lot  of  very  old  prisoners 
in  Texas.11 

Crime,  like  politics,  is  essentially 
local,  and  all  states  are  wrestling  with 
how  to  deal  with  prison  overcrowding 
and  rising  crime  rates.  But  none  is 
doing  more  than  Texas  to  keep  bad 


people  off  the  streets.  By  the  end  of 
next  year  Texas  will  have  completed  a 
three-year  prison  building  effort  that 
will  triple  the  size  of  its  prison  system. 
At  154,000  beds,  the  Texas  system 
will  pass  that  of  California,  a  state  with 
70%  more  people.  Soon  Texas  will 
house  more  prisoners  than  any  West- 
ern country  other  than  the  U.S.  itself. 
At  $2.5  billion,  prison  building  in 
Texas  is  one  of  the  largest  public 
works  projects  in  America  today. 

Under  construction  are  22,000 
"state  jail11  beds  for  nonviolent  crimi- 


Texas  prison  director  James  A.  Collins 
Building  a  prison  a  week  for  the  next  year. 


nals.  These  are  medium-security,  no- 
frills  facilities  that  look  like  dormito- 
ries and  cost  about  $20,000  per  bed 
to  construct,  20%  less  than  traditional 
penitentiaries.  Another  14,000  beds 
are  being  prepared  for  the  murderers 
and  other  hard-core  types.  Cost  of 
these  beds:  $34,000  apiece.  Texas  is 
also  building  12,000  substance  abuse 
beds,  where  criminals  will  be  locked 
up  for  6  to  12  months  of  intensive 
rehab.  This  is  the  largest  project  of  its 
kind  in  the  country. 

Texas1  new  lockup  capacity  goes 
hand  in  hand  with  a  series  of  bills  that 
substantially  change  the  duration  of 
prison  sentences  in  Texas.  After  Sep- 
tember, when  the  new  laws  kick  in, 
Texas  will  in  effect  have  two  separate 
state  prison  systems.  One  will  keep  at 
bay  violent  criminals — murderers, 
rapists,  armed  robbers  and  child  mo- 
lesters. The  other  will  house  nonvio- 
lent criminals,  mainly  unarmed 
thieves  and  drug  offenders  who  make 
up  about  43%  of  the  current  prison 
population. 

Under  the  new  sentencing  laws  vio- 
lent offenders  now  have  to  serve  a 
minimum  50%  of  "flat  time,11  mean- 
ing half  of  their  sentence  with  no  time 
off  for  good  behavior.  That's  up  from 
just  25%  under  the  old  system,  mean- 
ing, in  essence,  that  the  worst  crimi- 
nals must  now  spend  twice  as  long 
behind  bars  and  off  the  streets. 

On  the  other  hand,  a  burglar  who 
might  have  been  sentenced  to  a  maxi- 
mum of  20  years  and  actually  served 
less  than  2,  now  faces  instant  proba- 
tion, with  2  years,  real  time,  in  a 
dormitory-like  state  jail  if  that  proba- 
tion is  violated. 

Does  this  mean  Texas  is  getting 
tougher  on  violent  criminals  but 
more  lenient  with  nonviolent  ones? 
To  a  degree,  yes.  But  the  state  is  in 
effect  saying  that  it's  better  to  priori- 


es 
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One  weekend  we  cleaned  up 
over  seven  thousand  toxic  waste  sites. 

No  one  wants  a  toxic  waste  site  in  their  backyard.  The  basement  or  garage,  however, 
seems  perfectly  acceptable.  Just  count  the  toxins.  The  stripper  contains  xylene.  The  drain 
cleaner,  hydrochloric  acid.  The  pool  chemicals  have  sodium  hypochlorite. 

They're  in  your  house  and  they're  difficult  to  dispose  of.  In  fact,  every  year  untold 
millions  of  gallons  of  household  hazardous  waste  are  dumped  down  storm  sewers  leading 
directly  to  streams,  ponds,  and  wildlife.  That's  why  Chemical  Waste  Management  has  developed 
a  better  way  to  handle  it. 

Like  what  we're  doing  in  Hennepin  County,  Minnesota.  Our  specially  equipped  truck 
goes  to  different  communities  around  the  area.  Where  we  get  everything  from  corrosive  acids  to 
poisons  to  flammable  liquids. 

We're  helping  in  communities  around  the  country.  If  yours  is  one  of  them,  it  may  be  just 
the  motivation  you've  been  waiting  for  to  clean  the  basement. 

What  business  do  we  have  saying  we  help  the  environment?  That  is  our  business. 


Chemical  Waste  Management 

A  WMX  Technologies  Company 

O  1994  WMX  Technologic  !» 


Texas  prisons 


New  transfer 
facility  in 
Huntsville,  Tex. 
Nonviolent 
offenders 
will  be 
housed  in 
dormitories 
like  this. 


tize  spending,  to  protect  society  from 
the  worst  criminals. 

"We  saw  two  populations,"  ex- 
plains James  A.  Collins,  executive  di- 
rector of  the  Texas  Department  of 
Criminal  Justice,  "those  who  need 
hard  time,  and  those  who  could  be 
dealt  with  in  a  less  expensive  environ- 
ment." Adds  Larry  Gist,  a  judge  from 
Beaumont:  "There  are  provisions 
that  allow  a  judge  to  confine  even 
nonviolent  offenders  for  much  longer 
than  they  would  have  served  before." 

Unfortunately,  the  force  behind 
Texas'  prison  program  and  tougher 
sentencing  rules  was  a  convicted  killer 
named  Kenneth  McDuff.  In  1966 
McDuff  savagely  murdered  three 
teenagers  and  was  ultimately  sen- 
tenced to  life.  Nearly  every  law  en- 
forcement official  who  encountered 
McDuff  said  he'd  kill  again  if  freed. 
But  in  order  to  meet  federal  court 
orders  and  liberal  state  rules  against 
prison  overcrowding,  Texas  paroled 
McDuff  in  1989.  Three  days  later  he 
claimed  the  first  of  three  more  vic- 
tims. McDuff  now  awaits  execution 
by  lethal  injection. 

Bowing  to  public  outrage  over 
McDuffs  parole,  Texas  Governor 
Ann  Richards  sharply  curtailed  the 
number  of  prisoners  being  paroled 
from  150  a  day  down  to  63.  The  state 
legislature  began  drafting  the  new 


rules  that  will  keep  future  McDuffs 
locked  up  for  a  minimum  of  40  years. 

While  no  one  will  really  know  for 
several  years  how  effective  Texas'  new 
determination  to  keep  crooks  off  the 
streets  will  be,  the  preliminary  results 
are  encouraging.  Texas  is  one  of  the 
few  states  that  can  almost  undeniably 
link  rising  incarceration  levels  to  a 


decrease  in  violent  crime.  With 
26,000  fewer  parolees  on  the  streets, 
the  incidence  of  violent  crime  in  Tex- 
as slipped  6%  over  the  last  two  years, 
while  the  U.S.  as  a  whole  stayed  flat. 
In  Dallas  violent  crime  was  down 
31%,  one  of  the  largest  decreases  of 
any  major  city.  Is  there  a  message  in 
this  for  the  rest  of  the  country?  WM 


Convicted  killer  Kenneth  McDuff 

His  crime  spree  spurred  tougher  sentences  in  Texas. 


SO 


Forbes  ■  September  12,  1994 


"Unleash  The  Entrepreneurial  Spirit. 


It  Can  Turn  Your  Company  Around." 


Alert  to  even,'  opportunity.  Quick  to  pounce.  Proud  to  carry  off  the 
prize  while  the  competition  fumes.  This  fierce  entrepreneurial  spirit  now 
drives  many  of  America's  largest  companies,  turning  them  into  powerful 
global  competitors  once  again. 


Chemical  shares  the  entrepreneurial  need  to  move  swiftly.  We'll 
help  you  seize  opportunities  that  can  vanish  in  a  flash— from  acquisi- 
tions to  debt  restructuring  to  managing  currency  exposures,  and  more 

To  fund  your  initiatives,  we  can  arrange  bank  financing  through 


%Z  Chemical 


©  1994  Chemical  Banking  Corporation 


Ihemical  Bank  or  access  the  public  or  private  debt  markets  through  Chemical  can  work  with  you  as  banker,  advisor,  and  trading 

ihemical  Securities  Inc.  and  investment  partner  worldwide,  building  an  association  that 

As  leaders  in  global  loan  syndication,  we  know  how  to  meet  benefits  us  both, 
jgressive  timetables  and  bring  complex  financings  to  a  seamless  close.  That's  our  own  entrepreneurship  unleashed  for  you. 


Expect  more  from  us: 


Chemical  Bank  and  Chemical  Securities  Inc.  are  separate  subsidiaries  of  Chemical  Banking  Corporation.  Chemical  Securities  Inc  -Member  NASD/SIPC 


The  EPA  says  it  has  no  intention  of  shutting  down 
the  great  Kennecott  mine  and  its  2,300  jobs. 
It  sure  doesn't  act  that  way. 

Treasure  house 
or  pollution  pit? 


By  Peter  Samuel 

THERE'S  A  story  in  Utah  that  goes  like 
this:  The  first  astronauts  reported 
that  the  two  man-made  things  they 
could  see  with  the  naked  eye  were  the 
Great  Wall  of  China  and  Kennecott 
Utah  Copper  Corp.'s  Bingham,  Utah 
mine  pit. 

That  hole  is  IVi  miles  in  diameter 
and  half  a  mile  deep.  Extending  for  7 
miles  along  its  eastern  edge  are  1 ,000- 
foot-high  yellow  and  reddish-brown 
waste  rock  piles,  forming  a  stark  west- 
ern backdrop  to  Salt  Lake  City. 

To  the  Environmental  Protection 
Agency  the  mine  is  America's  con- 
tamination source  number  one.  The 
EPA  complaint  reads:  "The  pit  is  not 
lined  to  prevent  connection  with  local 
groundwater.  .  .  .  Mean  water  sam- 
ples obtained  from  pit  water  at  the 
center  of  the  pit  were  elevated  in 
metal  concentrations.  .  .  .  " 

"Unfortunately,  nature  didn't  pro- 
vide an  EPA-approved  liner  under  our 
ore  body,"  Kennecott's  vice  president 
for  technical  services,  Preston  Chiaro, 
says  wryly.  "But  I  can  assure  you  we 
are  trying  to  get  that  metal  out  of 
there  just  as  fast  as  we  possibly  can." 

Each  day  Kennecott  employees 
blast,  shovel,  truck,  convey,  mill  and 
slurry  300,000  tons  of  waste  rock  and 
ore  from  that  pit  and  dien  smelt  and 
refine  about  800  tons  of  copper,  25 
tons  of  molybdenum,  1,400  ounces 
of  gold  and  1 1 ,000  ounces  of  silver.  It 
was  here  that  open-pit  mining  of  large 
low-grade  ores  was  pioneered.  Ken- 
necott began  witii  steam  shovels  and 
has  been  doing  this  kind  of  thing  for 
90  years  at  Bingham.  The  company 
has  completely  taken  down  w 
once  called  Copper  Hill  and 
place  produced  this  huge  hole. 


Also  listed  by  epa  as  a  Superfund 
"source"  is  the  mine's  mill  tailings 
impoundment,  4  miles  by  2  miles  by 
200  feet  high.  Situated  alongside  the 
Great  Salt  Lake,  it  contains  over  2 
billion  tons  of  fines — ore  that  had 
been  milled  to  fine  dust  and  stripped 
of  its  metals  in  two  concentrators  and 
pumped  by  slurry  lines  for  dumping 
during  decades  of  metalmaking. 

In  an  earlier  era  such  huge  works 
were  lauded  as  "wonders  of  the 
world."  Abraham  Lincoln  was  think- 
ing of  mines  like  Bingham  when  he 
spoke  of  Utah's  future  as  "the  trea- 
sure house  of  the  nation."  The  miners 
nicknamed  the  mine  "Old  Reliable" 
for  its  ability  to  go  on  providing  work 
when  other  mines  flooded  or  caved  in, 
or  simply  ran  out  of  paydirt  and 
closed.  Kennecott  still  calls  the  mine 
its  crown  jewel. 

Here  at  its  starkest  is  economics 
versus  environmentalism.  Bingham  is 
the  nation's  most  productive  mine, 
and  the  EPA  wants  to  turn  it  into  the 
nation's  largest  hazardous  waste  site. 

Plenty  of  inactive  mine  sites  are 
getting  the  epa's  Superfund  treat- 
ment. And  parts  of  active  mines.  But 
Bingham  is  the  first  where  the  whole 
shebang  of  an  active  mine  is  the  sub- 
ject of  EPA  takeover:  the  mine  pit, 
mills,  acid  plants,  slurry  lines,  tailings 
heap,  slagpiles,  storm  and  leach  water 
control  systems,  smelter,  refinery  and 
adjoining  residential  areas — even  its 
railcar  "graveyard"  and  power  plant. 
Involved  is  an  area  of  57  square  miles, 
one-sixth  of  U.S.  copper  production, 
a  twentieth  of  gold  production,  $800 
million  in  annual  revenues  and  jobs 
for  2,300  people. 

EPA  aside,  Old  Reliable  has  a  big 


future,  according  to  Kennecott, 
which  is  fighting  the  EPA  listing.  The 
geology  and  economics  are  right,  says 
the  company,  for  continuing  to  get 
metals  out  of  Bingham  ore  until  at 
least  2020  by  further  widening  the 
hole  and  taking  the  pit  floor  down 
another  700  feet. 

Opened  recently  is  the  new  $625 
million  Copperton  concentrator, 
containing  the  world's  largest  (36- 
foot  diameter)  ball  mill.  Rising  now 
alongside  the  existing  one  are  the  steel 
posts  and  beams  of  a  new  $880  mil- 
lion smelter  intended  to  double  Ken- 
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necott's  copper  production.  And  it 
will  be  "the  world's  cleanest"  smelt- 
er, says  the  company. 

Not  clean  enough  for  the  folks  in 
Washington,  D.C.  The  EPA  says  the 
operation  is  a  fetid  environmental 
cesspool  containing  no  fewer  than 
103  contamination  sources. 

There's  a  major  stigma  attached  to 
being  on  Superfund's  list.  It  means 
that  banks,  investors,  even  other  gov- 
ernment agencies  "green  line"  the 
operation,  seeing  it  as  tied  up  for  years 
with  EPA  red  tape  and  litigation.  Chris 
Weiss,  a  prominent  official  in  the 


Denver  office  of  EPA,  put  it  pithily:  "It 
is  the  kiss  of  death  if  epa  declares  your 
property  a  Superfund  site." 

That's  why  there's  industrywide 
alarm  at  the  EPA  move  on  Kennecott. 
Leo  M.  Pruett,  senior  counsel  at 
Phelps  Dodge  Corp.,  told  us:  "Based 
on  the  logic  applied  to  Kennecott  at 
Bingham,  every  metals  mine  in  the 
U.S.  is  a  Superfund  candidate."  He 
says  it  is  "epa  muscle  flexing." 

The  public  docket  clerk  at  epa 
headquarters  told  us  she  couldn't  re- 
member a  Superfund  listing  which 
had  produced  such  a  huge  response  in 


tailings  from  the  mills 
Where  open-pit  mining  was 
pioneered  and  where  low 
grade  ores  have  been  milled 
for  90  years. 


hostile  complaints. 

William  Orton  (D-Utah),  whose 
congressional  district  covers  the 
mine,  told  us  Kennecott  has  been 
doing  its  own  cleanup  and  "should  be 
applauded  by  epa,  not  attacked  with 
the  Superfund  meat-ax."  Orton  says: 
"It  is  hard  to  escape  the  conclusion 
that  the  epa's  purpose  is  to  close  the 
whole  mine.  This  could  have  grave 
implications  for  the  economy." 

EPA  officials  deny  that  they  want  to 
close  the  mine.  Bruce  Diamond,  di- 
rector of  site  remediation  enforce- 
ment at  the  head  office,  says:  "We  just 
think  some  cleanup  needs  to  be 
done."  In  the  epa  Denver  office,  the 
EPA  manager  for  the  Kennecott  clean- 
up, Eva  Hoffman,  says:  "We  have 
already  come  to  agreements  with 
Kennecott  to  prevent  interference  in 
mine  operations." 

But  back  at  Kennecott,  the  man  in 
charge  of  relations  with  the  EPA, 
Chiaro,  says  he  has  no  such  assur- 
ances. The  experience  of  other  com- 
panies hit  with  far  more  limited  Su- 
perfund takeover  is  hardly  reassuring. 
Asarco,  after  spending  $7  million  on  a 
wastewater  facility  for  its  East  Helena, 
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FORTIS  IS  HERE  TO  PROTECT 


In  a  rapidly  changing  world,  you  and  the  people  you  love  need  solid  financial  answers. 
That's  the  strength  of  Fortis —  a  worldwide  financial  services  organization  $100  billion 
strong.  Built  on  a  foundation  of  solid  answers  for  over  165  years,  Fortis  stands  for  powerful 
choices  when  you  need  health  insurance  with  today  and  tomorrow  in  mind.  Life  insurance 
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EVERYONE  IN  YOUR  CASTLE. 


that  can  help  you  live  a  better  life.  Employee  benefit  plans  that  can  even  benefit  the 
employer.  Mutual  funds  carefully  managed  to  help  meet  your  investment  objectives.  And 
annuities  to  help  your  golden  years  shine  brighter.  Solid  answers  for  everyone  in  your  castle. 
From  Fortis.  A  name  you  can  trust  around  the  world... and  right  in  your  own  backyard. 


f/ortis 


SOLID  ANSWERS  FOR  A  CHANGING  WORLD" 


For  more  information,  call  your  independent  agent, 
broker  or  financial  consultant,  or  call  1^800-377-7282 . 


Kennecott 


Mont,  smelter,  has  had  it  lying  idle  all 
this  year.  It  cannot  get  an  epa  permit 
to  operate  even  though  plans  for  the 
plant  were  approved  under  the  Super- 
fund  process  as  a  remedy. 

Donald  Robbins,  director  of  envi- 
ronmental services  at  Asarco,  com- 
plains: "Superfund  means  red  tape, 
bureaucracy  and  delays.  It  always 
slows  down  cleanup,  while  costs  go 
through  the  roof." 

Walter  Nowotny,  general  counsel 
at  the  Doe  Run  Co.,  says:  "Superfund 
is  a  bit  like  a  meat  grinder.  Once  it  has 
caught  you  by  the  sleeve,  it  relentless- 
ly drags  you  through  its 
workings." 

Perhaps  the  greatest 
irony  of  the  epa's  Super- 
fund  move  against  Ken- 
necott is  that  the  compa- 
ny is  already  in  the  mid- 
dle of  a  large  voluntary 
environmental  project. 
In  three  years  it  has 
cleaned  up  about  the 
same  amount  of  con- 
taminated material  (13 
million  cubic  yards)  as 
epa's  Superfund  pro- 
gram has  dealt  with  na- 
tionwide at  1,252  sites 
over  14  years.  To  move 
its  13  million  cubic  yards 
the  epa  has  spent  $9.1 
billion,  while  its  13  mil- 
lion cubic  yards,  Kenne- 
cott says,  has  cost  it  $85 
million.  The  Kennecott 
cleanup  peaks  this  year, 
with  $80  million  being 
spent  and  400  contrac-  ■BBB 
tor  personnel  involved. 

Kennecott's  cleanup  was  initiated 
in  1991,  when  the  company  was  told 
it  risked  Superfund  listing.  It  hired 
some  top  environmental  engineers 
and  lawyers,  funded  studies  and  bud- 
geted $200  million  for  a  four-year 
cleanup,  while  negotiating  with  the 
EPA  for  an  umbrella  agreement  where- 
by it  would  continue  further  environ- 
mental work  outside  the  framework 
of  Superfund.  Those  negotiations 
foundered,  mainly  over  money.  The 
EPA  wanted  financial  guarantees  of 
around  SI  .2  billion.  That  was  just  too 
rich  for  Kennecott,  which  is  now- 
owned  by  RTZ  Pic. 

Kennecott's  worst  environmental 
problem  has  been  leakage  of  acid 


mine  drainage  from  unlined  storm 
and  leach  water  ponds  into  the  aquifer 
of  the  Jordan  Valley  south  of  Salt  Lake 
City.  The  drainage  contains  some  dis- 
solved lead  and  arsenic.  The  $200 
million  cleanup  underway  consists  of 
complete  reconstruction  of  the  mine 
wastewater  collection  system — earth- 
en holding  dams  are  being  dredged  of 
sludge,  then  lined  with  impervious 
material  and  fitted  with  leak  detec- 
tors. In  22  gulches  along  the  7  miles 
of  active  waste  rock  dumps,  concrete 
drainage  cutoffs  are  being  built  right 
down  to  bedrock.  The  old  open  con- 


The  Bingham  mine  waste  disposal  area 
Newly  lined  but  still  on  EPA's  list. 


crete  channel  is  relegated  as  a  backup 
to  a  new  network  of  large -diameter, 
black  polyethylene  pipes. 

More  spectacular,  if  less  justified  by 
any  real  health  concerns,  has  been  the 
company's  massive  earthmoving  of 
old  tailings  and  sludges  at  a  variety  of 
sites  around  its  150-square-mile 
property.  By  the  end  of  the  year  some 
16  million  cubic  yards  of  soil  and  rock 
with  elevated  metals  will  have  been 
capped  in  place,  put  in  lined  and 
capped  repositories  or  moved  inside 
the  mine  pit's  leach  water  system. 

epa's  hazard  ranking  of  Kennecott 
makes  no  allowance  for  the  compa- 
ny's cleanup.  Indeed,  the  1,200- 
page-plus  "Documentation  Record" 


lists  as  "sources"  of  contamination 
dams  that  have  already  been  dredged 
and  lined  and  tailings  that  have  been 
capped  or  removed — under  epa  over- 
sight. Two  approved  on-site  waste 
repositories  and  the  groundwater 
protection  system  itself  are  named  as 
"sources"  too. 

Included  among  epa's  "potential" 
contamination  sources  are  mills  the  EPA 
could  have  found  only  on  musty  yel- 
lowing maps  and  in  archival  accounts, 
for  they  no  longer  exist.  Source  num- 
ber 7  is  the  Utah-Apex  Mill,  where 
there  was  a  sensational  manhunt  of 
Mexican  fugitive  Raphael 
■  *  f  Lopez  in  November 
il  1913.  This  mine  closed  in 
the  1930s.  Together  with 
17  other  EPA-listed 
"sources"  of  current  con- 
tamination, it  has  long 
since  been  swallowed  up 
by  the  huge  pit. 

Kennecott  surveyors 
say  the  Utah-Apex  Mill 
site  is  now  900  feet 
above  ground  level,  and 
the  others  are  several 
hundreds  of  feet  up  in 
midair!  Any  heavy  met- 
als of  epa  concern  have 
long  since  been  pro- 
cessed through  Kenne- 
cott's mills  and  smelter. 
Another  12  EPA-listed 
contamination  sources 
are  deeply  buried  under 
billions  of  tons  of 
rock  waste  on  the  pit's 
east  side. 

The  public  docket  at 
epa  shows  the  U.S.  Bu- 
reau of  Mines'  protesting  the  use  of 
false  data  against  Kennecott:  "To 
make  regulatory  decisions  and  to  take 
enforcement  actions  upon  incom- 
plete, unsubstantiated  and  perhaps 
outdated  data  is  not  representative  of 
the  Administration's  desire  that  regu- 
lator)' decisions  be  based  upon  scien- 
tifically sound  data."  The  bureau 
complains  the  listing  could  "adversely 
affect  the  nation's  economy"  and  says 
it  is  "inappropriate"  to  Superfund 
active  mine  facilities. 

The  Superfund  law  is  directed  at 
"abandoned"  hazardous  sites,  but 
epa  clearly  goes  where  the  money  is. 
Kennecott  has  deep  pockets,  and 
the  epa  senses  easy  pickings.  H 
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Get  Away  From  High  Monthly 

Payments  Before  This 
Special  Summer  Offer  Gets  Away. 


Enjoy  the  peace  and  quiet  of  the  all-new  Cadillac  DeVille  for  only  $429  a  month  for  24  months  with  $2,800  down, 
hile  you  also  enjoy  the  peace  of  mind  of  the  DeVille's  Airbank.  System  that  helps  protect  all  three  front-seat  passengers. 

Call  1-800-3  3  3-4CAD. 


$429*  or  $0Down 

a  month  $551  a  month 

24-month  Smartlrasc/$2,800  down  24-month  Smart  Lease 


Before  Summer  Gets  Away,  See  Your  Local  Cadillac  Dealer. 


Cadillac  DeVille 

Creating  A  Higher  Standard^ 


•24-MONTH  SMARTLEASE:  FIRST  MONTH'S  LEASE  PAYMENT  OF  $429  PLUS  $450  REFUNDABLE 
SECURITY  DEPOSIT  AND  CONSUMER  DOWN  PAYMENT  OF  $2,800  LOR  A  TOTAL  OF  $3,679  DUE 
AT  LEASE  SIGNING.  MONTHLY  PAYMENT  IS  BASED  ON  A  CAPITALIZED  COST  OF  $30,788  FOR  A 
TOTAL  OF  MONTHLY  PAYMENTS  OF  $10,296. 


"24-MONTH  SMARTLEASE  WITH  NO  DOWN  PAYMENT:  FIRST  MONTH'S  LEASE  PAYMENT  OF 
$551  PLUS  $575  REFUNDABLE  SECURITY  DEPOSIT  FOR  A  TOTAL  OF  $1,126  DUE  AT  LEASE 
SIGNING.  MONTHLY  PAYMENT  IS  BASED  ON  A  CAPITALIZED  COST  OF  $33,588  FUR  A  TOTAL  OF 
MONTHLY  PAYMENTS  OF  $13,224. 


Paymei 
9/28A 


pics  based  on  a  l°s>4  DeVille:  $S4.s'()S  MSRP  including  destination  charge.  Tax.  license,  title  lees  and  insurance  extra.  You  must  take  retail  delivery  out  of  dealer  stock  by 

njun,ents  may  be  higher  or  lower.  Payments  may  Ix-  slightly  higher  in  Alabama.  Connecticut.  Hawaii.  Rhode  Island.  Texas  and  Virginia  Option  c.i  pun  |Mv  .ir  lease  .-nil    Al» »> ^ww^afct^hrfK. '^'"^'^^j^'  I 


lor  $24,956.  Mileage  rharge  of  $.10  per  mile  over  ilUXX)  miles  Lessee  pays  for  excessive  wear  aod  use.  liMAC  must  approve  lease.  See  your  participating  dealer  for  qualification  details 


The  educational  establishment  has  discovered  yet  another  way 
to  raid  the  federal  Treasury— and  possibly  state  treasuries  as  well: 
prepaid  tuition  programs.  The  programs  are  politically  alluring, 
economically  dangerous. 


Time  bomb 


By  Graham  Button  and  Rita  Koselka 

Michael  Bostler,  a  principal  at  Chi- 
cago investment  consulting  firm  Per- 
formance Analytics,  Inc.,  waxes  rhap- 
sodic about  one  of  his  clients.  "I  can't 
think  of  a  more  positive  program,"  he 
gushes. 

The  object  of  his  enthusiasm  is  the 
state  of  Alabama's  prepaid  college 
tuition  program. 

Alabama  is  one  of  seven  states — the 
number  is  growing — that  have  pro- 
grams to  help  residents  squirrel  away 
money  now  to  reduce  the  burden  of 
paying  for  college  later.  In  theory,  the 
parents  benefit  by  paying  for  a  future 
education  at  prices  close  to  current 
levels.  Outrageous  as  these  prices  are, 
everybody  assumes  they  will  be  yet 
more  outrageous  when  11 -year-old 
Sally  is  ready  for  college. 

Parents  pay  either  a  lump  sum  or  in 
installments  to  a  state  trust  fund, 
which  invests  the  money.  The  price 
varies  by  the  child's  age  and,  in  some 
states,  by  the  type  of  school  he  or  she 
is  expected  to  attend.  The  state  prom- 
ises to  pay  the  child's  tuition  at  a  state 


Florida  International  University 


University  of  Alabama 


college  or  university  when  he  or  she 
matriculates. 

Parents  believe  they  are  buying  in- 
surance against  the  possibility  that 
tuition  increases  will  outpace  the  re- 
turns they  could  get  from  investing  in 
traditional  college  savings  vehicles, 


Florida  has  the  biggest— 
and  most  aggressively  mar- 
keted—of all  the  state  pro- 
grams: 276,000  contracts 
sold,  $680  million  in  assets. 
The  program  has  the  full  faith 
and  credit  backing  of  the 
state.  Because  of  rising  inter- 
est rates,  its  investment 
portfolio  lost  5%  in  the  fiscal 
year  ended  June  30.  But 
over  the  life  of  the  program, 
returns  have  averaged  8% 
annually.  That  has  helped  give 
the  program  an  actuarial 
surplus. 


Alabama's  program  has  sold 
some  37,000  contracts — no 
mean  feat  in  a  state  with 
one  of  the  lowest  per-capita 
income  levels  in  the  nation. 
Current  assets:  $175  million. 
So  far  investment  returns 
have  comfortably  exceeded 
tuition  inflation.  But  be- 
cause the  program  isn't 
backed  by  the  full  faith  and 
credit  of  the  state,  it  faces  a 
potential  federal  tax  liabil- 
ity. Such  a  tax  hit  would 
increase  the  possibility 
of  a  taxpayer  bailout. 


like  mutual  funds  (Forbes,  Aug.  29). 

The  idea  sounds  appealing.  In  fact, 
it  is  a  political  and  economic  time 
bomb.  States  are  selling  the  programs 
based  on  their  belief  that  they  can 
successfully  underwrite  the  risk  of  ris- 
ing tuitions  at  public  universities. 
From  1980  through  the  1992-93 
school  year,  tuition  inflation  at  four- 
year  public  institutions  has  averaged 
7%  to  8%  annually. 

What  if  the  programs  fall  short  of 
expectations,  resulting  in  unfunded 
liabilities  that  might  require  taxpayer 
bailouts?  Not  to  worry,  say  adminis- 
trators and  advisers,  who  insist  the 
programs  are  actuarially  sound. 

In  the  bull  stock  and  bond  markets 
of  the  past  few  years,  investment  re- 
turns have  generally  exceeded  tuition 
increases.  Take  Florida's  program, 
whose  $680  million  in  assets  consist 
mostly  of  Resolution  Funding  Corp. 
zero  coupon  bonds.  From  its  incep- 
tion in  1988  through  the  fiscal  year 
ended  this  June,  it  has  achieved  an 
average  annual  return  of  8%  on  its 
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If  time  is  money,  these  are  the  least 
expensive  fax  machines  you  can  own. 


Introducing  the  top  of  the  line  plain  paper  facsimiles  from  Canon. 


In  business,  it's  a  fact  that  the  less  time  you 
spend,  the  more  money  you  save.  Which  is 
precisely  the  idea  behind  our  new  7500  and 
7000  LASER  CLASS®  fax  machines. 

Each  offers  advanced  features  that  reduce 
the  time  people  spend  on  the  phone  line  and 
at  the  machine.  Features  like  connectivity 
capabilities  that  let  you  send  and  receive  doc- 
uments without  ever  leaving  your  desk.  And 
a  memory  capacity  of  up  to  288  pages  so  you 
can  deal  with  volumes  of  documents  at  your 
convenience,  not  the  machine's.You'll  also  have 
volumes  more  paper  at  your  disposal  with  a 
paper  capacity  of  up  to  1,100  sheets. 

LASER  CLASS  is  a  registered  trademark  of  Canon  Inc. 

UHQ  is  a  trademark  of  Canon  Inc.  ©  1994  Canon  U.S.A.,  Inc. 

LASER  CLASS, 

PLAIN     RARER  FACSIMILE 


And  because  time  can  also  affect  your 
fax  line  charges,  we  reduced  the  amount  of  it 
you'll  spend  on  transmissions  to  a  mere  six 
seconds  per  page.* 

The  7500  and  7000  are  just  part  of  our 
full  line  of  LASER  CLASS  facsimiles  including 
the  5500  and  the  5000. 

Of  course,  whichever  model  you 
choose,  Canon's  exclusive  UHQ  "  image 
processing  and  laser  technology  give  you 
consistently  high-quality  output.  And  every 
model  delivers  the  kind  of  reliable  perfor- 
mance that  has  made  Canon  #1  in  plain 
paper  facsimile  5  years  running. 

'Based  on  CCITT  #1  chart  (standard  mode). 


When  the  rest  say  you  can't,  Canon  says 
you  can. 

Call  1-800-OK-CANON  for  more 
information.  You'll  find  it's  time  well  spent. 


I  i 


Canon 


In  the  past  year, 


we  ve  seen  our 


storage  business 

TOW  30%,  our 
PC  business  grOW  100%,  and  our 

Alpha  AXP  sales  increase  164% 


Some  people  think  those  figures 
already  represent  a  comeback.  To  us, 
it's  just  a  beginning.  Digital  is  chang- 
ing from  a  company  famous  for  com- 
plicated decision-making,  to  one 
famous  for  decisiveness. 

At  our  new  Computer  Systems 
Division,  we're  applying  the  lessons 
learned  in  our  PC  operation  to  our 
core  business.  The  result:  a  division 
with  its  own  manufacturing,  engi- 
neering, sales  and  marketing — one 
that  lets  us  pay  more  attention  to  your 
needs,  with  systems  unequaled  in 
their  openness  and  range  of  choice. 


THE  BEST  OF  CISC. 
THE  BEST  OF  RISC 

That  choice  begins  with  two  equally 
supported  platforms — Intel™  CISC 
for  very  high  volume  and  high  perfor- 
mance PC  clients  and  servers,  and  our 
64-bit  Alpha  AXP™  RISC  for 
absolutely  blinding  performance  in 
workstations  and  servers.  And  we 
offer  the  only  products  you  can  con- 
vert from  CISC  to  RISC. 

Now  the  industry  is  finally  begin- 
ning work  on  64-bit  RISC,  and  we're 
happy  to  see  this  endorsement  of 
Alpha  AXP  But  HP  and  Intel  say  it'll 
take  a  few  years.  We  have  64-bit 
RISC  now.  With  6,000  applications. 


OUR  SYSTEM:  MANY  SYSTEMS 

Fact  is,  Digital  is  a  multiple  operatii 
system  company  because  that's  wha 
most  of  you  are.  In  DEC  OSF/l  f 
we  have  the  most  standards-complis 
highest  quality  UNIX"  in  the  indusi 
It  gives  you  outstanding  high  availal 
ity  features  through  clustering  and  t 
fastest  recoverability  of  any  UNIX 
the  market.  And  ours  is  the  only  co 
mercial  64-bit  UNIX  system,  whicl 
experts  say  will  keep  us  the  price/ 
performance  leader  for  years. 

We  offer  OpenVMS,M  because 
millions  need  it,  as  it  provides  the  \ 
clustering  capabilities  on  the  marke 
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ligh-  security,  high-throughput, 
less-critical  work.  We  plan  to 
ort  it,  invest  in  it,  keep  customers 
operational  with  it,  and  intro- 
•  it  to  new  customers  as  well, 
/hat's  more,  Digital  has  part- 
d  with  Microsoft"  to  bring  you 
Windows™  operating  environ- 
t,  Windows  NT™  Workstation 
Server. 

.11  these  system  options  give  you 
very  important  thing.  Choice 
out  compromise. 
UR  SOFTWARE:  TRULY  OPEN 

openness  even  extends  to  software, 
excellent  example  is  our  PATH- 
RKS™  application,  which  lets 
connect  with  anybody  on  virtu- 
my  network  operating  system,  no 


matter  what  client  you're  on.  And  our 
LinkWorks™  software  lets  you  share 
and  edit  work  regardless  of  application, 
on  most  any  network  operating  system. 

OUR  STRATEGY: 
YOU  CALL  THE  SHOTS 

This  multiple  platform/multiple  oper- 
ating system  strategy  means  we  never 
have  to  force  a  migration  on  you.  You 
choose  what's  best  now  and  we  support 
it.  You  decide  when,  where,  or  if  you 
want  to  migrate  and  we  provide  what 
you  need.  Simple. 

THE  MOST  ADVANCED 
TECHNOLOGY 

Nothing  proves  this  better  than  our 

pioneering  64-bit  RISC  architecture. 

Where  else  in  this  industry  are  so  many 

competitors  so  far  behind  a  single  leader? 


But  don't  worry, 
we're  plannini 
comeback. 


Right  now,  our  Alpha  AXP  clients 
and  servers  offer  the  highest  perfor- 
mance and  the  best  price/perfor- 
mance you  can  buy. 

THE  EASIEST 
TO  DO  BUSINESS  WITH 

One  thing  that  definitely  isn't  chang- 
ing is  our  world-class  service  and 
support.  To  be  even  more  responsive, 
we're  dramatically  expanding  our 
relationships  with  resellers,  VARs  and 
System  Integrators.  Of  course,  if  you 
need  a  direct  relationship,  we're  here, 
with  our  partners,  delivering  the 
products.  Our  goal  is  to  be  the  easi- 
est company  to  do  business  with. 
With  the  products  and  support  that 
will  keep  you  competitive  into  the 
21st  century. 
Just  like  us. 
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Prepaid  tuition  programs 


portfolio,  which  is  managed  by  U.S. 
Trust.  That's  ahead  of  the  7.5%  the 
program's  actuaries  say  is  needed  to 
cover  operating  expenses  and  as- 
sumed average  annual  tuition  in- 
creases of  7.3%.  Fortunately,  the  state 
legislature  sets  public  university  tu- 
ition levels  in  Florida. 

For  its  program,  Alabama  assumes 
it  will  earn  an  average  annual  return  of 
9.3%,  while  annual  tuition  inflation  is 
pegged  at  7.1%.  Its  $175  million  in 
assets  consists  mostly  of  domestic  and 
international  fixed  income  and  equity 
investments.  Since  it  began  building 
its  portfolio  in  1990,  the  program  has 
achieved  compound  average  annual 
returns  of  1 1 .2%.  The  average  tuition 
at  four-year  state  schools,  meanwhile, 
has  grown  at  7%  a  year. 

But — as  the  customary  cautionary 
phrase  so  delicately  puts  it — past  re- 
turns are  no  guarantee  of  future  re- 
turns. Indeed,  Alabama  is  down  1.4% 
on  its  investments  in  the  nine  months 
through  June  30.  And  Ohio,  after 
achieving  an  average  annual  return  of 
11.1%  on  its  program's  investment 
portfolio  in  the  three  years  ended 
June  30,  1993,  saw  returns  in  the 
most  recent  fiscal  year  drop  to  0.85%. 
Meanwhile,  college  costs  keep  rising. 

Consider  the  fate  of  the  nation's 
pioneering  prepaid  college  savings 
program.  Duquesne  University,  a  pri- 
vate school  in  Pittsburgh,  began  sell- 
ing prepaid  tuition  contracts  in  1985. 
The  program  was  closed  down  in 
1988,  after  returns  on  its  portfolio  of 
zero  coupon  Treasury  bonds  failed  to 
cover  surging  tuition  costs. 


University  of  Massachusetts 


Pennsylvania  State  University 


But  the  biggest  appeal  of  these 
programs  is  an  almost  unspoken  one: 
Most  of  them  involve  an  officially 
sanctioned  raid  on  the  federal  Trea- 
sury in  the  form  of  a  disguised  subsidy 
to  higher-income  families. 

Most  are  premised  on  the  assump- 
tion that,  as  state  entities,  they're  tax 
exempt.  But  the  Internal  Revenue 
Service  has  begged  to  differ  in  the  case 
of  the  Michigan  Education  Trust 
(met).  To  avoid  saddling  taxpayers 
with  any  potential  liabilities,  the  trust 
was  organized,  in  1986,  by  Michi- 
gan's then  Governor  James  Blan- 
chard,  as  an  independent  entity  with- 
in the  state's  treasury  office.  Because 
of  that  independence,  the  IRS,  in  a 
1988  private  letter  ruling,  declared 
met's  investment  returns  to  be  tax- 
able at  the  corporate  rate.  The  agency 


Massachusetts  has  the  only 
risk-sharing  program.  Partici- 
pating private  and  public 
universities  in  the  state  agree 
to  hold  tuition  costs  for  en- 
rollees  to  2%  above  inflation. 
With  education  the  third- 
largest  industry  in  the  state, 
backers  view  it  as  an  eco- 
nomic development  tool. 
Eventually,  program  admin- 
istrators hope  to  offer  the 
plan  to  out-of-state 
residents  as  well. 


Pennsylvania  introduced  its 
program  last  year,  promoting 
payment  requirements  of  as 
low  as  $2.90.  Innovation:  It 
requires  different  payment 
levels  for  different  schools 
in  the  state.  The  program 
assumes  both  it  and  its  ben- 
eficiaries are  tax  exempt. 
However,  the  odds  aren't 
good  if  Michigan  loses  its 
appeal. 


also  ruled  that,  at  matriculation,  taxes 
would  be  payable,  at  the  student's  tax 
rate,  on  the  amount  by  which  the 
actual  tuition  exceeded  the  prepay- 
ment. Michigan  went  on  selling  the 
program  and  sued  the  IRS.  met  lost  its 
case  in  district  court  in  July  1992.  Its 
appeal  is  currently  pending  in  federal 
court  in  Cincinnati. 

To  attract  purchasers,  Michigan 
initially  priced  its  prepaid  tuition  con- 
tracts at  up  to  a  25%  discount  to 
current  tuition  rates.  To  justify  the 
discount,  the  met  board  made  an 
aggressive  assumption  of  a  9.75%  av- 
erage annual  return.  According  to  the 
Employee  Benefit  Research  Institute, 
the  average  actuarial  assumption  for 
pension  funds  is  8.2%.  met  also  as- 
sumed annual  tuition  inflation  of 
7.3%,  despite  its  8.9%  average  growth 
rate  over  the  prior  20  years.  "For 
political  reasons,  Michigan  discount- 
ed its  contracts  severely,"  explains 
Jeffrey  Lehman,  dean  of  the  Universi- 
ty of  Michigan's  law  school.  "It  was 
socially  irresponsible  to  be  that  ag- 
gressive on  all  fronts — tuition  infla- 
tion, expected  returns  and  an  over- 
hanging tax  uncertainty." 

In  1990  newly  elected  Governor 
John  .Engler  suspended  sales  of  the 
program,  and  they  have  not  been 
revived.  But  met  has  nearly  55,000 
contract  beneficiaries,  assets  of  $535 
million,  and  a  potential  future  liability 
that  could  exceed  $1  billion. 

What  is  amply  clear  is  that,  precisely 
because  of  the  way  the  legislation  set 
up  the  plan,  the  Michigan  govern- 
ment has  no  legal  obligation  to  make 
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NO  DRAWER  IS  SAFE  if  it  contains  the  legendary  cotton  oxford  from 

Brooks.  Decisively  rated  the  best  of  its  kind,  it  is  the  single  most 
sought-after  item  in  the  Brooks  Brothers  wardrobe.  At  $48,  it  is  worth 

buying  in  quantity  as  a  hedge  against  unauthorized  use.  Other  dress 
shirts,  in  an  A-to-Z  of  colors,  collars  and  patterns,  are  priced  from  $38. 
For  store  locations  or  a  catalog,  please  call  1-800-274-1816. 


Prepaid  tuition  programs 


University  of  Michigan 


Michigan's  program  has 
been  a  political  football.  Sales 
have  been  suspended  since 
1990.  The  program  is  fighting 
the  IRS  but  paying  taxes.  It 
assumes  that  its  initial  invest- 
ments—primarily preferred 
stocks — will  earn  a  compound 
average  annual  return  of 
9.75%;  any  new  money  and  re- 
invested funds  are  assumed 
to  earn  7%.  Last  year's  return: 
8.9%.  Unless  the  plan  is  re- 
activated and  catches  up  on 
lost  sales,  its  actuarial  sur- 
plus will  become  a  deficit. 


the  plan  whole.  But  imagine  the 
screams  from  vociferous  middle-class 
parents  if  the  plan  doesn't  keep  its 
promises.  What  legislature  could  re- 
sist appropriating  the  money? 

In  Florida  the  state  guarantees  it 
will  honor  the  contracts  of  all  students 
who  are  within  five  years  of  matricula- 
tion if  the  plan  should  fail.  Those  who 
aren't  within  the  live-year  limit  will 
get  back  their  principal  plus  a  return  at 
least  equivalent  to  die  passbook  sav- 
ings rate,  now  around  1.5%.  Despite 
this  partial  tuition-payment  guaran- 
tee, Florida's  marketing  literature 
trumpets  the  program  as  "risk-free" 
and  fully  guaranteed. 

An  Alabama  brochure  boasts  of  a 
similar  "guarantee,"  even  though  its 
program  isn't  backed  by  the  credit  of 
the  state  and  may  not  be  tax-exempt  at 

Ohio  State  University 


all.  Should  the  IRS  prevail  against  Mich- 
igan, "it  would  create  a  tremendous 
problem  for  us,"  concedes  Brenda  Em- 
finger,  executive  director  of  the  Ala- 
bama program.  "My  approach  would 
have  to  be  to  go  to  the  legislature  and 
ask  for  some  assistance." 

Ohio  has  put  on  its  November 
ballot  a  constitutional  amendment  to 
back  its  program  with  the  full  faith 
and  credit  of  the  state.  This  would 
presumably  solve  the  tax-exemption 
problem  but  put  the  state  on  the  hook 
for  any  potential  unfunded  liabilities. 

On  the  federal  level,  Senator  Mitch 
McConnell  (R-Ky.)  and  Representa- 
tive Tom  Barlow  (D-Ky.)  have  pro- 
posed legislation  that  would  grant 
tax-exempt  status  to  all  state-spon- 
sored college  savings  programs.  But 
no  action  is  expected  until  the  Gener- 


al Accounting  Office  completes  a 
study  of  the  prepaid  tuition  programs 
and  the  Joint  Committee  on  Taxation 
estimates  the  revenue  loss  were  the 
programs  to  become  tax  exempt. 

Will  Congress  go  along?  Maybe, 
but  if  it  does  the  U.S.  Treasury  will  be 
saddled  with  one  more  entitlement  of 
unknown  future  cost. 

Despite  the  tax  and  investment  un- 
certainties, other  states  are  plunging 
ahead  with  prepaid  programs,  claim- 
ing to  have  cherry-picked  the  best 
features  of  earlier  programs  while 
avoiding  their  pitfalls.  One  feature  is 
portability,  which  allows  students  to 
apply  what  would  have  been  paid  for 
tuition  at  a  state  university  to  private 
colleges,  in-state  and  even  out-of- 
state.  Pennsylvania,  which  enacted  a 
prepaid  tuition  program  last  year, 
touts  the  opportunity  to  buy  units  for 
as  little  as  $2.90,  thereby  encouraging 
lower-income  people  to  save  for  col- 
lege. Arkansas  and  Louisiana  hope  to 
have  programs  up  and  running  in 
1995.  Virginia,  more  prudent,  has 
passed  enabling  legislation  but  will 
not  implement  its  plan  until  the  tax 
issues  are  resolved. 

So  far,  Massachusetts'  plan  is  the 
most  responsible.  It  is  lining  up  pri- 
vate universities  to  share  the  risk  of 
tuition  inflation.  The  program,  being 
rolled  out  this  fall,  prescribes  that  the 
trust  will  buy  bonds  issued  by  the 
state.  These  bonds,  which  would  be 
free  of  state  and  federal  taxation, 
guarantee  yields  at  inflation  plus 
2.5%.  Purchasers  buy  the  face  amount 
necessary  to  fund  tuition  at  a  partici- 
pating public  or  private  college  or 
university  today.  The  school  guaran- 
tees to  keep  its  tuition  growth  to  2% 
above  inflation. 

But  if  tuition  inflation  jumps,  the 
state  and  the  colleges  could  be  in  trou- 
ble under  the  Massachusetts  plan. 

What  if  states  had  to  price  their 
contracts  as  the  private  sector  plans  to 
do,  without  benefit  of  the  tax  exemp- 
tion? In  Alabama's  case,  says  Brenda 
Emfinger,  it  would  "price  us  out  of 
business.  People  would  go  out  and 
secure  other  investments  to  achieve 
the  same  result  at  a  better  price." 

Cut  through  the  rhetoric,  and  these 
college  plans  can  be  seen  for  what  they 
really  are:  just  what  the  country  needs. 
Yet  another  middle-class  tax  entitle- 
ment subsidy.  MB 


Ohio's  program  has  sold 
31,500  contracts.  Current 
assets:  around  $115  million. 
Anticipating  passage  of  a 
constitutional  amendment 
on  the  state's 
upcoming  ballot,  the 
program  recently  stopped 
putting  money  aside  to  cover 
potential  federal  taxes  on 
its  investment  gains.  By  back- 
ing the  program  with  the  full 
faith  and  credit  of  the  state, 
the  amendment  would  pre- 
sumably assure  a  federal 
tax  exemption. 
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By  expecting  the  unexpected 
we  are  financially  stronger  than  ever. 


Events  of  the  last  several  years  have 
been  tough  on  some  reinsurers. 
Since  1 982,  more  have  left  the  business 
than  remain.  Now  clients  are  seeking 
those  reinsurers  with  the  financial 
strength  to  offer  stable  capacity 
regardless  of  market  conditions. 

American  Re  has  a  balance  sheet 
that  is  stronger  than  ever.  This  is  a 
result  of  expert  underwriting  and  a 
sound,  consistent  business  strategy 
that  does  not  depend  on  underwriting 
cycles  or  a  flashy  investment  portfolio. 
In  fact,  we  are  one  of  only  three  U.S. 
reinsurers  that  shows  a  statutory 
surplus  of  more  than  $1  billion.  And 
our  A.M.  Best  rating  is  A+  (Superior). 


American  Re  is  a  direct  writer,  with 
77  years  of  professional  reinsurance 
experience.  We  bring  specialists  with 
a  broad  range  of  expertise  directly  to 
our  clients.  By  performing  detailed, 
multi-disciplined,  front-end  screening 
of  business  opportunities,  we  assure 
that  our  program  meets  the  client's 
needs  and  that  our  price  accurately 
reflects  the  client's  exposure,  pricing 
and  loss  experience  —  not  the 
market's.  Because  of  our  expertise, 
both  insurers  and  non-insurers 
routinely  hire  us  to  consult  and  perform 
due  diligence  on  their  operations. 
And  with  27  offices  worldwide, 
our  business  opportunities  are 


geographically  diverse,  enabling  us 
to  maximize  our  potential  for 
profitable  growth  in  selected  markets. 

At  American  Re,  we  make  it  our  busi- 
ness to  be  prepared  for  whatever  may 
happen.  That  means  better  results  for  us 
and  for  our  clients.  For  more  information 
about  how  American  Re  is  redefining 
reinsurance,  call  us  at  (609)  243-4684. 
American  Re-Insurance  Company  is 
the  principal  operating  subsidiary  of 
American  Re  Corporation,  which  is 
listed  as  ARN  on  the  NYSE. 

AMERICAN 

RE  INSURANCE  COMPANY 

555  College  Road  East,  Princeton,  NJ  08543-5241 


Atlanta,  Bermuda,  Bogota,  Boston.  Brussels,  Cairo,  Chicago,  Columbus,  Dallas,  Hartford,  Kansas  City,  London,  Los  Angeles,  Melbourne,  Mexico  City 
Minneapolis,  Montreal,  New  York,  Philadelphia,  Princeton,  San  Francisco,  Santiago,  Singapore,  Sydney,  Tokyo,  Toronto,  Vienna 
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YouVe  just  come 
into  a  sizeable 
sum  of  money. 
You  know  what 
to  do  first. 
But  what  do  you 
do  second? 


The  acquisition  of  wealth  can  be  a  euphoric  experience.  Managing  it  is  another  matter.  The  perfect 
point  at  which  to  talk  with  a  J.  R  Morgan  private  banking  advisor.  About  building  and  preserv- 
ing your  assets  creatively.  Globally.  And  by  working  closely  with  a  Morgan  team  of  analysts  and 
financial  strategists,  prudently.  The  way  we  see  it,  coming  into  money  is  cause  for  celebration. 
Starting  an  enduring  financial  partnership  should  be,  too.  If  you  have  assets  of  $5  million  or  more, 
call  Richard  B.  Jones  at  (213)  489-9339  or  call  George  W.  Rowe  t  jj  ~\M S\y* 
at  (415)  954-3200,  J.R  Morgan  California.  Private  Banking  J  _T  lVlOI 

New  York,  Wilmington,  Del.,  Chicago.  Palm  Beach,  Los  Angeles,  San  Francisco,  Brussels.  Frankfurt,  London.  Madrid,  Milan,  Nassau,  Paris.  Geneva,  Hong  Kong,  Singapore,  Tokyo 
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Karen  Davis  wanted  her  kids  to  learn  about  business. 
So  they  started  one. 

Starting  'em 
young 


By  Robert  Lenzner 

From  the  late  1970s  to  1990  Karen 
Zehring  Davis  started  and  sold  three 
small  financial  publishing  businesses, 
including  Corporate  Finance  maga- 
zine. In  1990  she  and  her  second 
husband,  filmmaker/author  Peter 
Davis,  moved  to  Castine,  on  the 
Maine  coast,  to  raise  her  kids.  As  her 
children  grew — Jesse  is  14  and  Tonia 
is  nearly  13 — Davis,  now  48,  decided 
their  education  wouldn't  be  complete 
unless  they  knew  something  about 
business,  so  she  helped  them  start  and 
run  one  of  their  own.  "I  wanted  Jesse 


and  Tonia  to  be  business  literate,"  she 
says,  "to  understand  what  drives  the 
American  mentality." 

In  1992  the  Davis  Baking  Co.  was 
born.  Jesse,  then  11,  owned  all  the 
stock;  Tonia,  then  10,  was  promised 
she  could  buy  in  later.  The  company 
would  bake  and  sell  cookies  and  cakes 
in  their  small  town  (pop.  517).  In  her 
prepublishing  New  York  days,  Karen 
Davis  had  baked  cakes  for  Zabar's,  the 
Upper  West  Side  food  emporium, 
and  she  had  developed  dessert  recipes 
for  Cafe  des  Artistes,  the  New  York 


restaurant  owned  by  her  first  hus- 
band, George  Lang. 

Working  on  the  kitchen  table,  the 
three  Davises  designed  marketing 
brochures  and  a  rudimentary  system 
of  financial  controls  that  differentiat- 
ed between  materials  costs  and  sales 
costs.  The  kids  stuffed  the  brochures 
into  mailboxes  around  town,  and  did 
the  baking  as  orders  came  in — an  early 
lesson  in  risk  control  and  just-in-time 
inventory  systems. 

First-summer  revenues:  $1,900. 
After  paying  expenses,  $700  was  left 
over,  not  a  huge  return  for  three 
people's  labor,  but  not  bad  for  a  start. 
More  interested  in  soccer  and  tennis 
than  business,  Jesse  cashed  out,  sell- 
ing the  business  to  Tonia  for  $120.  "I 
figured  the  company  was  worth  the 
cost  of  the  inventory — the  ingredi- 
ents we  had  left  over  at  the  end  of  the 
summer,"  explains  her  mother. 

Tonia  quickly  demonstrated  a  tal- 
ent for  marketing.  Near  Castine  is  a 
plush  summer  camp  for  kids,  Robin 
Hood  Camp.  In  the  fall  of  1992 
Tonia  convinced  the  camp  director  to 
give  her  the  addresses  of  the  incoming 
campers'    parents.    The  following 


Davis  &  Daughter's 
Karen  and 
Tonia  Davis 
"I  wanted  my 
children  to 
understand  what 
drives  the 
American 
mentality." 
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We've  Built  Communications 
Systems  From  Scratch  For  Plenty  Of  Clients. 


Take  Australia,  For  Example. 


Even  we  were  impressed  when  Australia  selected  us  -  along  with  our  British  and  Australian  partners  - 
to  design  and  build  an  integrated  telecommunications  network  for  the  entire  continent. 

The  results?  A  network  unlike  any  other.  Satellite,  cellular,  local  and  long-distance  service  combined  to 

provide  millions  of  Australians  with  the  most  sophisticated 
communications  technology  in  the  world. 
Why  BellSouth? 

Partially,  it  was  our  experience.  As  a  leader  in  telecommunications,  we're  on  five  continents.  Sharing 
our  expertise  in  all  phases  of  communications  technology,  from  desigii  and  application  to  implementation  and 
management.  In  all  kinds  of  ventures  from  cellular  networks  to  total  communications  systems.  But  it  was  also  our 
ability  to  listen.  And  make  the  technology  meet  Australia's  needs. 

Some  people  think  we're  still  a  regional  company.  We  are.  It's  just  that  now  the  whole  world  is  our  region. 
For  more  information,  callyour  BellSouth  representative  or  1-800-726-BELL. 

©1994  BellSouth  Coloration 


BELLSOUTH 


Telecommunications     Information  Services      Mobile  Communications      Advertising  Services         EverythingYou  Expect  From  A  Leader* 


"Wausau's  kept  up  withTimberland's  expanding  work  force,  providing 
education  and  safety  training.  They've  created  a  high  deductible  workers  comp 
program  continuing  the  same  level  of  protection  but  without  the  initial  drain 
on  our  working  capital.  Wausau's  become  a  valuable  business  partner." 

Nancy  A.  Wels,  Director  of  Finance,  The  Timberland  Company 


Wausau  Insurance  Companies,  2000  Westwood  Dr.,  Wausau,  WI  54401  1-800-320-7771  A+  A.M.  Best  Rating 
Nationwide®  Insurance  Enterprise 


spring  she  sent  a  mailing  to  the  par- 
ents, offering  to  deliver  freshly  baked 
cookies  to  their  children  at  camp. 
Orders  poured  in  from  as  far  away  as 
London,  Geneva  and  Bogota. 

That  summer  Davis  Baking  netted 
$2,400  on  gross  revenues  of  $6,000. 
Tonia  bought  a  computer,  invested 
$1,200  in  the  Pioneer  International 
Growth  Fund,  and  made  a  contribu- 
tion to  a  rain  forest  protection  group. 

This  year  the  Davises  talked  33 
more  summer  camps  into  inserting 
Davis  Baking  brochures  into  their 
mailings  to  parents.  They  also  got 
1,900  customer  names  from  a  fancy 
Manhattan  toy  store  in  return  for  $3 
for  every  order  the  list  generated. 

Many  camps  prohibit  kids  from 
receiving  food  parcels,  so  the  Davises 
decided  to  capitalize  on  their  growing 
lists  by  changing  the  corporate  name 
from  Davis  Baking  Co.  to  Davis  & 
Daughter,  and  began  offering  non- 
food items.  Tonia  and  her  mother 
visited  a  New  York  gift  show  and 
ordered  dozens  of  items — from  re- 
movable tattoos  to  zany  pencils — 
marketing  them  in  "Kids'  Carepaks." 
Tonia  used  a  panel  of  friends  to  peruse 
catalogs  for  the  "coolest"  items.  The 
bestselling  Carepak  includes  a  glider 
airplane,  a  beach  ball  that  is  a  map  of 
the  globe,  a  paddle  ball  game  and  a 
small  first  aid  kit.  Cost:  about  $13. 
Retail  price:  $24.95. 

This  year  the  Davises  mailed 
10,000  brochures.  They  bought  a 
computer  program  to  track  orders,  in- 
stalled an  800  number  for  credit  card 
orders  and  hired  a  professional  baker. 

"This  summer  we'll  gross  around 
$25,000  or  $30,000,"  Tonia  beams. 
"I  think  there'll  be  $4,000  left  over  as 
profits."  In  exchange  for  all  the  time 
and  energy  her  mother  has  invested  in 
the  business,  Tonia  has  given  50%  of 
the  company  to  Karen  Davis,  and  will 
probably  give  up  the  rest  next  year; 
her  mother  says  the  earnings  will  help 
defray  Tonia's  prep  school  bills. 

But  now  Tonia,  like  her  brother 
before  her,  has  decided  to  return,  for  a 
while  at  least,  to  youthful  things. 
"She  told  us  she  didn't  want  to  go  pro 
at  the  age  of  12,  so  we're  letting  her  be 
a  teenager,"  says  her  mother.  Mom 
will  continue  to  build  up  the  business. 
But  Tonia  retains  a  50%  interest  and 
has  signed  on  as  a  consultant  for  the 
summer  of  '95 .  US 
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Now  Doing  Business  InThe  Big  Apple 
Is  Almost  As  Easy  As  Pie. 


At  Con  Edison,  we're  working  with  the  City  of  New  York  to  help  your  business 
take  advantage  of  the  world's  greatest  marketplace. 

Together  we're  making  it  easier  for  you  to  move  here  by  among  other  things, 
helping  you  cut  through  red  tape. 

And  we're  making  it  easier  for  you 
to  do  business  here  by  offering  reduced 
energy  rates  and  much  more. 

To  find  out  about  all  we  can  do  for 
you,  call  Con  Edison  at  21 2-460-4000. 

Come  take  your  slice  of  the  Big 
Apple  Pie.  And  get  ready  to  taste  new 
profits. 


Mail  this  coupon  to 
CON  EDISON  ECONOMIC  DEVELOPMENT 
PO  BOX  900.  NEW  YORK.  NY  10003 

Please  send  me  a  free  Economic  Development  booklet 
(please  print) 

NAME  

COMPANY  NAME  

ADDRESS  

CITY  


STATE. 


_ZIP_ 


.PHONE  I 
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Nicholas  Graham  couldn't  make  a  living  as  a  rock 
singer.  Then  he  discovered  that  underwear,  too, 
is  part  of  the  entertainment  business. 

The  boxer 
rebellion 


By  Randall  Lane 

As  THEY  PASSED  over  Greenland,  pas- 
sengers on  Virgin  Atlantic  Airways' 
inaugural  flight  from  London  to  San 
Francisco  in  May  were  startled  to  hear 
this  announcement:  "U.S.  Customs 
requires  that  all  passengers  change 


their  underwear."  With  that,  Nicho- 
las Graham,  founder  of  San  Francis- 
co's Joe  Boxer  Corp.,  and  Virgin 
Chairman  Richard  Branson  pranced 
down  the  aisles  tossing  out  boxer 
shorts.  There  followed  an  in-flight 


underwear  fashion  show,  and  a  conga 
line  of  underwear-clad  passengers. 

With  shrewd  marketing  antics  like 
this  has  36-year-old  Graham  turned 
boxer  shorts  into  a  fashion  accessory. 
A  pair  of  Joe  Boxer's  shorts  typically 
features  brightly  colored  images  of 
chili  peppers,  trout  or  motorcycles. 
One  popular  pair  says  "no,  no,  no"; 
turn  oft  the  lights  and  the  words  "yes, 
yes,  yes"  glow  in  the  dark.  Another 
model  has  3-D  images  visible  only 
when  accompanying  glasses  are  worn. 
Available  at  upmarket  department 
stores  like  Bloomingdale's  and  Lord 
&  Taylor,  the  cotton  shorts  retail  at 
about  $12  a  pair,  $3  less  than  the  staid 
oxford  cloth  version  sold  at  Brooks 
Brothers.  (Silk  is  available  at  $18  a 
pair.)  Last  year  Graham's  privately 
held  company  took  in  $20  million  in 
revenues,  and  earned  an  estimated  $2 
million  before  taxes. 


Joe  Boxer  Corp. 
founder  Nicholas 
Graham  (left)  with 
underwear  models 
Boxer  shorts  as 
fashion  accessory. 
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"Hedging  with  CBOT  Treasury  futures  and  options 


makes  us  more  price  competitive.  Bottom  line, 


homebuyers  get  better  mortgage  rates." 


Peter  J.  Taglia 

VP  Secondary  Marketing 

Midwest  Mortgage  Services,  Inc. 

A  subsidiary  of  First  Chicago  Corporation 


"We're  not  smarter  than  our  competition,"  admits  Peter  Taglia.  "But  we  do  have  an  edge  in  hedging."  Using  CBOT 
Treasury  futures  and  options  gives  Taglia  lower  hedge  costs  and  more  flexibility.  So  Midwest  Mortgage  Services 
can  offer  better  mortgage  rates  and  a  greater  variety  of  products. 

"There  are  lots  of  firms  out  there  that  should  be  using  futures  and  options,"  asserts  Taglia.  He  finds  they  are 
his  best  hedging  alternatives  for  the  portion  of  his  interest  rate  exposure  that  is  most  uncertain. 

"In  seven  years,  we've  never  been  out  of  the  futures  market,"  concludes  Taglia.  "That  tells  you  just  how 
important  futures  are  to  our  business." 

To  find  out  how  Treasury  futures  and  options  can  help  you  to  be  ChiCSQO  BOdrd  Of  "Tr3d6 

more  competitive,  call  for  a  copy  of  "Treasury  Futures  for  Institutional 
Investors"  at  1-800-THE-CBOT,  ext.  6005,  or  1-312-435-3558,  ext.  6005. 
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John  P.  Stenbi 
Executive  Vice  Presiden 
TRW  Systems  Integration  Grou 


As  a  contractor  to  NASA  and  the  Department 
f  Defense,  TRW  has  helped  solve  some  of  the 
Highest  problems  of  the  20th  century.  We  designed 
nd  built  the  engine  that  landed  astronauts  on 
le  moon.  We  created  the  instrument  package 
tat  searched  for  life  on  Mars.  We  contributed 
ur  skills  and  technologies  to  a  national  defense 
tat  is  the  best  in  the  world.  And  we  remain  strong 
1  our  traditional  space  and  defense  markets. 

As  the  Cold  War  was  ending,  however,  TRW 
egan  preparing  for  the  shift  to  other  national 
riorities.  Today,  the  skills  of  space  and  defense 
re  being  put  to  work  on  a  new  set  of  urgent, 
ational  programs.  For  example,  TRW  is  helping 
le  Department  of  Energy  clean  up  and  dispose 
f  radioactive  waste.  We  are  bringing  new  tech- 
ologies  to  a  tax  modernization  program  for  the 
3.S.  We  are  developing  high-speed  fingerprint 
ientification  systems  for  law  enforcement 
gencies  around  the  world. 


In  each  case,  the  connection  between  our  space 
and  defense  experience  and  these  nondefense  pro- 
grams is  our  ability  to  integrate  and  direct  complex 
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I  


Rapid  nondefense  growth  reflects  emphasis  on  technology 
sharing  within  TRW. 

technologies  and  help  manage  the  programs. 

TRW  helped  meet  the  challenges  of  the  20th 
century.  Now  we  are  using  our  resources  to  meet 
the  needs  of  a  new  century.  That's  a  complicated 
job,  but  complicated  jobs  are  what  TRW  does  best. 

Automotive.  Aerospace.  Information.  Innovation. 


or  a  TRW  Annual  Report,  write  TRW  Inc 

"RW  Inc.,  1994.  TRW  is  the  name  and  mark  of  TRW  Inc 


Dept.  A,  1900  Richmond  Rcl.,  Cleveland,  Ohio  44124-3760. 
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Beyond  boxer  shorts 

"We  realized  we  had  created  a  brand." 


Graham  runs  the  company  from 
seedy  offices  on  the  third  floor  of  a  San 
Francisco  warehouse,  above  an  auto 
body  shop  and  an  outfit  called  Jail 
Psychiatric  Services.  Beneath  exposed 
pipes  and  mounted  mooseheads,  two 
dogs  wander  freely  through  the  place, 
while  three  designers  with  goatees, 
pony-tails  and  earrings  work  on  new 
designs  at  dieir  big-screen  Macin- 
toshes. Manufacturing  is  contracted 
out  to  apparel  makers  in  Hong  Kong 
and  elsewhere  in  the  Far  East. 

The  son  of  two  riding  equipment 
traders  (his  father  has  helped  plan  the 
Olympic  equestrian  competition), 
Graham  grew  up  in  Galgary  and 
hopped  a  flight  to  England  after  grad- 


uating from  high  school.  He  spent  the 
next  five  years  bumming  around  Eu- 
rope, where  his  odd  jobs  included  a 
five  months'  stint  as  a  dressmaker  in 
Greece. 

After  moving  with  his  Swedish 
bride,  Maria  Goldinger,  to  San  Fran- 
cisco in  1982,  Graham  pursued  a 
career  as  a  rock  singer.  Unable  to 
cover  his  rent  from  singing,  he  and  his 
wife  began  making  trendy  neckties  in 
dieir  three-room  apartment.  The 
couple  cut  and  stitched  the  bold- 
patterned  ties,  and  Graham  peddled 
them  to  local  stores. 

The  ties  quickly  developed  a  cult 
following.  In  their  first  year  die  Gra- 
hams took  in  around  $100,000, 


about  half  of  which  was  profit.  Two 
years  later  a  buyer  at  Macy's  suggested 
Graham's  bold  patterns  might  work 
for  underwear.  Graham  took  a  bolt  of 
heart-emblazoned  cotton  he  was  us- 
ing for  ties  and  made  two  dozen  pairs 
of  boxer  shorts.  Macy's  San  Francisco 
store  sold  them  all  in  two  days. 

The  next  year,  1985,  Graham  got  a 
big  boost  from  an  unlikely  source: 
The  Secret  Service  confiscated  1,000 
pairs  of  his  shorts  with  exact  replicas 
of  $100  bills  on  them.  Graham  trum- 
peted the  news  to  the  press,  winning 
invaluable  nationwide  publicity. 

When  Graham  noticed  that  most  of 
his  customers  were  women  buying 
gifts  for  the  men  in  their  lives,  he 
capitalized  by  packing  underwear  in 
$20  gift  boxes.  Joe  Boxer  birthday 
boxes  come  with  a  candle,  card  and 
confetti.  Valentine's  Day  boxes  include 
a  cheap  ring,  fake  lips  and  candy. 

By  1990  sales  were  running  at  $12 
million  a  year.  Graham  used  profits  and 
$200,000  he  had  raised  by  selling 
roughly  20%  of  die  company  to  insid- 
ers to  expand  Joe  Boxer's  design  selec- 
tion and  the  number  of  sales  oudets. 
He  soon  found  that  he  was  pushing  the 
limit  of  the  novelty  underwear  market. 
But  he  discovered  something  else. 
"We  realized,"  he  says,  "that  we  had 
created  a  brand." 

Changing  course,  Graham  began 
licensing  Joe  Boxer's  designs  to  West- 
Point  Stevens  and  other  makers  of 
household  items  like  sheets,  pillow- 
cases and  tablecloths.  His  licensees 
now  include  Host  Apparel  for  pajamas, 
Fritz  and  Floyd  for  dinnerware  and, 
soon,  Timex  for  watches.  Last  year  Joe 
Boxer  took  in  $2  million  in  licensing 
fees.  Pretax  margins  on  this  business: 
over  50%.  Graham,  since  divorced  and 
remarried,  owns  around  80%  of  Joe 
Boxer,  a  stake  probably  worth  over  $  1 6 
million. 

What's  next?  Graham  reels  off  a 
series  of  far-fetched  ideas:  a  television 
talk  show  in  which  he  would  interview 
celebrities  clad  in  Joe  Boxer  garb;  a 
joint  venture  with  Propaganda  Films  to 
make  a  Joe  Boxer  variety  show 
(planned  for  late  fall  on  a  home  shop- 
ping channel).  Apropos  of  nothing,  he 
blurts  out:  "I  want  to  be  prime  minis- 
ter of  Canada  someday!"  Who's  to  say 
the  man  who  made  men's  underwear  a 
hot  fashion  item  couldn't  find  a  home 
in  politics? 
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HICKEY-FREEMAN 

A  PRIVATE  COLLECTION 


Tapestries 

derived  from  a  formidable 
aesthetic  vision  and  exquisite  execution. 

HICKEY-FREEMAN,  the  essence 
of  the  art  of  TAPESTRY. 


i 

For  the  name  of  your  nearest  Hickey-Freeman  retailer,  please  call  (800)  295-2000. 


Your  portfolio  profile  is  about  to  take  on  some  unfamiliar  features. 


You  saw  this  coming. 

The  search  for  better  return  was  about  to  take  you 
into  new  international  markets,  with  new  opportunities 
and  new  risks.  And  you  were  one  portfolio  manager  who 
was  going  to  face  this  new  challenge  —  prepared. 

Immediately,  you  looked  for  help.  And  selected 
a  firm  with  a  uniquely  thorough  approach.  They  weigh  the 


Chicago  Frankfuri  Hong  Kong  London  Los  Angeles 


long-term  implications  and  potential  pitfalls  of  each 
investment  alternative. 

That's  why  they  began  by  sitting  with  you  and 
considering  everything. 

Their  research  told  you  which  international 
markets  and  instruments,  if  any,  fit  your  needs.  Together 
you  judged  the  benefits  of  active  or  passive  investing. 


Luxembourg  Madrid  Melbourne  Milan  New  Yorl 


Vhether  to  handle  it  in-house  or  hire  an  asset  manager. 

You  looked  at  legal  restrictions  and  currency 
xposures.  The  use  of  derivatives  to  capture  a  markets 
>erformance  while  protecting  against  political  risk.  The 
leed  for  broad  access  to  new  issue  opportunities  —  as  well 
s  global  trading  strength  in  the  secondary  markets. 

They  even  helped  set  up  an  infrastructure  for 


ins  San  Francisco  Seoul  Singapore  Taipei  Tokyo 


the  clearance,  custody  and  reporting  of  every  asset  class 
through  a  network  of  agent  banks  around  the  world. 

To  ensure  the  success  of  all  this  preparation,  they 
offered  you  tools  for  performance  measurement,  including 
their  own  world-class  indices  and  analytics. 

And  while  much  of  this  is  still  new,  you  know  you 
won't  suddenly  come  face  to  face  with  a  big  surprise. 


MORGAN  STANLEY 


Toronto  Zurich 


UP  &  COMERS 


Here's  an  unusual  twist:  Father  turns  business  over  to 
young  son,  resists  the  temptation  to  second-guess  him, 

"There's  going 
to  be  one  boss" 


By  Zina  Moukheiber 

For  THE  past  48  years  William  Zim- 
mer,  75,  and  wife  Roberta,  69,  have 
worked  long  hours  behind  the 
counter  at  Reeds  Jewelers  on  Front 
Street  in  Wilmington,  N.C.  They 
know  most  of  their  customers  by 
name.  When  a  young  couple  walks  in 
looking  for  an  engagement  ring, 
chances  are  good  the  Zimmers  sold 
engagement  rings  to  their  parents, 
and  maybe  their  grandparents  as  well. 

The  pair  have  a  lot  to  show  for  their 
effort.  The  Zimmer  family  owns  84% 
of  Reeds  Jewelers  Inc.,  a  73-store 
chain  with  outlets  in  small  southeast- 
ern cities  like  Jacksonville,  Fla.,  Biloxi, 


Miss,  and  Charleston,  S.C.  Reeds 
earned  $3.2  million  last  year  on  reve- 
nues of  $75  million.  The  Zimmers' 
stake  is  worth  $25  million.  "The 
harder  you  work,  the  luckier  you  be- 
come," says  Bill  Zimmer,  who 
opened  the  Front  Street  store  in 
1946,  fresh  out  of  the  Army. 

The  Zimmers'  story  would  have 
had  a  much  less  happy  ending  were  it 
not  for  their  son,  Alan  Zimmer,  now 
35.  By  1979  Bill  Zimmer  had  built 
Reeds'  store  count  to  16,  but  he  had 
failed  to  develop  the  controls  neces- 
sary to  manage  the  growth.  There 
were  no  computers.  Inventory  was 


counted  by  hand.  Each  store's  man- 
ager was  responsible  for  buying  and 
for  approving  credit.  Until  1979  Zim- 
mer didn't  even  bother  to  insure  his 
merchandise — he  saw  insurance  as  an 
unnecessary  expense. 

Then  the  Wilmington  store  was 
burglarized,  and  over  $1  million  of 
jewelry  was  stolen.  Bill  Zimmer  had  to 
borrow  against  his  life  insurance  to 
replace  the  stolen  goods.  Reeds  lost 
money  that  year,  and  more  in  1980, 
and  still  more  in  1981. 

The  pressures  on  Zimmer  mount- 
ed. In  1981  he  suffered  a  bad  stroke. 

Enter  Alan  Zimmer.  Just  22  at  the 
time  of  his  father's  stroke,  he  had 
already  earned  his  undergraduate  de- 
gree at  the  University  of  Georgia  and 
an  M.B.A.  from  Tulane  University. 
He  knew  something  about  Reeds, 
too,  having  put  bands  on  watches  and 
sold  them  since  the  age  of  13. 

His  parents  put  young  Alan  in 
charge  of  Reeds.  Fresh  from  business 
school,  he  was  dismayed  by  Reeds' 
sloppy  controls.  Some  of  the  store 
managers,  he  discovered,  were  ap- 
proving credit  just  to  meet  their 
monthly  sales  budget,  with  the  result 
that  bad  debts  were  taking  big  bites 
out  of  precious  working  capital.  Vol- 


Reeds  Jewelers' 
Roberta  and 
William  Zimmer 
with  son  Alan 
"The  harder  you 
work,  the  luckier 
you  become." 
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"Diversify— by  company, 
by  industry  and  by  country. 
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Templeton  Foreign  Fund 
Ranked  #1 

The  Templeton  Foreign  Fund  was  ranked  the  best-performing 

of  14  international  funds  for  total   

return  during  the  10-year  period 
ended  6/30/94  by  Lipper  Analytical 
Services,  Inc.+t  Of  course,  past  perfor- 
mance does  not  guarantee  future  results. 

Investments  in  international  stocks  have 
often  been  viewed  as  risky.  But  these 
days  it  may  also  be  risky  to  limit  your 
investments  to  a  single  country.  Which 
is  precisely  the  reason  we  offer  the 
Templeton  Foreign  Fund. 

Call  today  for  more  information. 


*Sir  John  Templeton,  who  currently  serves  as  Chairman  of  the  fund's  Board,  is  not  involved  in 
investment  decisions,  which  are  made  by  the  fund's  investment  manager. 

f  Cumulative  total  returns  show  the  percent  change  in  value  of  an  investment  over  the  10-  and  5-year 
periods.  Average  annual  total  returns  represent  the  average  annual  increase  in  value  of  an  investment 
over  the  indicated  periods.  All  calculations  include  the  maximum  5.75%  initial  sales  charge  and 
assume  reinvestment  of  dividends  and  capital  gams  at  net  asset  value.  Prior  to  July  I,  1992,  fund 
shares  were  offered  at  a  higher  sales  charge.  Thus,  actual  total  returns  to  purchasers  of  shares  luring 
that  period  would  have  been  somewhat  less  than  noted  above. 

ffLipper  Analytical  Services,  Inc.  ranked  the  fund  #59  out  of  139  funds  for  the  I -year  period  and 
#5  out  of  44  funds  for  the  5 -year  period,  ended  6/30/94.  Lipper  rankings  do  not  include  sales 
charges  and  may  have  been  different  if  such  charges  had  been  considered. 

Fund  share  prices  and  returns  will  fluctuate  with  market  conditions,  currencies,  and  the  economic  and 

political  climates  where  investments  are  made. 

Principal  Underwriter:  Franklin /Templeton  Distributors,  Inc. 


Call  1-800 
342-FUND 
Ext.  Till 

Templeton  Worldwide 

700  Central  Avenue 
St.  Petersburg,  FL  33701-3628 

^S&x/ 1  would  like  a  free  prospectus 
containing  more  complete  information  on  the 
Templeton  Foreign  Fund,  including  sales 
charges  and  expenses.  I  will  read  it  carefully 
before  I  invest  or  send  money. 

[3  I  am  currently  a  Templeton  shareholder. 


Name 


Address 


City 


State/Zip 


Daytime  Phone 


FOB94 
T272 


Tfempleton 

-■-WORLDWIDE 


A  Member  of  the  $112  Billion  Franklin /Templeton  Group 


UP  &  COMERS 


umc  buying  opportunities  were  being 
squandered:  Many  vendors — Seiko  in 
watches,  for  example — were  getting 
16  different  checks  from  16  stores. 

"Our  accountants  said  that's  the 
way  it's  done,"  Zimmcr  recalls.  "I 
remember  saying,  'Well,  I  guess 
7- Eleven  must  have  a  hell  of  a  ware- 
house for  all  their  checkbooks.'  " 

Zimmer  forced  out  the  accountants 
and  began  centralizing  buying  and 
credit  approval  policies.  The  store  man- 
agers didn't  like  a  young  whippersnap- 
per  telling  them  what  to  do,  so  Zimmer 
pushed  12  of  them  out,  too. 

The  managers  appealed  to  their  pa- 
tron, Bill  Zimmer.  This  put  the  old  man 


Reeds  Jewelers  in  Memphis 
Keeping  rents  low  and  sales  high. 


in  a  difficult  position.  He  had  worked 
with  the  deposed  managers  for  de- 
cades. But  Zimmer  stood  firmly  behind 
his  son.  "I  realized,"  he  says,  "that 
there's  going  to  be  only  one  boss." 

It  was  a  wise  decision,  for  the  family 
and  for  the  business.  After  losing 
money  for  three  years,  Reeds  turned  a 
profit  in  1983,  Alan  Zimmer's  first 
full  year  in  command.  It  has  been 
profitable  every  year  since. 

As  Reeds'  working  capital  and  cash 
flow  recovered,  Zimmer  opened  12 
stores  between  1981  and  1986.  That 
December  Alex.  Brown  &  Sons  sold 
16%  of  the  chain  to  the  public,  raising 
$3.7  million.  Zimmer  poured  all  the 
money  into  opening  new  stores. 

At  the  time  competitor  Zale  Corp. 
was  also  on  a  store-opening  binge. 
But  whereas  Zale  was  signing  expen- 
sive leases  for  space  in  big  cities'  shop- 
ping malls,  Zimmer  took  space  in 
malls  in  smaller  markets  like  Hunts- 
ville,  Ala.  and  Raleigh-Durham,  N.C. 
"If  I'm  paying  the  wrong  rent.  I'm 
going  to  go  back  to  reporting  losses 
every  quarter,"  says  Zimmer.  His 


strategy  was  vindicated  in  199 1 ,  when 
Zale  went  Chapter  11.  At  the  time 
Zale's  average  rents  were  nearly  10% 
higher  than  Reeds',  but  store  sales 
were  5%  lower. 

As  he  didn't  flinch  when  it  came  to 
pushing  out  his  father's  managers,  so 
Zimmer  doesn't  hesitate  to  close 
stores  that  don't  make  money.  Over 
the  last  six  years  he  has  opened  26 
stores  but  also  shut  down  18  others. 
So  far  this  year  Zimmer  has  opened  2 
new  stores;  another  6  are  to  open 
before  Christmas. 

While  Alan  Zimmer  threw  out  the 
worst  of  his  parents'  outdated  operat- 
ing practices,  he  has  retained  the  con- 
cepts that  had  made  Reeds  a  going 
concern.  He  has  kept  prices  low  by 
keeping  the  pressure  on  overhead. 

And  he  demands  a  high  level  of 
customer  service  from  each  of  Reeds' 
700  employees.  Reeds  is  not  Tiffa- 
ny's; the  average  sale  is  just  $130,  and 
diamond  engagement  rings  start  at 
$100.  But  Reeds  turns  its  inventory 
an  average  of  1.3  times  per  year, 
compared  with  the  industry's  1.2 
times.  At  4.7%,  its  net  margins  are 
higher  than  the  industry's  3.6%. 

After  years  of  indifference,  inves- 
tors have  recently  been  taking  note  of 
Alan  Zimmer's  abilities.  After  the  De- 
cember 1986  public  offering,  Reeds 
shares  fell  from  $10  apiece  to  under 
$4  by  mid- 1992,  but  have  since 
climbed  back  up  to  a  recent  $10. 
Kenneth  Gassman,  a  retailing  analyst 
at  Richmond,  Va.'s  Davenport  & 
Co.,  estimates  that  Reeds'  earnings 
will  rise  15%  this  year,  to  $3.7  million, 
or  $1.05  a  share.  Despite  the  small 
amount  of  stock  in  public  hands  (just 
600,000  shares),  Gassman  thinks  the 
stock  is  worth  more  than  what  it's 
trading  for  because  the  company  is  so 
well  managed. 

There's  one  aspect  of  the  business 
where  Bill  Zimmer  does  not  give  his 
son  absolute  authority,  and  that's  the 
flagship  Wilmington  store.  Thanks  to 
Bill  Zimmer's  salesmanship,  this  store 
ranks  third  in  sales  out  of  Reeds'  73 
stores,  but  in  terms  of  profits  it  ranks 
dead  last.  The  reason:  The  old  man 
can't  resist  offering  a  deal  to  make  a 
friend,  and  a  sale. 

"Here's  my  card,"  says  Bill  Zim- 
mer, as  a  reporter  walks  out  the  door. 
Next  to  his  name,  in  bold  letters,  is 
written:  "10%  Discount."  «B 
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"Your  management 
team  is  not  a  bashful 
bunch  of  wimps" 

Former  minor  league  center  fielder 
Michael  Blumenfeld,  chief  executive 
of  Dallas-based  Sport  Supply 
Group,  Inc.,  still  sees  red  when  he 
thinks  about  the  Forbes  article 
about  him  nine  years  ago  (Nov.  18, 
1985).  "Anyone  who  lets  Forbes 
into  his  building  is  nuts!"  he  says  icily, 
before  calming  down  and  talking 
about  his  latest  exploits. 

Back  in  1985  Blumenfeld  ran  a 
company  called  bsn  Corp.,  in  the 
business  of  distributing  discount 
sporting  goods  by  mail  order  to 
schools  and  other  institutions,  bsn's 
core  business  was  sound  and  profit- 
able, but  Blumenfeld  went  on  an 
acquisition  binge,  buying  up  dozens 
of  small  distributors,  manufacturers 
and  retailers — some  48  companies 
before  he  was  through.  Several  of 
these  companies  didn't  fit  into  bsn, 
and  others  were  moneylosers  or  in 
bankruptcy.  Result:  Between  1989 
and  1991  BSN  lost  over  $15  million. 

Blumenfeld,  now  48,  fought 
back  by  selling  most  of  what  he  had 
bought.  After  a  complex  series  of 
refinancing  transactions,  he  emerged 
in  charge  of  a  new  company,  Sport 
Supply  Group,  also  in  the  business  of 
distributing  sporting  goods.  He 
took  it  public  in  April  1991 . 

Since  then  Sport  Supply  has 
broadened  its  customer  base  to  in- 
clude retailers  like  J.C.  Penney, 
Sears  and  Wal-Mart.  Now  Blumen- 
feld is  back  on  the  acquisition  trail, 
having  recently  bought  up  12  sport- 
ing goods  distributors. 

Will  Blumenfeld  overreach  him- 
self yet  again?  "It's  important  that  we 
keep  an  eye  on  the  acquisitions  he's 
making,"  concedes  Wheat  First 
Butcher  Singer  analyst  Chris  Rus- 
buldt.  But  Blumenfeld  says  he  learned 
a  lesson  from  his  1980s  acquisition 
spree:  This  time  he'll  buy  only  profit- 
able distributors  and  perhaps  a  few 
small  makers  of  products  that  fit  his 
distribution  channels.  Deals  on  golf 
ball  recyclers  and  a  hockey  equipment 
maker,  he  says,  are  currendy  in 
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the  works. 

Last  year  Sport  Supply  earned 
$3.8  million,  or  74  cents  a  share,  on 
revenues  of  $69  million.  Blumen- 
feld  predicts  earnings  will  hit  $5.7 
million,  or  90  cents  per  share,  on 
revenues  of  $90  million  this  year. 

In  a  stock  market  that  severely 
punishes  the  shares  of  companies  that 
fail  to  meet  their  earnings  forecasts, 
Blumenfeld  would  be  safer  if  he  didn't 
stick  his  neck  out  with  such  predic- 
tions. But  playing  safe  is  not  his  way. 
"Your  management  team  is  not  a 
bashful  bunch  of  wimps,"  writes  Blu- 
menfeld in  the  company's  1993  an- 
nual report.  "We  can't  figure  out  why 
all  managers  of  publicly  owned 
companies  don't  issue  forecasts.  Our 
guess  is  that  they  don't  want  to  have 
a  measurable  target  painted  on  their 
Ivy  League  shirts." 

So  far  Blumenfeld's  tough-guy 
talk  hasn't  hurt  Sport  Supply's  stock. 
Since  the  public  offering  the  stock's 
price  has  more  than  doubled.  At  a 
recent  16,  the  stock  is  trading  at  a 
rich  18  times  Blumenfeld's  forecast; 
his  10%  share  of  the  company  is 
worth  $9.4  million. 

-R.  Lee  Sullivan 


How  many  States... 


A  refugee  from  big  business,  Robert  Hammer 
flopped  at  his  first  attempt  to  run  a  company. 
That  small  flop  led  to  a  big  success. 

"Listen,  learn 
and  sell" 


By  Kate  Bohner  Lewis 


Norand  Corp.  Chief  Executive  Robert  Hammer 
Selling  efficiency. 


Failing,  if  done  gracefully  and 
pondered  upon,  can  be  a  stepping- 
stone  to  success.  It  certainly  was  for 
Robert  Hammer,  52,  an  engineer 
by  training.  In  1982  he  was  hired 
away  from  Celanese  Corp.  by  an 
affiliate  of  brokerage  Donaldson, 
Lufkin  &  Jenrette.  The  financial 
folks  wanted  him  to  revive  an  ailing 
manufacturing  company  in  north- 
ern California. 

The  California  outfit  didn't  make 
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it,  but  Hammer  did.  He  so  impressed 
the  dlj  people  that  they  went  out 
looking  for  another  company  to  give 
him.  "In  adversity  you  learn  lots  of 
things  about  people,"  says  Sprout 
Venture  Capital's  Keith  Geeslin,  DLj's 
point  man  on  the  deal.  "No  matter 
how  difficult  things  got,  Hammer 
never  lied.  He  was  scrappy,  he  worked 
through  problems  without  flailing 
around.  Always  cool. 

"We  saw  how  he  worked  when 


things  were  tough.  We  wanted  to  put 
him  into  a  situation  where  things 
could  be  good."  That  situation  was 
Cedar  Rapids,  Iowa-based  Norand 
Corp.,  maker  of  the  hand-held  com- 
puters used  to  track  inventory  and 
sales  by  route  drivers.  But  while  it  had 
over  50%  of  the  market,  the  $70 
million  (sales)  company  had  run  up 
losses  of  $30  million  over  the  three 
years  prior  to  1987,  when  Hammer 
took  over. 

"It  was  a  classic  situation  where 
management  had  let  costs  run  out  of 
control,"  says  Hammer.  "Norand 
had  a  great  product.  We  needed  to 
expand  and  trim  out  the  fat." 

The  trimming  was  fairly  conven- 
I  tional.  As  part  of  the  acquisition 
*  agreement,  Norand  sold  off  its 
moneylosing  cash  register  business. 
Then  Hammer  closed  down  an  inef- 
ficient plant  in  Mexico  and  brought 
all  the  manufacturing  back  to  Iowa. 
"There's  a  strong  midwestern  work 
ethic  out  there,"  says  Hammer  ad- 
miringly. But  he  understands  that 
the  work  ethic  needs  help — especial- 
ly considering  the  level  of 
U.S.  wages. 

Hammer  set  up  a  bonus  system  by 
which  workers  can  earn  as  much  as 
30%  on  top  of  their  salary  if  they 
meet  production  goals,  acquire  new 
skills  or  make  suggestions  that  im- 
prove productivity.  Under  these  in- 
centives, Norand's  nonunion  work 
teams  halved  production  time  for 
hand-held  printers,  used  by  Coca- 
Cola  and  Pepsi  bottlers;  defects  are 
down  over  30%. 

It  helped  that  Hammer  had  earned 
the  confidence  of  his  backers.  The 
Wall  Streeters  bought  the  company 
for  just  $10  million  in  cash,  borrow- 
ing the  rest  of  the  $70  million  pur- 
chase price.  That  kind  of  leveraged 
buyout  puts  pressure  on  manage- 
ments to  divert  cash  to  debt  reduc- 
tion. But  Hammer  wanted  to  spend 
heavily  on  product  development.  The 
backers  said  okay,  permitting  him  to 
reinvest  11%  of  revenues  in  research 
and  development — a  lot  of  money  for 
a  debt- burdened  little  outfit. 

Hammer  visited  potential  clients 
like  Ford  and  Chrysler.  "We  special- 
ize in  developing  a  product  and  tailor- 
ing it  for  the  customer,"  says  Ham- 
mer. "We  don't  throw  it  out  there 
and  say,  'Do  what  you  can  with  it.'  " 
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The  potential  customers  told  Ham- 
mer they  wanted  wireless  communi- 
cations added  to  Norand's  palm-size 
computers  so  they  could  send  mes- 
sages back  and  forth.  Norand  made 
them.  The  market  wanted  software 
for  industrial  applications  like  inven- 
tory management.  Norand  respond- 
ed. Hammer's  motto  is:  "Listen, 
learn,  engineer,  manufacture  and 
sell." 

Today  a  forklift  driver  using  a  Nor- 
and computer  with  a  wireless  bar  code 
scanner  can  log  inventory  as  it  arrives 
and  send  the  information  instantly  to 
a  central  computer.  The  computer 
tells  the  forklift  driver  where  the  in- 
ventory should  be  stored.  Ford  and 
Chrysler  are  both  big  customers. 

Hammer  is  readying  for  market 
products  he  hopes  will  take  the  prod- 
uct line  to  a  new  level  of  technical 
sophistication.  The  Pen  Key  comput- 
er, based  around  an  80386  chip, 
comes  with  keyboard,  a  pen -input 
system  and  an  optional  bar  code  scan- 
ner. Unlike  the  notebook  and  laptop 
computers  now  commercially  avail- 
able, it  is  built  to  withstand  rain, 
temperatures  as  low  as  -4  Fahrenheit 


does  it  take... 


Route  driver  with  a  Norand  computer 

Reams  of  data 

at  the  touch  of  a  key. 


and  as  high  as  122,  and  to  survive  a  4- 
foot  drop  onto  concrete. 

Weighing  in  at  2  pounds,  the  Pen 
Key  runs  popular  software  programs 
such  as  Windows  and  DOS,  enabling 
customers  to  avoid  buying  costly,  cus- 
tom-designed software. 

"•There's  an  enormous  amount  of 
pent-up  demand  for  this  product," 


says  Charles  Pluckhahn,  a  portfolio 
manager  at  State  Street  Research. 
About  40  potential  customers  are  us- 
ing the  Pen  Key  in  trials,  mostly  bev- 
erage and  package  deliver)'  routemen. 

DLJ  couldn't  be  happier  with  its 
investment.  In  February  1993  it  sold 
58%  of  Norand  to  the  public,  raising 
$50  million,  which  it  used  to  elimi- 
nate most  of  the  debt,  and  the  part- 
ners have  since  distributed  about  $70 
million  in  stock  to  their  investors. 
Hammer's  2.5%  of  Norand  is  current- 
ly worth  about  $6  million.  So  he's 
happy,  too. 

Hammer  had  been  on  the  fast  track 
at  Celanese  (now  owned  by  Germa- 
ny's Hoechst),  where  he  was  earning 
$125,000  a  year  at  age  35.  "I  had  the 
limo  and  everything,"  he  recalls. 
"But  ultimately,  I  thought,  there's 
got  to  be  something  else." 

DLj's  Geeslin  smiles  as  he  recalls  his 
decision  to  give  Hammer  his  second 
company:  "Living  through  three 
months  of  bad  times  with  someone  is 
worth  six  years  of  good  times  with 
them.  Norand's  the  only  lbo  I  put 
together  in  the  late  Eighties  that  hit  its 
five-year  projections  exactly."  n 


Leaving  competitors  in  the  dust,  AnnTaylor 
is  expanding  in  a  sluggish  retail  market. 

The  treachery 
of  success 


By  Esther  Wachs  Book 


AnnTaylor's  Sally  Frame  Kasaks 

"One  thing  we  don't  do  is  kick  our  feet  up  and  relax." 


Sally  Frame  Kasaks  knows  how  hard 
it  is  to  move  merchandise  in  an  in- 
creasingly saturated  market  for  wo- 
men's wear.  Says  the  50-year-old 
chairman  and  chief  executive  officer 
of  AnnTaylor  Stores  Corp.:  "Women 
certainly  don't  need  more  clothes." 

Nevertheless,  her  237-store,  $562 
million  (sales)  chain  of  apparel  stores 
has  been  moving  the  goods  at  a  lively 
pace.  During  the  first  six  months  of 
1994,  AnnTaylor's  same-store  sales,  a 


widely  watched  measure,  grew  10.6%. 
That  was  quite  a  showing  at  a  time 
when  other  specialty  stores  were  flag- 
ging. The  Gap's  comparable  gain  was 
just  4%,  Nordstrom's  5%;  the  Limited 
was  down  4%.  During  fiscal  1993 
AnnTaylor's  sales  per  square  foot  of 
floor  space  were  $576,  well  above  the 
Gap's  $463  per  square  foot,  the  Li- 
mited's  $278  and  Nordstrom's  $381. 

In  this  generally  lackluster  retailing 
year,  AnnTaylor's  earnings  are  ex- 


pected to  double,  to  $1 .45  per  share, 
according  to  Maura  Hunter  Byrne, 
vice  president  of  equity  research  at 
J. P.  Morgan  Securities. 

Sally  Kasaks  must  be  doing  a  lot  of 
things  right.  She  started  in  the  rag 
trade  as  a  saleswoman  at  the  now 
defunct  Arnold  Constable  and  be- 
came chief  executive  of  AnnTaylor  in 
1983  when  she  was  just  39.  She  left  to 
run  General  Mills'  Talbots  unit,  then 
moved  to  head  the  Limited's  Aber- 
crombie  &  Fitch  chain,  but  Merrill 
Lynch  Capital  Partners  brought  her 
home  in  1992  after  buying  control  of 
AnnTaylor  in  a  1989  leveraged 
buyout. 

The  company  had  deteriorated  in 
her  absence.  "People  came  out  of  the 
Eighties  forgetting  that  it  wasn't  busi- 
ness as  usual,"  she  says  in  an  apparent- 
ly thinly  veiled  swipe  at  her  predeces- 
sor, Joseph  Brooks,  who  left  in  dis- 
grace after  AnnTaylor's  stock  and 
earnings  collapsed  under  a  load  of 
debt  and  drooping  sales. 

Kasaks  says  the  company  had  low- 
ered the  quality  of  its  merchandise, 
using  cheaper  fabrics  and  construc- 
tion methods  and  raising  prices — a 
1980s  approach  in  the  1990s. 

Kasaks  set  about  improving  quality 
and  reducing  prices.  She  developed  a 
joint  manufacturing  venture  with 
Cygne  Designs,  a  private-label  appar- 
el company  that  mainly  contracts  with 
factories  overseas.  This  arrangement 
allows  AnnTaylor  to  have  it  both 
ways:  to  get  the  lower  prices  of  goods 
produced  abroad,  yet  get  them  quick- 
ly and  made  to  its  exact  specifications. 
While  many  of  AnnTaylor's  competi- 
tors, such  as  the  Limited  and  the  Gap, 
still  must  order  six  months  in  advance 
from  overseas  suppliers,  Kasaks  gets 
her  goods  in  90  days. 

AnnTaylor's  customer  is  typically  a 
working  woman  between  the  ages  of 
25  and  45.  "AnnTaylor  is  an  aspira- 
tional  label,"  Kasaks  says,  meaning 
that  women  choose  its  look  as  a  way  of 
saying  they  are  confident  and  success- 
ful. She  thinks  of  it  as  a  kind  of  Brooks 
Brothers  for  women.  "It  represents  a 
sense  of  arriving." 

Kasaks  has  sought  to  capitalize  on 
the  franchise  by  expanding  its  mer- 
chandise lines.  She  has  added  more 
weekend  wear,  shoes  and  accessories 
to  AnnTaylor's  traditional  inventory 
of  career  separates,  tops  and  dresses. 
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to  help  make  our  Airbus  aircraft? 

Since  the  first  Airbus  aircraft  was  developed,  more  than  800  companies  in  40  States  have  supplied  a  significant 
proportion  of  vital  components  for  our  constantly  evolving  family  of  airliners.  It's  our  policy  always  to  seek  out  the 
best  possible  equipment  and  expertise  throughout  the  world:  and  the  $5  billion  and  more  that  we  have  so  far  spent 
in  the  US  shows  both  the  importance  we  place  on  our  continued  co-operation  and  the  vital  part  America  plays  in  our 
long-term  business  strategy. 


AIRBUS  INDUSTRIE 

TAKING  THE  WORLD  VIEW 


FOR  MORE  INFORMATION  ON  AIRBUS  INDUSTRIE  PLEASE  WRITE  TO:  COMMUNICATIONS  DEPARTMENT,  AIRBUS  INDUSTRIE  OF  NORTH  AMERICA.  593  HERNDON  PARKWAY.  HERNDON.  VA  22070 
A300  (Tv  A320  V\\  A330  K\  A32I  \\\  A340  f\  A3I9  VV  A3IO 
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AnnTaylor 

She  introduced  an  array  of  goods  in 
petite  sizes  to  appeal  to  Asian  Ameri- 
can and  Hispanic  women,  among 
others,  who  require  smaller  sizes. 

Advertising?  Kasaks  doesn't  think 
AnnTaylor  needs  much  of  it.  Rivals, 
like  the  Gap  and  Federated,  spend  up 
to  4%  of  revenues  on  advertising;  she 
spends  almost  nothing.  Her  reason- 
ing: "We  do  no  advertising  to  speak  of 
because  when  women  find  something 
they  like,  they  tell.  And  when  they 
don't  like  something,  they  also  tell." 
That  approach  wouldn't  work  for 
most  merchandisers,  but  AnnTaylor's 
powerful  image  makes  it  work. 

Introduced  last  month:  a  fragrance 
and  a  catalog  business.  Freestanding 
shoe  stores  are  coming  this  fall. 

And  Kasaks  is  expanding  lull  tilt, 
planning  to  add  18  new  stores  this 
year.  But  expansion  is  not  limited  to 
the  new  stores.  She  plans  to  expand 
30  existing  ones,  in  many  cases  from 
3,500  square  feet  to  between  5,500 
and  7,500,  in  order  to  display  the 
increasing  range  of  merchandise.  She 
is  making  sure  that  her  business  is  not 
too  heavily  tied  to  traditional  malls  by 
opening  stores  in  the  older  business 
districts  of  upper-middle-class  sub- 
urbs and  by  adding  additional  outlet 
stores.  In  all,  she  plans  to  expand 
selling  space  30%  this  year,  compared 
with  20%  for  the  Gap,  7%  for  the 
Limited  and  7%  for  Nordstrom. 

When  the  Christmas  selling  season 
is  in  hill  swing  in  December,  Kasaks 
will  do  as  she's  done  in  the  past:  pile 
her  executive  committee  into  a  Win- 
nebago and  travel  from  Washington, 
D.C.  to  Massachusetts,  visiting  stores 
and  critiquing  merchandise  and  sales 
efforts.  Wherever  riiey  go,  Kasaks  will 
drum  this  message  home  to  managers 
and  sales  people:  The  customer  is 
your  real  boss.  "I  used  to  hate  shop- 
ping because  salespeople  were  so  ar- 
rogant," she  says.  "We  must  provide 
friendly  service  to  our  customers." 

Since  Kasaks  came  home  to  Ann- 
Taylor, its  shares  have  climbed  from  a 
low  of  20%  to  a  recent  42%. 

Success  hasn't  slowed  Kasaks 
down.  She  hasn't  forgotten  how 
quickly  the  company  w  ent  from  high 
profits  to  big  losses  in  the  early  1990s. 
"One  thing  we  don't  do  is  kick  our 
feet  up  and  relax,"  she  says.  "The 
most  treacherous  time  for  a  business  is 
after  you've  become  successful."  Hi 


Rejecting  both  the  doctrinaire  right  and  the  doctrinaire 
left,  David  Selbourne's  ideas  about  civic  virtue  have 
struck  a  powerful  chord  in  Britain. 

Me!  Me!  Me! 


By  Richard  C.  Morais 

A  farmhouse  surrounded 
by  plum  trees  in  the  hills 
overlooking  Urbino,  the 
ancient  Italian  city-state,  is 
an  unlikely  fault  line  for  an 
intellectual  earthquake,  but 
it  is  here  that  David  Sel- 
bourne,  a  former  Oxford 
University  professor,  wrote 
The  Principle  of  Duty,  a 
book  on  political  philoso- 
phy that  has  created  a  big 
stir  and  become  a  bestseller 
in  Britain.  It  should  do  no 
less  when  it  is  published 
eventually  in  the  U.S. 

The  conservative  Lon- 
don Timeshis  run  four  lead 
editorials  on  the  work  of 
this  onetime  socialist,  a 
half-dozen  reviews  and 
commentaries  and  a  stack 
of  passionate  readers'  let- 
ters. But  praise  hasn't  come 
just  from  the  political  right; 
Selbourne's  old  friends  on 
the  moderate  left  have  em- 
braced his  ideas,  too. 

"What  [the  book]  says  is  important 
and  deserves  listening  to,"  wrote  La- 
bor M.P.  Tony  Wright  in  a  review  for 
the  New  Statesman  &  Society.  Tony 
Blair,  the  new  Labor  leader  who  may 
become  Britain's  next  prime  minister, 
talks  of  the  "new  civic  society,"  a 
"borrowing"  of  Selbourne's  thesis. 

What's  on  Selbourne's  mind? 

He  argues  that  citizenship  has 
come  to  mean — to  poor  and  wealthy 
alike — a  catalog  of  "absolute  rights" 
without  corresponding  "duties." 
The  result  is  a  "corrupted  liberal  or- 
der," an  uncivic  society  where  citizens 
have  turned  into  "ethical  strangers" 
snarling  at  each  other  over  their  spe- 
cial interests. 

"This  is  the  deformed  progeny  of 
the  liberal  idea  of  the  'Self,'  "  says 


Author  David  Selbourne 

Attacking  left  and  right  on  the  principle  of  duty. 


Selbourne.  He  puts  some  of  the 
blame  on  the  American  Revolution. 
"It  [the  ideological  deformation] 
traces  back  to  the  Natural  Rights  of 
Man — on  which  American  society  is 
based — that  the  very  expression  of 
our  being  derives  from  the  exercise  of 
Natural  Rights." 

The  "deformation"  resulted, 
Selbourne  says,  when  "respect  for 
rights  overwhelmed  all  odier  political 
ideas,.particularly  once  it  was  wedded 
to  the  socialist  notion  of  welfare 
rights.  The  idea  of  duty  and  responsi- 
bility has  eroded  to  the  point  of 
disappearance." 

Selbourne's  warning  is:  No  society 
has  ever  existed  on  "rights"  alone,  to 
the  neglect  of  duty  and  obligation  and 
collective  responsibility  needed  to 
guarantee  those  rights.  Unless  people 
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A  promise  to  teach  you  the  value  of  standing  up  for  what  you  helieve  in. 


A  promise  I'll  rememher  it's  never  too  early  in  the  day  to  eat  ice  cream. 


A  promise  to  watch  over  you  now  and  always. 


Nothing  binds  us  one  to  the  other  like  a  promise  kept.  For  more  than  140  years,  we've  heen 
helping  people  keep  their  promises  hy  ensuring  we  have  the  financial  strength  to  keep  ours.  That's 
why  families  and  husinesses  rely  on  us  to  insure  their  lives,  their  health  and  their  financial  future. 
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AS  I  SEE  IT 


Selbourne  at  home 
in  Urbino,  Italy 
"I  was  liberated 
intellectually  by 
this  dispute." 


voluntarily  shoulder  civic  responsibil- 
ity, it  will  be  forced  upon  them:  "Irra- 
tional authoritarian  means  will  be 
used  by  once  liberal  societies  to  im- 
pose a  sense  of  civic  obligation  on 
individuals." 

"Today  liberals  and  socialists  alike 
recoil  from  making  judgments  about 
good  and  bad  citizens,"  Selbourne 
laments  from  the  armchair  of  his  liv- 
ing room.  Make  such  judgments,  he 
says,  and  be  called  racist  or  elitist  or  a 
similar  epithet. 

Selbourne's  preaching  did  not  at 
first  receive  the  acceptance  it  is  gain- 
ing today.  As  a  professor  at  Ruskin 
College,  Oxford,  Selbourne  wrote  an 
article  for  the  London  Times  in  the 
mid-1980s  when  Margaret  Thatcher 
was  helping  Rupert  Murdoch  smash 
Britain's  gangsterish  print  unions.  At 
one  point,  print  union  pickets  pre- 
vented him  from  delivering  a  lecture 
on  Thomas  Paine's  Rights  of  Man; 
such  bad  manners  have  long  been 
common  in  the  U.S.  but  were  then 
somewhat  rare  in  more  mannerly 
Britain.  Selbourne  still  bristles  when 
he  recalls  the  irony  of  the  situation: 
leftists  preventing  a  talk  on  human 


rights.  But  when  college  authorities 
failed  to  protect  his  right  to  speak,  he 
quit  and  moved  to  Italy. 

"I  was  liberated  intellectually  by 
this  dispute,"  he  says  in  his  home  in 
the  Italian  countryside.  "I  spent  the 
next  four  years  observing  and  writing 
on  the  fall  of  communism  and  recon- 
sidering my  old  socialist  allegiances." 

Thus  "liberated,"  he  sees  that  both 
left  and  right  are  equally  at  fault  in  this 
cacophony  of  demands  and  claimed 
privileges.  If  that  doesn't  make  you 
gulp,  this  will:  "Milton  Friedman  has 
done  more  damage  to  the  concept  of 
civic  good  than  any  previous  political 
or  economic  philosopher.  .  .  .  You 
cannot  remoralize  citizen  behavior 
when  the  civic  order  is  itself  being  sold 
and  abandoned  [i.e.,  privatized].  You 
cannot  surrender  to  one  group  of 
citizens,  for  their  own  private  pocket, 
aspects  of  the  prison  service,  police 
service,  or  the  armed  services,  without 
dissolving  the  civic  order  itself." 

But  isn't  privatization  a  means  of 
liberating  public  services  from  the 
grip  of  an  oppressive  and  corrupt 
bureaucracy?  The  debate  on  how  to 
deliver  state  services  is  a  sideshow, 


Selbourne  believes.  If  the  state  had 
not  itself  become  a  clamoring  collec- 
tion of  private  interests,  pursuing 
their  own  ends  rather  than  society's, 
government  services  would  not  be  as 
rotten  and  inefficient  as  they  have 
become.  Selbourne:  "We  have  to  face 
the  fact  that  even  the  state  and  its 
institutions  have  forgotten  what  their 
civic  role  is." 

Does  all  this  sound  impossibly  ide- 
alistic? Maybe,  but  older  readers  will 
still  be  able  to  recall  a  time  when 
teachers  considered  their  job  a  trust 
and  not  a  possession,  when  workers 
took  pride  in  their  work  and  the  police 
felt  a  sense  of  responsibility  to  the 
communities  they  served. 

Selbourne's  message  echoes  to 
some  degree  the  themes  that  resonate 
in  so  .many  American  readers  of  Wil- 
liam J.  Bennett's  hot- selling  Book  of 
Virtues.  "The  desire  to  serve  is  very 
strong,"  says  Selbourne.  "You  could 
see  it  in  the  D-Day  celebrations. 
.  .  .  Great  prizes  are  going  to  be  won 
by  politicians  who  make  the  protec- 
tion and  maintenance  of  the  civic 
order  and  duty  a  centerpiece  of  their 
political  campaigns."  HB 
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Since  1735  there  has  never  been  a  quartz  Blancpain  watch. 

And  there  never  will  be. 


m 


Tourbillon 

After  the  invention  of  the  tourbillon  in  1795, 
watchmakers  succeeded  in  offsetting  the 
effects  of  gravitation  and  hence  providing 
mechanical  watches  with  optimum 
precision. 

Housed  in  a  small  mobile  cage,  the  balance 
and  escapement  make  one  rotation  per 
minute,  the  effect  of  which  is  to  cancel  out 
the  rate  variations. 


Blanc  paiN 
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Today,  Blancpain  has  perfected  and 
miniaturized  this  masterpiece  of 
watchmaking  art  and  created  the  first 
tourbillon  in  the  world  with  eight  days  power 
reserve. 

This  particularly  sophisticated  piece  of 
horological  engineering  reflects  the 
virtuosity  and  innovative  spirit  of  Blancpain's 
enthusiastic  team  of  master  watchmakers, 
who  view  the  tourbillon  as  a  salute  to  the 
classic  art  of  watchmaking  they  so  ably 
perpetuate. 


After  building  Amtran,  Inc.  into  the  country's  biggest  charter  air  carrier, 
George  Mikelsons  thinks  he  can  break  into  scheduled  flights,  too. 
He  just  might  be  right. 

Penny-pincher 


By  John  R.  Hayes 

Afterflying  planes  for  an  Indianap- 
olis air  travel  club  for  a  few  years, 
George  Mikelsons  started  his  own 
club  in  1973.  His  primary  assets  were 
a  $20,000 -a-month  lease  on  an  old 
179-seat  Boeing  720,  financed  with  a 
second  mortgage  on  his  home,  and  an 
ultralean  organization.  Mikelsons 
would  think  up  some  place  to  go — the 
Bahamas,  say,  or  Orlando,  Fla. — and 
put  together  a  package  tour.  He'd 
drive  his  passengers  to  the  airport  in 
an  old  school  bus,  load  their  bags,  fly 
the  plane.  Upon  arrival  he'd  check 
them  into  the  hotel  and  act  as  sight- 


seeing director. 

The  money  Mikelsons  saved  on 
operations  he  used  to  expand  his  fleet. 
Today  Amtran,  Inc.  runs  the  biggest 
air  charter  service  in  the  U.S.  and 
offers  scheduled  flights  from  five  cities 
to  several  vacation  sun  spots.  Its  fleet 
numbers  35  planes,  including  16 
Boeing  727s  and  six  757s,  and  13 
Lockheed  1011s.  Last  year  Amtran 
carried  almost  3  million  passengers  to 
over  400  destinations.  Amtran's  busi- 
nesses also  include  a  freight  service 


and  plane-leasing  operation,  together 
generating  about  $33  million  in  reve- 
nues last  year.  Total  sales  last  year 
were  $468  million,  with  passenger 
revenues  split  68/32  between  charter 
and  scheduled  services. 

The  two  parts  of  the  business  ap- 
peal to  the  same  value-conscious  trav- 
eler, but  beyond  that  the  similarities 
end.  As  a  charterer,  Mikelsons  sells 
seats  not  one  by  one  but  by  the 
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planeful,  to  tour  operators  who  put 
together  vacation  packages.  Most  of 
these  are  fairly  inexpensive  trips  from 
midwestern  cities  to  Florida,  the  Ca- 
ribbean, Las  Vegas  or  Europe,  but 
Amtran  can  provide  almost  any  kind 
of  air  transport.  Last  year,  for  exam- 
ple, Amtran  reconfigured  a  362 -seat 
LI 01 1  to  pamper  96  passengers  for  a 
month-long,  around-the -world  trip 
sampling  first-class  hotels  and  fine 
restaurants.  Price:  $45,000  per  pas- 
senger. Amtran  received  over  $1  mil- 
lion for  the  trip. 

Amtran  also  charters  planes  to  the 
military,  to  transport  personnel  and 
their  families  to  bases  around  the 
world.  During  the  Gulf  war,  Amtran 
booked  over  $100  million  in  revenues 
moving  108,000  troops  to  and  from 
Saudi  Arabia  on  494  flights,  more 
than  any  other  passenger  airline. 

For  years  Mikelsons  resisted  the 


temptation  to  get  into  scheduled  ser- 
vice. "We  avoided  doing  any  of  those 
things  where  a  major  carrier  could  set 
us  up  as  a  target  and  pick  us  off,"  says 
Mikelsons,  57.  "We  kept  moving  our 
assets  around." 

But  eventually  the  urge  to  extend 
his  low- cost  chartering  outfit  into 
scheduled  service  became  irresistible. 
Starting  with  a  few  flights  out  of 
Indianapolis  in  1986,  Mikelsons  ex- 
panded in  1992  to  offer  flights  from 
Chicago's  Midway  to  five  Florida  cit- 
ies. Now  Amtran  offers  scheduled 
runs  out  of  Indianapolis,  Chicago, 
Milwaukee,  Boston  and  Philadelphia 
to  vacation  spots  like  Hawaii,  Florida 
and  Mexico.  The  price  of  a  last-min- 
ute reservation  on  Amtran's  nonstop 
flight  from  Chicago  to  Fort  Myers: 
$129.  On  United:  $257. 


George  Mikelsons,  chairman  of  Amtran 
The  biggest  airline  nobody  ever 
heard  of. 


To  survive  in  the  scheduled  busi- 
ness, Mikelsons  has  to  spend  a  lot 
more  money  to  sell  his  seats.  Amtran's 
charter  business  accounts  for  60%  of 
its  seats,  but  is  handled  by  only  25 
salespeople.  To  sell  the  scheduled 
seats  Amtran  relies  on  travel  agents 
but  also  employs  over  300  phone 
reservationists  in  Indianapolis  and 
Chicago.  The  company  also  spends 
$7  million  a  year  on  radio,  print  and 
TV,  up  from  a  minimal  amount  spent 
before  adding  scheduled  flights. 

To  bolster  Amtran's  finances,  last 
year  Mikelsons  raised  $39  million  in 
an  initial  public  offering.  He  now 
owns  73%  of  the  stock,  worth  $74 
million.  But  he  still  pinches  pennies. 
Last  year  Amtran's  expenses  ran  5.6 
cents  per  available  seat  mile — half  the 
cost  of  USAir  and  20%  less  than  low- 
cost  scheduled  operator 
Southwest  Airlines. 

The  lean  cost  structure 
:  has  enabled  Mikelsons  to 
keep  ticket  prices  low  and 
load  factors  high.  Amtran 
sold  a  respectable  67%  of 
its  scheduled  service  seats 
in  the  first  half  of  this  year; 
of  the  major  carriers,  only 
America   West,  United 
and  Southwest  had  high- 
er  load    factors.  Sales 
through  June  were  up 
20%,  to  $284  million. 

Will  United,  USAir, 
Southwest  or  some  oth- 
er major  carrier  try  to 
squash     Amtran  by 
matching     its  fares? 
"That's  a  problem," 
concedes  Mikelsons. 

Amtran  reported 
modest  second-quar- 
ter earnings  of  $1.2 
million.  (Earnings  in 
1993  were  $3  mil- 
lion, 28  cents  a 
share.)  The  stock  is 
now  trading  at 
about  $8,  down 
from  $16  at  the 
time  of  its  offering. 
Mikelsons,  who 
immigrated  to  the  U.S.  from  Latvia, 
by  way  of  Germany  and  Australia,  in 
1960,  says  he  hopes  the  major  carriers 
won't  start  offering  lots  of  nonstop 
flights  from  his  gateways.  If  they  do, 
they'll  find  a  tough  competitor.  BM 
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Televising  college  lectures  can  cut  the  high  cost 
of  education  and  might  even  force  a  lot  of  professors 
to  give  up  slipshod,  often  propagandistic  courses. 

Letting  in 


the  light 


BY  THOMAS  SOWELL 


Dr.  Thomas  Sowell  is  an  economist 

and  a  senior  fellow  at  the  Hoover  Institution 

in  Stanford,  Calif. 


Optimists  who  scan  the  horizon  look- 
ing for  some  promising  sign  of  a  change 
for  the  better  in  American  undergradu- 
ate education  may  now  have  something 
on  which  to  pin  their  hopes.  It  is  a  small 
thing  but  it  has  potential. 

The  University  of  North  Dakota, 
North  Dakota  State  University  and 
the  North  Dakota  State  College  of 
Science  together  offer  enough 
courses  on  television  for  the  student- 
viewer  to  earn  a  degree  in  business 
administration,  education  or  nursing. 

Only  a  limited  number  of  fields  are 
covered  and  all  of  them  are  outside 
the  traditional  liberal  arts.  Moreover, 
only  a  small  number  of  institutions 
offer  such  degree  programs  and  these 
are  not  the  big-name  institutions 
whose  every  foible  and  folly  is  sure  to 
be  imitated  at  other  colleges  and  uni- 
versities across  the  country. 

All  that  this  arrangement  at  three 
state  institutions  in  North  Dakota  has 
going  for  it  is  that  it  makes  a  lot  of  sense 
as  a  way  of  coping  with  two  very  serious 
problems  in  American  undergraduate 
education:  the  outrageous  costs  and 
the  outrageous  abuses  of  trust  by  far 
too  many  professors  at  even  the  most 
prestigious  colleges  and  universities. 


Televised  classes  can  also  deal  with 
a  fictitious  problem  which  has  been 
used  to  try  to  whip  up  hysteria — an 
impending  "shortage"  of  professors. 

The  cost-cutting  aspect  of  televised 
instruction  is  its  most  obvious  feature 
and  the  one  that  may  be  especially 
appealing  to  state  legislators  wrestling 
with  the  huge  budgets  of  state  college 
and  university  systems.  Some  of  these 
lawmakers  may  also  be  more  than  a 
little  suspicious  that  taxpayers  are  not 
getting  much  bang  for  the  buck  out  of 
professors  who  teach  only  a  couple  of 
courses  each  semester,  meeting  only  a 
couple  of  times  a  week. 

Televised  lectures  obviously  allow  a 
given  number  of  professors  to  teach  a 
larger  number  of  students.  But  this 
new  method  of  teaching  offers  not 
only  quantitative  benefits  but  also 
qualitative  benefits. 

Those  who  cherish  the  classic  im- 
age of  liberal  arts  education — an  im- 
age which  still  corresponds  to  reality 
in  some  small  liberal  arts  colleges — 
may  be  appalled  at  the  thought  of 
lively  discussion  classes  around  a  sem- 
inar table  being  replaced  by  a  bunch 
of  people  passively  watching  a  TV 
screen  in  isolation. 

Unfortunately,  the  small  liberal  arts 
college  enrolls  only  a  fraction  of  the 
undergraduate  students  in  the  country. 
Unquestionably,  televised  instruction 
is  a  less  desirable  substitute  for  the 
personalized — and  very  expensive — 
education  offered  at  such  institutions. 

Far  more  common,  however,  is  the 
freshman  class  of  several  hundred  stu- 
dents in  a  lecture  hall.  That  is  not 
necessarily  better  than  a  lecture  tele- 
vised live  or  on  videotape. 

Indeed,  televised  classes  can  be  a 
large  improvement  over  the  slipshod, 
self-indulgent  and  often  propagandis- 


tic courses  offered  behind  closed 
doors  at  even  the  most  prestigious 
and  costly  universities. 

When  a  Harvard  professor  wastes 
time  in  a  geology  class  discussing  the 
World  Series  or  a  professor  at  the 
University  of  Michigan  wastes  the 
time  of  a  biology  class  expounding  his 
personal  opinions  on  American  for- 
eign policy  in  Central  America,  that 
ought  to  be  on  videotape  for  the 
parents,  the  taxpayers  and  the  dis- 
pensers of  foundation  grants  and  gov- 
ernment funds  to  see. 

In  fields  such  as  English  literature 
and  ethnic  studies,  pretentious  mush 
and  strident  ideology  have  reached 
levels  that  would  have  to  be  seen  to  be 
believed.  It  ought  to  be  on  tape. 

Professors  who  don't  show  up  on 
time  for  class,  or  who  have  obviously 
not  bothered  to  prepare  a  coherent 
lecture,  or  who  don't  answer  stu- 
dents' questions  either  clearly  or  with 
civility,  all  need  to  be  exposed  to  the 
light  of  day.  So  do  the  ideologues  for 
whom  the  classroom  is  a  place  for 
political  propaganda  and  the  recruit- 
ing of  disciples. 

The  public  also  needs  to  see  how 
many  classes  are  not  even  taught  by 
professors  but  by  graduate  students 
only  a  few  years  older  than  those  they 
are  teaching.  It  is  not  uncommon  on 
some  campuses  for  a  quarter  to  a  half 
of  all  the  undergraduate  courses  to  be 
taught  by  graduate  students  rather 
than  faculty  members. 

Expect  a  lot  of  outrage  when  the 
public  and  the  state  legislators  see 
foreign  students  whose  English  is  in- 
comprehensible trying  to  teach  calcu- 
lus or  science.  Expect  a  lot  of  hard- 
pressed  parents  to  wonder  why  they 
should  be  shelling  out  a  hundred 
grand  for  that  kind  of  education  in  an 
Ivy  League  college. 

It  will  be  a  long  time  before  the 
television  camera  is  used  so  extensive- 
ly on  campus  as  to  capture  all  this  on 
videotape.  In  fact,  the  danger  of  expo- 
sure is  certain  to  stiffen  the  opposition 
of  professors  to  such  a  development. 

Academic  administrators  are  far 
better  off  talking  to  outsiders  in  lofty 
generalities  about  their  mission,  and 
with  pious  invocations  of  "academic 
freedom,"  than  facing  a  public,  legis- 
lators and  trustees  who  have  seen  the 
often  tawdry  realities  behind  these 
words  with  their  own  eyes.  ■■ 
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Credit  Lyonnais  USA.  An  American  Success  Story. 

After  five  years  of  record  growth,  capped  by  our  most 
successful  year,  our  recognition  as  a  partner  to 
American  business  is  confirmed,  we  could  not  have 
done  this  without  the  assistance  of  our  long-term 
corporate  relationships.  We  have  listened.  And  learned. 
And  reacted.  And  created  value-added  products 
and  services.  Our  strength  is  no  longer  simply  the 
power  of  a  global  bank,  it  is  diversity,  it  is 
adaptability.  Qualities  that  are  truly  American. 


CREDIT  LYONNAIS  AMERICA'S  EUROPEAN  BANKER 

NEW  YORK  •  CHICAGO  •  LOS  ANGELES  •  HOUSTON  •  SAN  FRANCISCO  •  ATLANTA  •  MIAMI  •  DALLAS  •  BOSTON 


Introducing 
the  Millenia. 


So  advanced  1 
it  corrects  some 
drivers  errors. 

(The  first  of 

which  is 
overpaying.) 


When  you  buy  a  new  Mazda  one  clear  difference  shows  up  before 
Millenia,  you  get  a  luxury  sedan  you  ever  drive  it.  Because  the  new 
designed  and  built 


to  compete  with 


m  1 


1  1 


e  n  i  a 


Millenia  starts  at 
only  *26,000.* 


Mercedes,  BMW  and  Lexus.  But  Once  past  this  most  compelling 
since  you're  not  paying  for  an  entire  feature,  you  will  find  a  host  of  others, 
luxury  division  with  luxury  overhead,     Like  anti-lock  brakes  to  keep  your 


stopping  straight  and  sure.  And 
optional  traction  control  to  do  the 
same  for  your  acceleration. 

The  cabin  is  so  solid,  it's  quieter 
than  the  Mercedes  C280.  The  seams 
between  the  body  panels  fit  tighter 
and  straighter  than  the  Lexus  ES30C 


"525,995  M.S.R.P.  for  Millenia  with  cloth  trim.  S3i.995  M.S.R.P.  for  Millenia  S  shown.  Taxes,  license,  freight,  options,  dealer  charges  extra.  Actual  prices  set  by  dealel 


rhe  ride  is  smoother  than  the  Lexus 
is  well,  because  our  patented  4-wheel, 
nulti-link  suspension  eliminates  struts 
vhich  cause  friction  in  the  shocks. 

And  for  the  performance-minded, 
:he  Millenia  S  is  the  first  car  with  a 
Vliller-cycle  engine.  A  revolutionary, 


high-output  V6  that  makes  the  new 
Millenia  S  faster  than  the  V8-powered 
BMW  530i,**  while  it  burns  less  fuel.+ 
True,  some  luxury  cars  can  match 
our  36-month/50,000-mile  warranty 
and  24-hour  Emergency  Roadside 
Serviced  Some  correct  the  occasional 


driver  error.  But  bearing  price  in  mind, 
only  the  Mazda  Millenia  saves  you 
before  you  even  turn  the  key.  For  a 
free  brochure,  call  1-800-639-1000. 

mazoa 

It  Just  Feels  Right.8 


Ylodels  tested  with  automatic  transmission.  tE.PA  estimated  28  mpg  highway/20  mpg  city,  tt  See  dealer  for  details  on  limited  warranty  and  Roadside  Assistance  programs  ©  1994  Mazda  Motor  of  America,  inc 


It  is  one  thing  to  have  the  government 
acknowledge  it  has  stolen  your  property, 
quite  another  to  get  reimbursed. 

Don't  get  taken 


BY  STEVEN  E.  LANDSBURG 


Steven  E.  Landsburg  is 
associate  professor  of  economics  at 
the  University  of  Rochester  and  author  of 
The  Armchair  Economist. 


During  Bruce  Babbitt's  confirma- 
tion hearings  to  be  Interior  Secretary, 
Senator  Malcolm  Wallop  asked  the 
nominee  to  comment  on  the  takings 
clause  in  the  Fifth  Amendment. 
That's  the  clause  that  says,  "nor  shall 
private  property  be  taken  for  public 
use  without  just  compensation." 

Babbitt  said  he  had  never  heard  of 
it.  Nevertheless,  he  was  widely  ru- 
mored to  be  the  President's  first 
choice  for  each  of  two  subsequent 
seats  on  the  Supreme  Court.  Babbitt 
lost  out  both  times,  for  reasons  appar- 
ently unrelated  to  his  spotty  familiar- 
ity with  the  Constitution. 

Imagine  the  outcry  if  the  President 
had  considered  a  Supreme  Court  can- 
didate who  had  never  heard  of  free- 
dom of  speech.  Unfortunately,  the 
media,  ever  vigilant  in  defending  the 
First  Amendment,  tend  to  be  pretty 
docile  about  the  remaining  90%  of  the 
Bill  of  Rights.  That  double  standard  is 
misplaced.  The  takings  clause  protects 
a  freedom  that  is  every  bit  as  precious  as 
the  freedom  of  speech,  and  a  lot  more 
likely  to  be  trampled  by  an  insensitive 
Interior  Secretaiy,  whose  job  is  to 
make  decisions  about  public  land  use. 

Legal  scholar  Richard  Epstein  has 
argued  convincingly  that  the  takings 
clause,  if  taken  seriously,  would  cur- 
tail many  of  the  government's  favorite 


pursuits.  Regulations  that  limit  the 
uses  of  property  amount  to  partial 
takings,  and  ought  to  require  just 
compensation. 

Senator  Joseph  Biden  paid  back- 
handed tribute  to  Epstein  during 
Clarence  Thomas'  confirmation  hear- 
ings. The  senator  waved  a  copy  of 
Epstein's  book  Takings  and  lectured 
Thomas  on  the  dangers  of  accepting 
Epstein's  interpretation.  If  the  judi- 
ciary were  to  adopt  the  views  advocat- 
ed by  Professor  Epstein,  thundered 
Biden,  large  parts  of  the  government 
would  be  forced  to  shut  down.  Well, 
yes — that's  the  whole  point.  Unlike 
Secretary  Babbitt,  Senator  Biden 
knows  all  about  the  takings  clause, 
and  it  scares  him. 

Happily,  the  senator's  warning 
went  unheeded.  In  June  Thomas 
joined  a  Supreme  Court  decision  that 
edged  closer  to  Joe  Biden's  night- 
mare. In  Dolan  v.  City  of  Tigard, 
( 'hief  Justice  Rehnquist  wrote  for  the 
majority  that  "we  see  no  reason  why 
the  Takings  Clause  ...  as  much  a  part 
of  the  Bill  of  Rights  as  the  First 
Amendment  .  .  .  should  be  relegated 
to  the  status  of  a  poor  relation."  A 
town  government  had  tried  to  extort 
land  for  municipal  bike  paths  from  a 
small  business  owner  by  threatening 
to  withhold  a  building  permit.  The 
court  said  no. 

Dolan  appears  to  be  a  great  victory 
for  individual  rights.  But  it's  too  early 
to  rejoice.  Although  the  ruling  seems 
to  require  governments  to  bear  the 
costs  of  their  actions,  we  have  yet  to 
see  how  those  costs  will  be  calculated. 
This  creates  an  opportunity  for  bu- 
reaucrats to  emasculate  the  decision. 

To  compute  "just  compensation," 
we  have  to  estimate  a  pre-taking  mar- 
ket value.  When  property  has  recently 
changed  hands,  it  sounds  deceptively 
reasonable  to  establish  that  value  by 
looking  at  the  sale  price.  But  the  very 
threat  of  a  taking  can  depress  the  sale 


price  and  render  it  a  poor  measure  of 
true  market  value. 

Suppose  I  want  to  sell  you  an  acre 
formerly  worth  $10,000,  but  about 
to  be  reduced  in  value  to  $2,000  by 
environmental  regulations.  How 
much  will  you  pay  for  it?  If  you  pay 
$10,000,  the  regulations  will  ulti- 
mately cost  you  $8,000,  for  which 
you  should  be  compensated.  But  col- 
lecting that  compensation  may  be 
expensive  or  uncertain,  and  that's  not 
a  risk  you're  willing  to  take.  Conse- 
quently you  offer  only  $2,000. 

When  the  regulation  is  enacted,  the 
city  fathers  point  out  that  you've  lost 
nothing.  Why,  you  have  paid  $2,000 
for  the  plot — and  that's  just  what  it's 
worth.  The  city  declines  compensa- 
tion— fully  justifying  your  pessimistic 
offer  price. 

Indeed,  you  didn't  lose  anything, 
but  I  did.' I  lost  $8,000  by  being 
forced  to  sell  to  you  at  a  discount. 
Unless  I  am  compensated  for  that 
loss,  the  government  does  not  bear 
the  full  cost  of  its  actions. 

But  compensating  past  owners  is 
tricky.  The  land  may  have  changed 
hands  once  after  the  Endangered  Spe- 
cies Act  was  passed,  again  after  the 
fleawort  was  added  to  the  protected 
list,  and  again  after  fleaworts  were 
found  all  over  the  parcel.  Which  past 
owner  gets  the  compensation  check? 

The  only  practical  solution  is  for 
you,  the  current  owner,  to  receive  the 
full  $8,000.  With  that  policy  securely 
in  place,  you  are  willing  to  offer  nearly 
$10,000  for  my  acre  of  wildlife  ref- 
uge, and  rough  justice  is  achieved. 

These  issues  are  far  from  hypotheti- 
cal. Consider  New  York  City's  rent 
controls,  a  form  of  slow  confiscation 
that  has  been  going  on  for  50  years. 
The  victims  of  that  taking  are  not 
today's  owners,  who  purchased  at 
discount  prices,  but  the  past  owners 
who  sold  at  those  prices.  Should  New 
York,  in  a  burst  of  fidelity  to  constitu- 
tional principles,  seek  to  compensate 
those  victims,  it  would  be  impossible 
to  locate  them  all.  Only  an  ongoing 
policy  of  full  compensation,  properly 
computed,  could  have  prevented  this 
injustice. 

If  taxpayers  knew  that  every  act  of 
confiscation  would  cost  them  money, 
I  suspect  there  would  be  a  lot  fewer 
takings.  Joe  Biden  wouldn't  like  that. 
A  lot  of  us  would.  flM 
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Eight  months  after  the  Gulf  V 


While  the  oil  fields  of  Kuwait  burned,  Caterpillar 
equipment  worked  to  put  out  the  disastrous  fires. 

Our  equipment  is  used  all  over  the  world.  And 
not  just  when  disaster  strikes.  Last  year,  for  example,  we 
shipped  $11  billion  worth  of  our  products — three  quarters 


of  them  built  in  the  U.S. — to  work  sites  from  Arizona 
Zimbabwe.  Our  products  and  support  services  helped  c 
customers  construct  irrigation  canals  and  superhighwa] 
mine  valuable  resources  and  dig  foundations  for  homes 
schools.  Our  diesel  engines  powered  trucks,  ships,  train 


>itals  and,  in  remote  areas  like  Lillehammer,  Norway, 
ided  the  power  needed  at  the  1994  Winter  Olympics. 

All  of  which  is  compelling  proof  that  a  U.S.-based 
pany  can  make  products  that  are  in  demand  through- 
the  world  and  still  keep  thousands  of  jobs  here  at  home. 


At  Caterpillar,  it's  not  just  what  we  make.  It's  what 
we  make  possible. 

CATERPILLAR 


"Barcelona"  is  not  your  typical  American  movie, 
but  neither  is  its  producer,  Whit  Stillman, 
a  typical  moviemaker. 

Living  poorly  is 
the  best  revenge 


By  Phyllis  Berman 

John  Whitney  Stillman's  great- 
grandpa  was  James  Stillman — a  pal  of 
William  Rockefeller,  Edward  H.  Har- 
riman  and  Jacob  Schiff — who  made  a 
large  fortune  building  what  is  now 
Citicorp  from  a  smallish  New  York 


City  bank  into  one  of  the  biggest  in 
the  world.  His  grandfather  was  a  dis- 
tinguished medical  researcher,  who 
was  looking  for  a  cure  for  pneumonia, 
and  his  father  a  successful  attorney 
who  served  as  deputy  to  the  Secretary 


of  Commerce  in  the  Kennedy 
Administration. 

But  by  the  time  Whit  Stillman,  now 
42,  was  a  teenager,  the  money  trickle 
was  running  thin,  and  Whit  had  to 
finance  his  membership  in  Harvard's 
snooty  Fly  Club  by  making  cheese- 
steaks  at  a  local  restaurant. 

Cheesesteak  cooker  (and  onetime 
apartment  house  doorman)  Whit 
Stillman  has  broken  the  family  mold. 
Neither  banker,  lawyer  nor  physician, 
he  is  .  .  .  a  moviemaker.  Whit  Stillman 
produced,  directed  and  wrote  the 
script  for  Barcelona,  a  low-budget 
critical  success,  expected  to  be  a 
moneymaker. 

But  Whit  Stillman  hasn't  gone 
Hollywood.  On  a  brutally  hot  New 
York  day  he  shows  his  background  by 
carrying  a  jacket  and  wearing  those 
bright  green  trousers  that  were  once 
considered   a   uniform   by  eastern 

I  John  Whitney 
S  Stillman 
A  starving 
artist?  Much  as 
he  likes  the  image, 
he  must  now 
suffer  the 
consequences 
of  his  talent:  a 
movie  deal  with 
Castle  Rock 
Entertainment. 


106 


Forbes  ■  September  12,  1994 


iEMY  MA1TIM 

Ttewy  Martin  Fine  Champagne  cognac.  Exclusively 
from  grapes  of  the  Cognac  regions  two  best  areas. 

To  learn  more  about  cognac  and  the  world 
of  Remy  Martin,  call  1-800-678- REMY for  our 
10-minute  video.  Complimentary, 
while  supplies  last;  offer  expires  8-31-95. 


Asset  Based  Finance  •  Asset  Securitization  •  Foreign  Exchange  •  International  Trade  Finance 

Leasing  •  Municipal  Securities  Underwriting  •  Private  Placements  • 

This     announcement     appears     as     a     matter     ol     record     only.     ©     1  S  9  4     First     Union  Corporation 


Merger  and  Acquisition  Advisory  Services  •  Mezzanine  and  Equity  Capital  •  Money  Market  Investments 
ublic  Finance  •  Risk  Management  Products  •  Structured  Finance  •  Syndicated  Loans 


Introducing 

INCOME 

for  now, 

GROWTH 

for  later. 


Whit  Stillman 

Wasps.  His  clipped  speech  and  gen- 
teel manner  clearly  convey  that  Whit 
Stillman  was,  if  not  to  the  manor 
born,  to  the  manner  born. 

In  a  business  loaded  with  trendy 
leftists,  Whit  Stillman  also  stands  out 
for  his  political  views.  Barcelona's  two 
male  heroes  are  Americans  in  Spain  in 
the  1980s,  but  these  are  not  Ugly 
Americans.  Each  in  his  way  stands  up 
bravely  to  the  anti -Americanism  that 
was  and  is  so  fashionable  in  Europe. 
Stillman's  wife  is  Spanish,  and  he  has 
spent  a  lot  of  time  in  that  country.  The 
sneering  anti -Americanism  he  found 


Twentieth  Century 
Equity  Income 

If  you  seek  current  income  from  your  investment  and  want 
to  have  the  long-term  growth  potential  of  stock  fund  investing, 
consider  Twentieth  Century's  newest  fund:  Equity  Income. 

This  no-load  fund  invests  in  a  portfolio  of  stable  companies 
that  is  targeted  to  exceed  the  yield  of  the  stocks  in  the  S&P  500  Index. 
Due  to  its  more  conservative  equity  investment  strategy  of  pursuing 
current  income,  the  fund  has  the  potential  for  less  price  fluctuation 
than  you  might  expect  from  many  other  types  of  stock  funds. 

Equity  Income  joins  Twentieth  Century  Value  in  the 
category  of  conservative  stock  funds  offered  by  Twentieth  Century. 

To  find  out  how  you  can  pursue  current  income  and  growth 
potential,  call  for  your  free  information  kit  containing  a  prospectus 
with  more  complete  information,  including  charges,  expenses 
and  minimums.  Please  read  the  prospectus  carefully 
before  investing. 

Call  today,  toll-free: 

1-800-345-2021 

Ask  for  extension  6054 

EO.  Box  419200,  Kansas  City,  MO  64141-6200 

Investments  That  Work" 


©  1994  Twentieth  Century  Services,  Inc 
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INCOME  AND  GROWTH  POTENTIAL  IN  ONE  FUND! 


Family  patriarch  James  Stillman 

A  preeminent  banker  for  over  30  years. 


in  Spain  appalled  him. 

"In  Spain  on  the  Costa  Brava  the 
people  really  were  like  Martians  in  the 
extremes  of  their  vulgarity,'"  he  re- 
calls. "And  these  very  people  were  so 
very  self-confidently  looking  down  at 
Americans  as  far  beneath  them.  There 
would  be  amazing  caricatures  of  Rea- 
gan with  bombs  and  who  knows  what 
on  the  nightly  news.  I  was  worked  up 
almost  all  the  time." 

In  making  his  first  film,  Metropoli- 
tan, which  was  released  in  1990,  Still- 
man had  to  scrape  hard  to  find  the 
money.  He  made  the  film  on  an  abso- 
lute shoestring:  $225,000,  some  of  it 
coming  from  the  sale  of  a  modest 
New  York  apartment,  some  in  $5,000 
and  $10,000  increments  from  his 
Harvard  roommate,  his  mother  and 
an  aunt. 
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"Just  In  Time  In  Half  The  Time" 


vjy  he  problem:  The  investment  casting  process 
requires  too  much  lead  time  -  from  6  to  8  weeks  for  simple  parts  and  up  to  12  to  14  weeks  for 
complex  parts.  The  customer  needs  product  sooner. 

Enter  Fansteel  Escast. 

First,  work  flows  were  reorganized  to  significantly  reduce  queue  times.  Second,  the  facility  was 
altered  to  eliminate  much  of  the  material  handling.  Third,  dies  were  rapidly  exchanged  to 
eliminate  operator  and  machine  set  up  time.  Fourth,  the  process  was  modified  to  reduce  actual 
processing  time.  The  results? 

Manufacturing  time  went  to  3  weeks  for  simple  parts  and  5  weeks  for  complex  parts  enabling  a 
more  timely  response  to  customer  needs  as  well  as  significant  reduction  in  work-in-progress. 

Investment  casting  at  Fansteel  Escast  means  "Just 
in  Time"  manufacturing  in  half  the  time.  Its  one 
more  reason  why  it  will  pay  you  to  know  more 
about  us. 

Fansteel  Escast  produces  a  wide  variety  of  investment 
castings  for  the  automotive,  industrial  hardware,  military 
goods,  aerospace  and  general  OEM  markets. 


Fansteel  is  a  Specialty  Metals  Manufacturer  of  Fabricated  Aircraft /Aerospace  and  Weapons  Systems  Components, 
Forgings,  Sand  Mold  and  Investment  Castings,  Cutting  and  Milling  Tools,  Tool  Holding  Devices,  Coal  Mining 
Tools  and  Accessories,  Construction  Tools,  Wear  Parts  and  Special  Wire  Forms. 

[Fansteel 


1  Tantalum  Place  •  North  Chicago,  IL  60064 
708-689-4900 


Whit  Stillman 


Scene  from 
Barcelona 
Young  hedonis- 
tic Spaniards 
mouth  anti- 
American  slogans, 
giving  offense 
to  two  upright 
Americans. 


Metropolitan  is  a  virtually  plotless 
movie  that  portrays  a  group  of  blase 
New  York  adolescents  reminiscent  of 
Stillman's  own  milieu  in  the  1960s.  "I 
had  written  Metropolitan  under  the 
conviction  that  life  is  essentially  an 
eventless  affair,"  he  explains.  The  film 
gained  recognition  at  both  the  Sun- 
dance and  the  Cannes  film  festivals 
and  has  made  $3  million  in  U.S.  and 
Canadian  theaters  to  date.  After  re- 
warding his  backers  and  partners  and 
distributors,  Stillman,  however, 
wasn't  left  with  much. 

In  1991  he  moved  his  family,  now 
including  two  children,  to  Barcelona, 
his  wife's  native  city.  He  started  pro- 
duction of  Barcelona  using  money  left 
from  Metropolitan.  Later,  Castle 
Rock  Entertainment  sought  him  out, 
based  on  the  early  small  success  of 
Metropolitan,  and  gave  him  $3  mil- 
lion to  make  the  new  picture. 

He  got  into  the  movie  business  by 
the  back  door.  Failing  to  get  a  job  on 
Wall  Street — in  spite  of  his  name — he 
went  to  work  for  publisher  Double- 
day,  abandoning  his  plans  to  work  in 
finance  by  day  and  write  a  novel  by 
night.  "I  remember  the  42-cent 
lunches  at  Chock  Full  o'  Nuts  across 
the  street  from  Doubleday,"  he  shud- 
ders. During  that  period  he  wrote 


Metropolitan's 
privileged  teens 
Amusing,  though 
lacking  in  plot. 


several  comic  short  stories  under  a 
pseudonym  for  the  witty,  conserva- 
tive American  Spectator.  His  intro- 
duction to  films  was  trying  to  sell 
Spanish  movies  in  the  U.S.,  not  a 
lucrative  business.  Through  that  busi- 
ness, however,  he  got  small  acting 
roles  as  an  obnoxious  American  in 
some  of  the  movies. 

Perhaps  because  of  his  background, 
Stillman  is  very  uncomfortable  talking 
about  money.  He  will  say  only  that  he 
has  just  signed  with  Castle  Rock  to 
make  one  or  two  movies.  The  deal 


includes  not  only  the  financing  of  the 
pictures  but  also,  as  he  puts  it,  "a 
stipend  to  live  on.11 

Thinking  back  on  his  own  career, 
however,  Stillman  is  glad  he  didn't 
inherit  a  lot  of  money  from  great- 
grandpa  Stillman.  "I  think  getting 
used  to  living  on  no  money  is  a  great, 
liberating  thing,"  he  says.  "I  would 
see  friends  of  mine  trying  to  build 
businesses,  and  they  all  had  to  figure 
out  what  they  needed  to  live.  It  was  so 
gargantuan  that  they  just  couldn't 
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Can  Conservative  Management 
Lead  to  Financial  Strength 
in  Todays  Banking  Environment? 


Republic 
ational  Bank,  the 
aswer  to  that  question  is 
a  unequivocal  YES.  The  proof  is  in  our 
;views. 

In  the  June  24,  1994  analyst's  report, 
S  First  Boston  notes:  "Jn  our  opinion, 
epublic  has  developed  a  flexible  entrepre- 
eurial  approach  in  meeting  clients'  needs. 

In  addition,  RNB  has  approached  new 


business  both  cautiously  and 
prudently,  making  sure  the 
product  provides  consistent 
profit- ability  and  generous  spreads.  Along 
these  same  lines,  we  believe  RNB  has  made  a 
strategic  commitment  to  internally  expanding 
its  domestic  private  banking  business." 

Cautious  in  risk  management.  High  pro- 
ductivity. Traditional  banking  values  that 
help  build  a  strong  financial  institution. 


Republic  National  Bank 


For  more  information  about  Republic  National  Bank, 
please  call  1  800  REPUBLIC.  Outside  the  U.S.  (718)  488-4049. 

From  the  collection  of  Republic  National  Bank  of  New  York.  ©  Republic  National  Bank  of  New  York  1994. 
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The  streets  of  China  may  indeed  be  paved  with  gold, 
but  those  streets  are  full  of  legal  potholes. 

Markets  and 
the  rule  of  law 


BY  JAMES  D.  ZIRIN 


James  D.  Zirin  is  a  member  of  the  New  York 
law  firm  of  Brown  &  Wood.  He  recently  returned 
from  China,  where  he  lectured  to  a  group 
of  Chinese  lawyers  at  Fudan  University  (Shanghai) 
on  the  legal  problems  of  a  global  economy. 


The  Palace  Hotel  in  Beijing  is  said 
to  be  owned  by  a  joint  venture  con- 
sisting of  a  foreign  consortium  and 
the  People's  Liberation  Army.  If  there 
is  a  dispute  between  the  venturers  as 
to  calculation  of  profits,  which  army 
general  do  the  investors  sue? 

And  if  they  succeed,  how  do  they 
collect?  Lots  of  luck,  fellows. 

China  has  purposefully  created  the 
impression  that  it  is  a  mecca  for  invest- 
ment. Low  wages,  special  tax  breaks 
and  an  unrivaled  pace  of  industrial  ex- 
pansion have  attracted  billions  to  the 
republic  founded  by  Mao  Tse-tung  in 
1949.  But  China  has  always  been  a  land 
of  contradictions,  and  it  still  is. 

The  "socialist  market  economy,"  re- 
affirmed by  die  Central  Committee  of 
the  Communist  Party  in  November 
1993,  offers  only  a  primitive  commer- 
cial legal  system  with  few  ironclad  guar- 
antees. That's  why  smart  investors  trade 
hard  to  get  their  money  out  within  a 
year  or  two  in  order  to  minimize  risk. 

The  joint  venture  partners  of  West- 
ern entrepreneurs  are  "state-owned 
enterprises,"  often  a  euphemism  for 
the  military,  where  the  real  power  lies. 
In  the  final  analysis  a  foreigner  must 
rely  on  trust  and  negotiation,  rather 


than  on  litigation,  when  disputes  arise. 

A  significant  new  development  oc- 
curred on  July  1 , 1994,  when  China's 
first  Company  Law  took  effect.  The 
measure  affects  some  1.2  million 
companies,  as  well  as  the  state  in  its 
commercial  dealings,  and  provides, 
among  other  things,  for  limited  liabil- 
ity, regulation  of  the  issuance  of  secu- 
rities, accounting  and  financial  re- 
porting rules  and  enforcement  of 
judgments.  Additional  legislation  will 
cover  mergers  and  acquisitions,  con- 
sortia and  joint  venturing. 

The  new  measure  is  a  first  step  in 
the  right  direction,  but  no  one  knows 
exactly  what  it  means.  In  China  there 
is  no  body  of  cases  under  the  Compa- 
ny Law.  Investors  and  their  lawyers 
are  flying  blind. 

Chinese  business  lawyers  lack  the 
seasoning  of  their  American  counter- 
parts. Though  many  have  been  edu- 
cated in  the  U.S.,  and  American  law- 
yers go  to  China  to  teach  basic  con- 
cepts of  American  law,  the  top  lawyers 
are  in  their  20s  and  early  30s.  An 
entire  generation  of  lawyers,  who 
now  would  be  in  their  40s,  was  wiped 
out  in  the  Cultural  Revolution,  when 
Mao  sent  them  to  the  rural  areas, 
where  they  learned  to  clean  latrines. 
The  senior  lawyers,  who  are  in  their 
50s  and  60s,  were  trained  in  the  Sovi- 
et Union  and  lack  insight  into  mod- 
ern commercial  law. 

The  Chinese  court  system  is  capri- 
cious, communist  and  presumptively 
corrupt.  There  is  no  dependable 
mechanism  for  resolving  internation- 
al disputes.  Comity  is  not  accorded  to 
foreign  judgments.  When  a  Chinese 
client  of  a  Shanghai  lawyer  recently 
received  a  faxed  copy  of  a  summons 
and  complaint  issuing  out  of  a  federal 
court  in  New  York,  the  lawyer  advised 
his  client  to  tear  it  up,  since  the  client 
had  no  assets  except  in  China  and  the 


Chinese  court  would  not  give  the 
American  default  judgment  extrater- 
ritorial effect. 

There  is  another  new  law  designed 
to  standardize  commercial  arbitra- 
tion, which  is  expected  to  become 
effective  at  year-end.  This  law  will 
make  arbitration  practices  more  com- 
patible with  international  rules.  One 
of  the  real  sticking  points,  however,  is 
the  mechanism  for  the  selection  of 
arbitrators.  And  there  is  no  mecha- 
nism for  enforcing  arbitral  awards. 

China  obviously  has  a  long  way  to 
go.  It  currently  seeks  to  resume  its 
membership  in  GATT  but  cannot  gain 
entrance  until,  among  other  things,  it 
strengthens  its  laws  regarding  protec- 
tion of  intellectual  property  rights  and 
agrees  to  international  arbitration  of 
commercial  disputes.  The  govern- 
ment is  not  opposed  to  either  of  these 
concepts,  but  has  been  slow  to  imple- 
ment them  in  legislation.  Meanwhile, 
piracy  of  intellectual  property  such  as 
computer  software  goes  unpunished. 

Business  leaders  in  Taiwan  recently 
announced  that  they  had  lost  confi- 
dence in  the  Chinese  government  as  a 
result  of  failure  to  come  to  terms  and 
would  suspend  further  investment  on 
the  mainland.  Talks  between  the  two 
governments  have  momentarily  stalled. 

Finally,  there  is  the  vexing  question 
of  human  rights,  particularly  with  re- 
spect to  the  hardliners'  treatment  of 
students  and  political  dissidents. 

When  I  asked  a  cab  driver  in  Hong 
Kong  whether  he  was  worried  things 
might  be  different  in  1997  when  the 
communists  take  over,  he  responded: 
"There  is  not  much  communism  any- 
more— just  money."  Not  quite  that 
simple.  A  market  economy  demands  a 
legal  system.  Legal  and,  inevitably,  po- 
litical changes  are  in  the  wind  for  China, 
but  it  may  take  another  dynasty  or  two 
before  the  story  is  fully  told.  m 
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The  first  timelgzve  her  a  diamond  ring 
her  eyes  instantly  said  yes." 


I'll  always  remember  that  face. 
The  smile  bordering  on  a  tear. 
Eyes  as  lively  as  the  diamond 
I  nervously  slipped  on  her  finger. 
And  now  that  we  have  come 
so  far  together,  perhaps  its  time  to 
celebrate  that  love,  agpdn,  with  a 
diamond  as  exceptional  as  our  love. 


1 


An  exceptional  diamond  of  two  carats,  or  more,  is  so  rare  that  fewer  than  one  percent  of  women  will  ever  own 
one.  If  you  are  considering  an  important  diamond  gift  for  your  wife,  like  this  ring  featuring  a  brilliantly  cut  3.07-carat 
center  stone,  simply  call  for  your  guide  to  a  diamonds  quality  and  value,  as  well  as  the  name  of  your  local  expert 
diamond  jeweler.  1-800-822-5500. 

A  diamond  is  forever. 


Congress  took  a  step  toward  tort  reform  last  month, 
and  Cessna  Aircraft  Co.  looks  like  a  big  winner. 

Cleared 
for  takeoff 


By  Howard  Banks 


Taking  time  off  from  fussing  and 
posturing  over  health  care  legislation 
and  the  crime  bill,  Congress  passed 
(and  on  Aug.  17  the  President  signed) 
a  useful  piece  of  legislation.  The  law, 
the  General  Aviation  Revitalization 
Act,  says  lawyers  can  no  longer  sue 
manufacturers  of  small  aircraft  in  acci- 
dents involving  planes  and  parts  over 
18  years  old. 

This  significant  piece  of  tort-re- 
form legislation  breathes  new  life  into 
the  U.S.  general  aviation  business. 
Until  now,  a  manufacturer  was  liable 
for  every  plane  it  ever  built.  This 


Cessna  Chairman  Russell  W.  Meyer  Jr.  with  a  prototype  of  his  new  military  jet  trainer 

Meyer  can't  wait  to  reenter  the  market  for  the  small  piston-engine  planes  after  an  eight-year  absence. 
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cumen. 


o  ur  specialized  knowledge  helps  us  insure  the  needs  of  complex 
businesses,  unique  homes  and  valuable  possessions. 

*  I  \-l 

At  Chubb,  bur  knowledge  is  our  strength.   ♦  Through  the  practical 

application  bf  this  knowledge,  we  meet  our  customers'  individual  needs. 
And  by  thoughtfully  choosing  which  market  segments  to  serve,  we  can 
apply  all  our  efforts  to  serving  them  well.  ♦  We've  put  our  minds  to 
commercial  insurance  by  adapting  broad-based  coverages  to  the  needs 
of  the  diverse  industries  that  have  become  Chubb  specialties.  We  provide 
insurance  for  an  impressive  roster  of  companies  of  all  sizes,  from  many 
of  the  Fortune  500  to  those  just  making  their  fortune.  ♦  In  personal 
insurance,  our  deep  understanding  of  art,  architecture  and  collectibles, 
including  vintage  automobiles,  has  earned  us  a  reputation  as  a  pre- 
mier insurer  of  unique  homes  and  their  contents  and  has  positioned 

us  as  one  of  the  largest  insurers  of  personal  art 
3kk>^\  collections. and  jewelry  in  the  world.  ♦  With 

■Mpr))  over  a  century  of  experience,  we've  learned  how 

^^iLs****"*  '  tQ  £au8e  ns^  anc^  help  minimize  losses.  Through 

ongoing  education,  we  keep  our  knowledge  cur- 
'  rent  to  protect  our  clients  in  ways  they  might 
not  have  thought  of.  ♦  In  short,  our  brain  power  is  what  helps  set 
us  apart.  And  what  makes  Chubb  such  an  intelligent  choice.  For  infor- 
mation, call  us  at  1-800-36  CHUBB. 

Insure  your  world  with  Chubb  I  BL^^ 


Insure  your  world  with  Chubb 

For  promotional  purposes  Chubb  refers  to  member  insurers  of  the  Chubb  Group  of  Insurance 
Companies  who  issue:' coverage.  Chubb  Group  of  Insurance  Companies,  Warren,  NJ. 


CHUBB 


Are  You 
Hearing 
Everything? 

If  some  things  don't  sound 
right,  you  could  have  a 
hearing  problem.  Do  you  ask 
people  to  repeat  things?  Can 
you  hear  telephone  callers 
clearly?  Do  others  complain 
that  your  radio  or  TV  is  too 
loud?  No  matter  what  your 
age  —  young  or  old —  hearing 
problems  can  be  baniers  to 
success  in  school  or  at  work. 
If  you  have  trouble  hearing, 
contact  an  audiologist. 

A  hearing  problem  is  one 
problem  you  don't  have  to 
live  with. 


American 
Speech-Language- 
Hearing 
Association 


For  additional  information  on  hearing 
loss  and  audiologists  in  your  area,  call 
1-800-638-8255. 


Cessna 

unlimited  liability  "tail"  forced  the 
planemakers'  product-liability  premi- 
ums into  the  stratosphere  and  more  or 
less  killed  the  U.S.  small-plane  indus- 
try— and  with  it  over  100,000  jobs. 
Raytheon's  Beech  Aircraft  subsidiary, 
for  example,  produced  just  120  single 
piston-engine  planes  last  year,  all  top- 
of-the-line  Bonanzas,  down  from  a 
total  output  of  712  singles  in  1979. 
Cessna  Aircraft  Co.,  a  Textron  divi- 
sion, hasn't  made  a  small  piston-en- 
gine plane  since  1986,  primarily  as  a 
result  of  soaring  liability  costs. 

The  new  tort  law  will  benefit  all  of 
America's  makers  of  small  planes,  but 
Cessna,  the  granddaddy  of  general 
aviation  planemaking,  probably 
stands  to  gain  the  most.  Its  chairman, 


If  Cessna  can  sell  a  new 
172  equipped  with  suffi- 
cient avionics  to  permit 
flying  on  instruments  for 
around  $100,000,  that 
would  be  roughly  in  line 
with  inflation  since  the 
late  1970s,  the  heyday 
of  the  small -plane 
business. 


61  -year-old  Russell  W.  Meyer  Jr.,  was 
a  key  player  in  getting  die  bill  passed. 
Anticipating  victory,  Meyer  formed  a 
study  group  18  months  ago  to  restart 
Cessna's  small-aircraft  business. 

A  flying  enthusiast  who  has  piloted 
everything  from  light  aircraft  to  jet 
fighters,  Meyer  says  Cessna  plans  to 
build  around  2,000  small  planes  a 
year,  the  first  to  be  delivered  by  1996. 
This  is  a  far  cry  from  the  company's 
peak  production  of  small  piston-en- 
gine planes  of  almost  8,000  in  1978. 
But  Meyer  predicts  reentering  the 
small-plane  business  will  add  a  mini- 
mum of  $300  million  a  year  in  sales. 
And  it  will  add  1,500  jobs  to  the 
almost  6,000  working  at  Cessna  to- 
day. "It's  a  hell  of  a  business  oppor- 
tunity for  us  and  for  Textron," 
beams  Meyer. 

The  first  piston-engine  plane  back 
into  production  will  be  an  updated 
Cessna  172,  the  ubiquitous  high- 
wing,  fixed-gear  trainer  with  close  to 
34,000  sold  over  the  years.  Shortly 
after  will  follow  introduction  of  a 
revamped  version  of  the  more  power- 


ful Cessna  182,  and  then  the  206, 
better  suited  to  longer  distances  and 
chartering. 

The  new  versions  won't  look  much 
different  from  existing  ones.  There 
will  be  a  few  small  aerodynamic  im- 
provements to  reduce  drag,  but  most- 
ly the  updates  will  involve  such  things 
as  quietening  the  engine,  adding 
modern  avionics  and  improving  the 
optional  autopilot. 

Meyer  anticipates — and  quickly 
dismisses — criticism  that  Cessna  is 
just  building  the  same  old  designs. 
"We'd  be  enormously  foolish,"  he 
explains,  "not  to  take  advantage  of 
designs  with  millions  of  flight  hours' 
experience,  which  countless  thou- 
sands of  pilots  have  flown,  and  which 
we  know  we  can  build  profitably." 

Putting  existing  designs  back  into 
production  will  save  time  and  a  lot  of 
money.  The  nonrecurring  cost  of  de- 
veloping an  all-new  small  plane,  from 
design  to  certification,  would  run  as 
much  as  $25  million,  Meyer  says,  and 
would  take  up  to  3V2  years  from  start 
to  certification.  And  that  is  for  a  con- 
ventional design  based  on  a  tested 
aluminum  structure.  Securing  the 
hidebound  Federal  Aviation  Admin- 
istration's approval  for  a  frame  made 
of  composite  materials  would  be  far 
more  expensive. 

Cessna  will  assemble  its  small 
planes  away  from  Cessna's  main  plant 
in  Wichita,  Kans.,  though  most  parts 
will  be  made  there.  One  reason  for  the 
shift  is  to  find  less  crowded  airspace 
able  to  accommodate  test-flying  at 
least  eight  new  planes  each  working 
day.  Another  is  to  get  away  from  the 
higher  overhead  the  Wichita  plant 
inevitably  incurs  as  a  result  of  making 
more  complex  business  jet  aircraft,  a 
business  in  which  Cessna  has  excelled. 

Will  Meyer's  plan  fly?  "The  mar- 
ket's very  confused  right  now,"  says 
Edward  W.  Stimpson,  president  of 
the  General  Aviation  Manufacturers 
Association.  One  big  challenge,  he 
says,  will  be  recreating  the  dealerships 
and  pilot-training  schools,  many  of 
which  closed  as  liability  premiums 
shot  up  and  sales  stopped.  Beech  Air- 
craft Chief  Executive  Arthur  E. 
Wegner  warns  that  the  large  backlog 
of  cases  means  that  liability  costs  will 
not  be  cut  immediately. 

Competition  is  another  imponder- 
able. Competitors  to  watch  include 
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"WE  GO 
OUT  OF  OUR  WAY 
TO  MAKE  ALL  YOUR 
BUSINESS  STAYS 
UNMEMORABLE." 


Nothing's  more  memorable  than  a  bad  experience. 
That's  why  at  Marriott,  we  make  sure  your  stay  goes 
smoothly.  With  services  like  Express  Check-In,  guaranteed 
on-time  breakfast  delivery  and  no  annoying  telephone  access  fees 
So  you  can  think  about  your  business.  Not  ours. 
Call  your  travel  agent  or  1-800-228-9290. 

Harriott 


HOTELS  RESORTS  SUITES 


WE  MAKE  IT  HAPPEN  FOR  YOU. 


©1994  Marriott  International,  Inr. 


sedans  guzzle 

gasoline. 
This  one  sips  it. 


SZ™21%%  ^hZSu^  J*  Compared  to  1994  Maxima.  1995  E.P.A.  Economy* 

y/t,  nwy.  wttn  J  speed.  Use  these  E.P.A.  estimates  for  comparison  only.  Your  mileage  may  vary.  Comparison  vs.  1994 


There's  one  problem  with  most  luxury  performance 
sedans  that  have  powerful  rocket  ship-like  engines: 

They  get  rocket  ship-like  fuel  efficiency. 

Which  is  why  we  re  pleased  to  introduce  you 
to  the  new  1995  Nissan  Maxima  GXE  and  its 
absolutely  amazing  V6  engine. 

Amazing  because  it  offers  both  30  more  stan- 
dard horsepower  and  10%  better  fuel  efficiency 
than  our  previous  Maxima*.  Amazing  because  it 
can  scamper  from  0-60  quicker  than  a  Lexus  ES 
300,  an  Acura  Legend  LS,  and  a  Mercedes  C280.** 
Amazing  because  it  gets  up  to  21  mpg  in  the  city 
and  28  mpg  on  the  highway  -  the  same  miserly 
fuel  economy  as  a  far  less  powerful four- cylinder 
Toyota  Camry.  And  it's  amazing  because  the  new 
Maxima  has  a  starting  price  of  under  $20,000! 

Call  us  at  1-800-501-3629 and  we'll  gladly 
tell  you  more  amazing  news.  Or,  better  yet,  take  it 
for  a  test  drive  at  your  nearest  Nissan  Dealer. 

And  see  how  the  new  Maxima  eats  up  corners 
and  devours  straightaways  while  rarely  needing 
to  stop  for  a  drink. 

The  New  Nissan  Maxima 


NISSAN 


It's  time  to  expect  more  from  a  car 


royota  Camryivith  automatic  transmission.  **Based  on  independent  tests  conducted  by  AMCI  using  1995  Maxima  GLE  vs.  1994  competitive  sedans.  fMSRPfor  1995 
Maxima  GXE  excluding  taxes,  title,  license,  destination  charges,  options  and  locally  required  equipment.  GXE  model  shown  with  optional  sunroof  and  alloy  wheels. 


Cessna 


Why  the 
President 
didn't  go 
to  Wichita 


The  General  Aviation 
Rcvitalization  Act  is  the 
first  time  Congress  has  re- 
stricted lawyers'  ability  to 
sue  manufacturers  for 
product  liability,  and  there- 
in lay  a  dilemma  for  Bill 
Clinton. 

His  advisers  had 
planned  a  bill-signing  cere- 
mony in  Wichita,  Kans., 
headquarters  of  Cessna  Air- 
craft and  die  heartland  of 
American  general  aviation. 
It  would  have  been  good 
theater.  In  a  hangar  full  of 
planes  and  smiling  work- 
ers, the  President  would 
have  taken  credit  for  the 
jobs  the  law  would  create  in 
the  industry. 

But  die  President 
didn't  go  to  Wichita.  He 
signed  the  bill  quietly  in 
the  Oval  Office.  On  hand 
were  a  few  aircraft  indus- 
try and  labor  union  repre- 
sentatives and  one  White 
House  photographer. 

The  apparent  reason 
for  the  low-profile  signing 
was  Democratic  South 
Carolina  Senator  Ernest 
(Fritz)  Hollings.  The 
point  man  in  the  Senate  for 
the  trial  lawyers,  Hollings 
hates  tort  reform  and  tried 
for  years  to  kill  the  avia- 
tion bill.  But  when  it  be- 


Senator  Ernest  (Fritz)  Hollings 
Trading  his  vote. 


came  obvious  the  bill  was 
going  to  pass — eventual 
vote  91  to  8 — he  conced- 
ed defeat.     Since  the 
White  House  needs  Hoi- 
lings'1  support  on  health 
care  and  the  crime  bill,  it 
avoided  rubbing  the  tort- 
reform  bill  in  his  face. 

Hollings,  who  looks  af- 
ter the  South's  textile  in- 
dustry as  well  as  the  plain- 
tiffs' bar,  may  have  re- 
couped by  working  out  a 
deal  with  the  White  House 
to  push  through  a  piece 
of  protectionist  legislation 
he  has  long  fought  for. 
The  legislation  to  enact  the 
GATT  treaty,  to  expand 
multilateral  trade,  includes 
a  Hollings- inspired 
clause  that  is  a  blatant  pro- 
tectionist ploy. 

It  works  by  subtract- 
ing from  a  foreign  manu- 
facturer's selling  prices 
in  the  U.S.  any  profit  mar- 
gin that  can  be  attribut- 
ed to  its  U.S.  operations. 
Example:  If  Toyota's 
U.S.  operations  can  be 
said  to  account  for  5%  of 
the  selling  price  of  Japa- 
nese-made Toyotas  to 
U.S.  dealers,  then  trade 
investigators  can  deduct 
that  5%  from  the  price 
Toyota  charges  for  its 
cars  in  the  U.S.  In  short, 
the  Hollings  clause  will 
make  it  much  easier  to 
show  that  a  foreign  com- 
pany is  dumping. 

Hollings  failed  to  get 
this  measure  into  law  dur- 
ing the  Bush  Adminis- 
tration, and  the  loss  still 
rankles.  He  is  said  to 
have  made  its  passage  a 
condition  of  his  support 
for  the  Clinton  agenda. 

The  White  House  has 
told  the  U.S.  Treasury 
to  accommodate  Hol- 
lings' protectionist  clause, 
so  it  seems  likely  that 
this  time  he'll 
win.  -H.B.  wm 


Bethany,  Okla. -based  Commander 
Aircraft  Co.  (Forbes,  Apr.  25),  and 
France's  Aerospatiale  group,  which 
has  sold  a  few  single-engine  types  in 
the  U.S.  And  Toyota  (Forbes,  Aug.  5, 
1991)  is  still  in,  er,  the  wings  with  its 
plans  for  a  small  plane. 

Price — not  design  or  perfor- 
mance— will  be  by  far  the  biggest 
factor  determining  who  comes  out  on 
top.  The  immediate  competition  will 
be  with  used  aircraft.  The  absence  of 
new  aircraft  has  been  a  boon  to  exist- 
ing owners,  whose  planes  have 
gained,  not  lost,  value.  A  used  172 
purchased  new  in  the  mid-1970s  for 
$50,000  can  now  cost  $75,000  for  a 
plane  in  top  condition. 

Meyer  will  not  discuss  prices. 
"They  haven't  been  fixed  yet,"  he 
says.  But  if  Cessna  can  sell  a  new  172 
equipped  with  sufficient  avionics  to 
permit  flying  on  instruments  for 
around  $100,000,  that  would  be 
roughly  in  line  with  inflation  since  the 
late  1970s,  the  heyday  of  the  small- 
plane  business. 

Regardless  of  what  happens  to  its 
new  piston-engine  venture,  Cessna 
will  be  flying  high.  This  year  Cessna 
will  turn  out  over  115  of  the  various 
versions  of  its  successful  Citation 
business  jet  family  of  designs,  for  total 
sales  of  around  $850  million.  Sales  of 
these  jets  should  hit  around  $1  billion 
by  1996,  Meyer  says.  (Cessna's  profits 
are  lumped  with  Bell  Helicopter's  in 
Textron  accounts;  together  Cessna 
and  Bell  earned  $171  million,  pretax, 
last  year.)  Meyer  says  that  two  new 
versions  of  its  business  jet  line  will  be 
announced  in  the  next  few  months,  in 
addition  to  the  new  top-of-the-line 
Citation  X  ,  now  in  flight- testing. 

In  another  potential  coup  Cessna 
has  rushed  a  late  entrant  into  the  hot 
competition  for  a  new  joint  primary 
flight  trainer  for  the  Air  Force  and 
Navy  (the  jpats  program).  Cessna's  is 
the  only  ail-American  competitor 
among  the  seven  entrants.  To  cut  costs 
this  design  uses  many  components 
from  Cessna's  smallest  business  jet, 
right  down  to  the  undercarriage.  Win- 
ning the  JPATS  contract  for  71 2  trainers 
could  be  worth  up  to  $4  billion  to 
Cessna  over  the  next  1 5  years. 

"It  will  be  busy,  busy  the  next 
couple  of  years,"  says  Meyer.  "But 
that's  a  sight  better  than  not  being 
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"We  need  to  take  care  of  the  forest  and  the  things  that  live  here." 

"Out  here,  you  understand  that  the  forest  is  more  than  just  trees.  And  that 
caring  for  the  wildlife  that  lives  here  is  important.  To  all  of  us.  My  company 
Georgia-Pacific,  believes  that.  And  were  doing  something  about  it.  One  way 


is  with  a  plan  we've  developed  to  protect  the  Red-Cochaded  Woodpecker. 
Were  finding  nesting  sites,  then  creating  safe  areas  around  them.  Areas  well 
leave  undisturbed.  Just  to  make  sure  the  birds  will  always  have  a  place  to  live 


an 


d  thrive.  That  makes  me  feel  £ood  about  the  work  I  do.  And  about  the 


company  I  work  for."  Carlton  White,  Forest  Specialist.   Georgia-Pacific  ^ 
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San  Albert^ 
Vi  n  eyard| 

[  s  1  A  T  E     BOTTl  E  D 

c'l  OROt   RIVER  VA  U«  ' 


Why  settle  for  one  good  year? 


Six  glasses,  a  toast  or  two  and 
even  the  most  excellent  year 
is  history.  Whether  it.  came  in  a 
bottle  or  on  a  balance  sheet. 

Unless,  that  is,  you  have  put 


into  place  an  approach  that 
can  keep  delivering  vintage 
year  after  vintage  year.  An 
approach  that  yields  rooted 
long-term  capabilities,  not 


just  fleeting  short-term  resul 
At  Andersen  Consulting,  ou 
goal  is  to  give  your  enterprise 
the  capacity  to  keep  adaptin; 
and  improving  indefinitely.  To 


accomplish  this,  we  can  help 
/ou  create  an  optimal  blending 
Df  all  your  organization's  vital 
esources:  strategy  technology 
Dusiness  processes  and  people. 


Because  when  all  of  these 
components  work  together, 
you  can  be  sipping  success  in 
the  present,  while  your  future 
is  ripening  on  the  vine. 


Andersen 
Consulting 

ARTHUR  ANDERSEN  &  CO.,  S.C. 


When  Geoffrey  Moore  talks  about  inflation, 
Alan  Greenspan  takes  notice.  Right  now  Moore 
expects  inflation  to  ratchet  up  a  notch 
despite  what  the  Fed  is  doing. 

Sentinel  on 
the  inflation 
watch 

By  Dana  Wechsler  Linden 


As  BRAND  names  in  economics  go, 
Geoffrey  Moore  does  not  enjoy  in- 
stant recognition;  but  in  the  business 
he's  recognized  as  the  great  expert  on 
business  cycles.  Among  the  people 
who  listen  to  what  the  80-year-old 
scholar  says  is  Federal  Reserve  Chair- 
man Alan  Greenspan,  to  whom 
Moore  taught  statistics. 

Now  director  of  Columbia  Univer 
sity's  Center  for  International  Busi- 
ness Cycle  Research,  Moore  in  the 
late  1950s  was  one  of  the  creators  of 
the  original  version  of  the  Commerce 
Department's  index  of  leading  eco- 
nomic indicators.  A  decade  ago 
Moore  devised  a  leading  index  for 
inflation  that  has  won  widespread 
respect. 

Forbes:  Alan  Greenspan  was  one  of 
your  students. 

Moore:  When  I  taught  a  course  in 
economic  statistics  at  New  York  Uni- 
versity [1947-48],  he  was  really  out- 
standing as  a  student.  He  made  a  big 
impression  on  me.  We're  friends.  And 
I'd  like  to  think  that  anything  we  do  is 
helpful  to  him. 

What  does  your  leading  inflation 
index  tell  him? 

Last  September  or  October  the  index 
began  going  up  somewhat  rapidly. 
Not  dramatically,  but  somewhat  rap- 
idly. That's  telling  us  that  the  rate  of 
inflation  is  likely  to  increase  and  get 
into  the  3%  to  5%  range.  Since  the 
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index  is  usually  6  to  12  months  ahead, 
inflation  should  increase  sometime 
this  coming  fall. 

Fall  is  just  about  here.  But  since 
your  index  started  rising,  the  Fed 
has  raised  short-term  rates  five 
times.  Don't  those  rate  hikes 
change  people's  inflationary  expec- 
tations, and  your  predictions? 
It  would  if  they  [rising  rates  J  had  had 
a  depressing  effect  on  the  leading 
inflation  index.  So  far  they  haven't. 
The  Federal  Reserve  would  have  had 
to  increase  rates  by  a  tremendous 
amount  to  have  reversed  things.  And 
of  course,  that  would  take  a  high 
price.  I'm  not  recommending  that. 
Actually,  a  lot  of  people,  especially 
in  Congress,  say  the  Fed  overreact- 
ed. They  say  there's  no  increase  in 
inflation,  just  things  like  higher 
coffee  prices  owing  to  crop  damage 
or  gas  price  hikes  because  of  sum- 


mer vacations. 

They're  looking  in  the  rearview  mir- 
ror. The  nature  of  these  leading  indi- 
cators is  that  they  tend  to  move  early, 
so  you're  always  out  of  step  with 
what's  going  on  currently.  But  the 
makings  of  a  higher  rate  of  inflation 
are  with  us  now. 

Really?  Capacity  utilization  rates 
don't  seem  to  be  telling  us  that. 
Neither  does  the  price  of  gold. 

If  capacity  utilization  were  an  early 
moving  indicator,  that  would  be  one 
thing.  But  we've  looked  at  it.  It  does 
correspond  with  turning  points,  but 
not  in  a  leading  way — it  tends  to  be  at 
its  highest  level  at  the  peak  of  the 
business  cycle  and  not  before  the 
peak.  So  if  you  wait  for  capacity  utili- 
zation to  reach  a  very  high  level,  you 
might  be  waiting  too  long. 

Gold  shows  the  influence  of  infla- 
tionary pressures  and  expectations. 
People  invest  in  it  for  that  purpose,  in 
large  part,  and  it's  very  sensitive.  But 
it's  not  a  consistent  leading  indicator, 
either. 

What  components  make  up  your 
leading  index? 

One  is  industrial  materials  prices.  It's 
much  more  limited  in  scope  than  the 
producer  price  index,  because  it  cov- 
ers only  materials  that  go  into  produc- 
tion of  goods  and  doesn't  include 
prices  of  farm  products.  But  it's  also 
much  more  sensitive  to  early  infla- 
tionary pressures.  The  industrial  ma- 
terials price  index  has  had  a  recent, 
very  rapid  growth  rate. 

We  also  use  the  import  price  index. 
And  businesses'  anticipated  selling 
prices,  which  is  a  survey  that  Dun  & 
Bradstreet  takes  every  quarter  of  what 
businessmen  think  their  selling  prices 
are  going  to  do  over  the  next  year  or 
so.  We've  found  it  to  be  quite  sensi- 
tive to  prospects  for  inflation. 

There's  also  the  percent  of  purchas- 
ing managers  reporting  slower  deliv- 
eries or  higher  prices.  The  employ- 
ment-to-population ratio  is  a  measure 
of  how  tight  the  labor  market  is.  And 
we  consider  total  debt — a  measure  of 
how  much  money  is  being  created  by 
banks  and  others  for  people  and  busi- 
nesses to  buy  with. 

We've  found  changes  in  total  debt 

Economist  Geoffrey  Moore 

Inflation  is  headed  up,  perhaps  to  5%. 


levels  to  be  more  useful  as  an  indicator 
of  inflation  than  changes  in  the  mon- 
ey supply,  because  debt  involves  deci- 
sions to  use  money  to  buy  things  or 
invest.  Whereas  the  money  supply, 
which  includes  deposits  of  all  kinds, 
doesn't  necessarily  involve  any  deci- 
sions with  respect  to  spending 
that  money. 

Which  of  these  components  con- 
vinces you  that  inflation  is  moving 
back  toward  the  5%  level? 

All  of  them. 

Some  of  this  century's  greatest  eco- 
nomic thinkers — Keynes,  Schum- 
peter,  Hayek — worked  on  business 
cycle  theory  before  World  War  II. 
After  the  war  the  Keynesians  all  but 
said  they  could  fine-tune  cycles  out 
of  the  economy.  It  turned  out  they 
could  do  no  such  thing.  Can  we 
finally  close  the  book  on  Keynesian 
fine-tuning? 

We've  had  business  cycles  and  infla- 
tion cycles  going  along  together  for 
so  long,  even  with  the  Federal  Reserve 
in  existence  since  1913.  I  think  in 
general  the  Federal  Reserve  has  had  a 
stabilizing  effect  on  the  economy, 
especially  since  World  War  II.  Since 
then,  expansions  have  lasted  longer 
and  recessions  have  been  shorter  in 
general. 

But  an  increase  in  stability  does  not 
mean  and  has  not  meant  the  disap- 
pearance of  either  inflation  or  the 
business  cycle. 

The  way  a  market  economy  works  is 
that  there  are  market  pressures  that 
develop  for  different  commodities. 
The  pressures  work  in  one  direction 
for  a  while,  but  at  the  same  time 
pressures  are  building  that  work  in  the 
opposite  direction. 

As  people  look  forward  and  see 
there's  going  to  be  some  profit  made 
from  their  production,  they'll  make 
decisions  to  increase  volume,  usually 
hiring  more  people,  buying  more  ma- 
terials, often  bidding  up  their  prices. 
When  people  are  competing  in  the 
same  market,  that  tends  to  generate 
more  and  more  pressure  in  the  direc- 
tion of  expansion.  But  at  the  same 
time,  as  costs  and  possibly  interest 
rates  rise,  pressures  begin  to  operate 
in  the  other  direction,  against  profits. 

You  get  the  business  cycle. 

As  long  as  we  have  a  market 
economy,  the  business  cycle  will  be 
with  us.  OB 
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The  cable  TV  operators  need  to  get  into  the  telephone 
business,  but  most  lack  capital  and  clout  in  their  local 
markets.  The  conclusion  is  fairly  obvious. 

Partner  or  die 


By  Gary  Samuels 

The  Bell  operating  companies  are 
breathing  fire  down  the  necks  of  the 
country's  cable  television  operators. 
The  Bells  have  begun  winning  court 
decisions  letting  them  offer  video 
programming  in  their  own  regions.  If 
cable  companies  don't  start  upgrad- 
ing their  systems  to  carry  phone  calls, 
the  telephone  companies  will  spend 
tens  of  billions  of  dollars  to  eat 
their  lunch. 

The  cable  industry  is  in  a  pickle. 
The  Clinton  Administration's  new 
rules  on  cable  fees,  on  top  of  earlier 
rate  rollbacks,  are  cutting  the  indus- 
try's annual  cash  flow  by  billions  of 
dollars.  TCI  Communications,  Inc., 
the  country's  biggest  cable  operator, 
with  1 1  million  subscribers,  says  the 
cumulative  effect  of  regulations  could 
chop  its  operating  earnings  by  $300 


million  this  year  alone. 

There's  another  problem.  The 
country's  11,000  cable  systems  are 
owned  by  1,700  independent  opera- 
tors and  are  spread  out  all  over  the 
map.  This  makes  it  impossible  to 
achieve  the  scale  economies  necessary 
to  compete  effectively  against  the  Bell 
companies  with  their  local  market 
monopolies. 

For  an  idea  of  how  fragmented  the 
cable  business  is,  consider  huge  TCI. 
TCl's  biggest  operation  is  in  Chicago. 
There  it  has  maybe  500,000  subscrib- 
ers and  splits  the  8-million-popula- 
tion  metropolitan  area  with  1 1  other 
cable  system  operators. 

By  comparison,  nearly  all  Chicago- 
area  residents  buy  their  local  tele- 
phone service  from  Ameritech.  Once 
Ameritech  is  allowed  to  offer  video 


sendees — movies-on-demand,  say — 
it  can  promote  the  service  by  saturat- 
ing the  local  media  and  amortize  the 
advertising  expense  across  its  huge 
subscriber  base.  IfTCl  tried  saturation 
advertising  in  Chicago,  most  of  the 
people  who  saw  the  ads  wouldn't  even 
be  prospects  for  its  brand  of  phone 
service — they'd  be  connected  to 
someone  else's  cable  system. 

What  to  do?  One  obvious  solution 
is  for  all  cable  operators  in  a  region  to 
cooperate.  That  means  interconnect- 
ing their  networks,  and  marketing 
their  services  under  a  single  cable 
brand  name.  Some  cooperation  has 
already  begun.  For  example,  Teleport 
Communications  Group,  the  local 
telephone  bypasser  that  now  offers  its 
services  in  18  cities,  is  owned  by  TCI, 
Comcast,  Continental  Cablevision 
and  Cox. 

But  cooperation  has  its  limits.  The 
cable  industry  is  still  run  by  entrepre- 
neurs who  don't  always  trust  one 
another. 

The  handful  of  cable  companies 
that  can  afford  the  cost  will  give  the 
Bell  companies  a  spirited  fight.  At  a 
press  conference  in  New  York  City 
last  month  the  heads  of  the  country's 
biggest  cable  television  companies — 
among  them  TCl's  John  Malone  and 
Comcast  Corp.'s  Brian  Roberts — 
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Franklin  Valuemark 


Sometimes  the  Best 
Strategy  Is  To  Be  Flexible* 


As  your  life  changes  so  do  your 
investment  needs.  And  Franklin  Valuemark 
was  designed  with  that  in  mind.  A  flexible 
premium  variable  annuity,  Franklin 
Valuemark  combines  the  growth  potential 
of  mutual  funds  with  the  tax-deferred 
advantages  of  an  annuity.* 

But  that's  just  an  overview.  Franklin 
Valuemark  also  offers: 

♦  Tax-deferred  accumulation  of 
earnings 

♦  A  choice  of  20  diverse  portfolios^ 

♦  Fund  exchanges  with  no  tax 
liability  or  transfer  fee+++ 

Call  your  investment  representative  or 
Franklin  today  for  a  free  brochure. 


F  R  A  NJ  K  1 1  Nj 

!  

f Investment  results  are  not  guaranteed. 

ff Franklin  Valuemark  111  is  not  yet  available  for  sale  in  the  states  of  CA,  MA,  NJ,  VT  and  NY;  in  those  states  Franklin  Valuemark  11  is  available.  Franklin 
Valuemark  11  offers  1 8  diverse  portfolios  Jor  the  state  of  California. 

fffThe  minimum  transfer  amount  is  $1,000.  After  12  transfers  in  a  year  (not  including  automatic  dollar  cost  averaging  transfers),  the  fee  is  $25  or  2%  of  the 
amount  transferred,  whichever  is  less.  Frequent  and  market  timing  transfers  may  not  be  permitted.  See  the  Franklin  Valuemark  prospectus  for  other  limitations.  Use  of  the 
transfer  program  may  be  modified  or  discontinued  at  any  time. 

The  annuity  is  issued  by  Allianz  Life  Insurance  Company  of  North  America  or  by  its  wholly  owned  subsidiary,  Preferred  Life  Insurance  Company  of  New  York  The 
Valuemark  Funds  are  managed  by  Franklin  Advisers,  Inc.;  however,  two  of  the  funds  are  sub-advised  and  two  are  managed  by  its  Templeton  affiliates.  The  annuity  is  dis- 
tributed by  NALAC  Financial  Plans,  Inc. 


Call  1-800- 
342-FUND 
Ext.  ¥644 

Franklin  Valuemark 

777  Manners  Island  Boulevard 
San  Mateo,  CA  94404-1585 

^ej/ I  would  like  a  free  prospectus 
containing  more  complete  information  on  the 
Franklin  Valuemark  annuity,  including 
charges  and  expenses.  I  will  read  it  carefully 
before  I  invest  or  send  money. 

Q  I  am  currently  a  Franklin  shareholder. 

Name 

Address 

City/ State/Zip 

Daytime  Phone  


Cable  telephony 


i—  Here  are  the  ten 

largest  publicly 

Help  wanted  held  cable  televi- 


Company 

Headquarters 

Number  of 

Total 

Cable 

Cash 

Market 

Total 

sion  companies. 

subscribers 

revenue 

revenue 

flow 

value 

debt/ 

Even  they  won't 

fthniKanHO 

\  LI  IUU3CU  tKJj/ 

 ($million)  

equity 

be  able  to  realiz 

TCI  Communications 

Denver,  CO 

11,000 

$4,195 

NA 

$1,251 

$9,489 

4.3 

weir  leiepnone 

Time  Warner 

New  York,  NY 

6,792 

6,620 

V,20o 

i  cno 
l,fa(Ji 

13,872 

7.1 

dreams  by 

Comcast 

Philadelphia,  PA 

'2,852 

1,342 

NA 

811 

3,652 

NM 

themselves. 

Cablevision  Systems 

Woodbury,  NY 

2,122 

686 

NA 

195 

1,331 

NM 

Jones  Intercable  Investors 

Englewood,  CO 

1,561 

27 

27 

24 

77 

0.7 

Adelphia  Communications 

Coudersport,  PA 

1,322 

319 

319 

50 

192 

NM 

Viacom 

Dedham,  MA 

1,094 

2,413 

416 

3 

6,874 

2.1 

Falcon  Cable  Systems 

Los  Angeles,  CA 

1,083 

54 

54 

32 

54 

NM 

Century  Communications 

New  Canaan,  CT 

940 

368 

NA 

231 

783 

NM 

Scripps  Howard 

Cincinnati,  OH 

645 

399 

117 

226 

1,002 

0.0 

NA:  Not  available.  NM:  Not  meaningful;  total  debt  exceeds  stockholders'  equity. 

Sources:  Market  Guide  database  via  OneSource  Information  Services;  Cabletelevision  Advertising  Bureau,  Inc.;  company  reports. 


pledged  to  spend  around  $2  billion 
over  the  next  couple  of  years  to  buy 
equipment  that  would  enable  their 
networks  to  handle  telephone  calls  if 
Congress  so  allows.  This  $2  billion 
would  be  over  and  above  the  billions 
already  earmarked  to  upgrade  their 
systems. 

But  what  about  the  vast  majority  of 
cable  operators  that  don't  have  the 
wherewithal  to  upgrade  their  existing 
networks,  let  alone  try  to  get  critical 
mass  in  a  major  metropolitan  market? 
In  many  cases  the  only  answer  for 
these  operators  is  to  find  a  rich  partner 
or  sell  out. 

The  sellers  won't  lack  for  buyers. 
This  summer  alone  Comcast  agreed 
to  pay  $1.3  billion,  cash,  for  cable 
systems  that  will  give  it  strong  posi- 
tions in  Detroit,  New  Jersey  and  Flor- 
ida. TCI  agreed  to  pay  $1.6  billion  in 
stock  and  assumed  debt  for  TeleCable 
Corp.,  whose  740,000  subscribers 
will  bolster  TCl's  position  in  Dallas- 
Fort  Worth,  Wisconsin  and  south 
Florida.  TCI  will  also  probably  buy 
Viacom's  cable  systems,  with  1.1  mil- 
lion subscribers,  giving  it  more  clout 
in  California.  Meanwhile,  in  Tune, 
Cox  Cable  agreed  to  buy  Times  Mir- 
ror's cable  operations,  with  1.8  mil- 
lion subscribers,  to  sew  up  strong 
positions  in  southern  California  mar- 
kets like  San  Diego. 

Might  the  Bells  be  buyers?  They 
might.  Although  the  big  Bell  deals  to 
buy  cable  companies  —Bell  Atlantic/ 
TCI  and  Southwestern  Bell/Cox  Ca- 
ble— fell  apart  early  this  year,  the  Bells 


still  see  cable  as  a  quick  way  to  enter 
other  telephone  companies'  markets 
and  gain  expertise  for  use  in  compet- 
ing in  their  home  markets. 

In  July  U  S  West  agreed  to  pay 
$1.2  billion  in  stock,  cash  and  as- 
sumed debt  to  get  two  cable  systems, 
Wometco  and  Georgia  Cable  Televi- 
sion, with  466,000  subscribers  in  the 
Atlanta  metro  area,  where  BellSouth 
provides  phone  service.  Last  October 
BellSouth  agreed  to  fund  Prime  Man- 
agement's $450  million  upgrade  of  its 
203,000-subscriber  cable  system  in 
Las  Vegas,  which  is  Sprint  (formerly 
Centel)  territory.  In  exchange  for  fi- 
nancing, BellSouth  got  a  seven-year 
option  to  buy  the  whole  operation. 

The  long  distance  companies,  too, 
will  probably  make  offers  for  cable 
companies.  Long  distance  companies 
now  pay  about  $20  billion  a  year  to 
local  phone  companies  in  so-called 
local  access  charges.  The  long  dis- 
tance companies  would  like  to  grab  a 
piece  of  that  $20  billion,  and  could  do 
so  by  routing  their  service  over  local 
cable  operators'  wires. 

The  common  interests  between  ca- 
ble and  long  distance  companies  will 
grow  as  Congress  and  the  courts 
move  toward  allowing  the  local  Bell 
companies  into  the  long  distance 
business — if  not  this  year,  then  very 
likely  next.  "Once  the  [Bells]  have  a 
clear  path  into  long  distance  service, 
the  big  [long  distance  companies]  like 
AT&T  are  not  going  to  sit  there  and  let 
seven  strategic  competitors  stand  be- 
tween them  and  their  customers," 


says  Royce  Holland,  president  of  MFS 
Communications,  a  rapidly  growing 
local  telephone  bypass  company.  Why 
not?  "Because  ultimately  the  winner 
is  going  to  be  the  one  that  controls 
the  originating  traffic,  and  that's  the 
local  carrier." 

The  heavy  petting  between  long 
distance  and  cable  companies  has  be- 
gun. MCI,  which  in  January  an- 
nounced plans  to  spend  $2  billion  to 
lay  local  phone  lines  as  a  strategic  end- 
run  around  Bell  access  charges,  is 
testing  phone  service  over  coaxial  ca- 
ble with  Jones  Intercable.  MCI  says  it  is 
talking  to  lots  of  cable  companies 
about  joint  ventures. 

AT&T  is  getting  interested  in  cable, 
too.  Rival  equipment  suppliers  charge 
that  at&t's  Network  Systems  group 
has  been  offering  cheap  financing  to 
cable  operations  like  Time  Warner 
that  have  been  buying  AT&T's  tele- 
phone switching  and  transmission 
equipment.  (AT&T  declines  to  com- 
ment.) AT&T  has  also  been  involved  in 
several  market  tests  of  interactive  vid- 
eo services,  including  one  with  TCI. 
And  just  before  McCaw  Cellular 
agreed  to  sell  out  to  AT&T,  McCaw 
and  TCI  were  testing  the  ability  to 
connect  cellular  switching  sites  using 
cable  television  wires  in  Ashland,  Ore. 
John  Malone  was  on  McCaw's  board 
but  left  when  McCaw  began  talking 
to  AT&T. 

AT&T/McCaw  and  TCI — now 
wouldn't  thatbc  a  partnership  to  send 
tremors  through  the  Bells'  executive 
suites. 
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It  takes  12  miles  of  cotton  to 
make  a  Lands'  End  Hnpoint  Oxford 
And  that's  just  the  beginning. 


W'hen  you  put  on  a  Lands'  End 
Pinpoint,  you  notice  right 
away  how  silky  smooth  it  feels. 

That  comes  from  the  extremely 
tight  weave  of  our  Oxford  fabric  - 
a  weave  that  wouldn't  be  possible 
without  a  very  fine  cotton  yarn. 

Now,  we're  not  just  spinning  a 
yarn  when  we  tell  you  that  ours 
is  very  fine.  It's  what  shirtmakers 
call  an  80's  2-ply  yarn. 

And  actually,  it  takes  more 
than  12  miles  of  it  to  make  one 
of  our  Pinpoints  -12  miles,  946 
feet,  to  be  exact. 

Some  off-the-cuff 
remarks. 

These  beauties  are  made  with 
the  kind  of  Old  World  tailoring 
you  don't  find  much  anymore, 
even  in  the  Old  World. 

Each  one  takes  69  different 
sewing  steps,  for  example. 

The  shoulders  have  an  authen- 
tic, English-style  split  back 
yoke.  Which  simply  means  the 
yoke  -  the  part  that  goes  over  the 
shoulders  -  is  cut  in  four,  then 
sewn  back  together.  This  allows 


it  to  g-i-v-e  a  little  when  you  move. 

You  can  also  pat  us  on  the 
back  for  the  full  box  pleat  on  the 
back.  It  opens  up  when  you  reach 
across  a  table. 
So  the  shirt  feels 


roomier. 

The  yoke  is  split  -       We're  even 

and  that's  no  yoke,     fussy  about  Our 

buttons.  They're  classified  as 
"super  durable"  in  the  trade.  (Only 
62  buttons  in  the  whole  world  are.) 
And  our  buttonholes  are  just  as 
durable;  each  is  edged  with  120 
lock  stitches,  so  it  won't  fray. 

The  price  sews  it  up  - 

Maybe  you  can  find  Pinpoints 
with  quality  like  ours  at  those 
snooty  men's  stores.  But  we 
doubt  you'll  find  anything  like 
our  prices. 

Or  anything  like  our  assortment 
Solids,  stripes,  tattersalls.  French 
cuffs  and  plain  cuffs.  Buttondowns, 
tab  collars,  straight  collars.  And 
more  sizes  than  you  can  shake  a 
yardstick  at 

See  for  yourself.  Call  and  ask  a 


friendly  Lands'  End  operator  for 
our  catalog,  which  has  lots  of 
other  fine  clothes  too  -  for  you 
and  the  rest  of  the  family. 

You'll  find  it's  a  lot  nicer  doing 
business  with  us,  anyway.  We  ship 
in  just  two  days,  almost  everywhere. 
And  everything  comes  with  our 
full,  unconditional  guarantee. 

Even  that's  tailored  a  little  nicer. 


-^Guarantee0:  


For  our  free  catalog,  call  5^ 
1-800-356-4444  (in  Canada,  too). 
Or  send  in  this  coupon. 
□  Lands'  End  catalog    □  Men's  catalog 

Name  


Address . 


.  Apt.- 


City_ 


State. 


Zip . 


Phone_L 


) 


Day/  Night 
{circle  one) 


Mail  to:  1  Lands'  End  Lane,  Dodgeville,  WI  53595 


Still  chiefly  a  money  changer,  Travelex  is  a  future  name 
to  be  reckoned  with  in  the  travel  business. 

Gutting  them 
off  on  the  M2 


By  Richard  C.  Morais 

In  just  EIGHT  YEARS  London-based 
Travellers  Exchange  Corp.  Pic.  has 
come  from  nowhere  to  become  the 
world's  largest  operator  of  passenger 
terminal  retail  bureaux  de  change. 
Under  the  name  Travelex  it  operates 
1 60  concessions  in  prime  airports  and 
ports  from  Sydney  to  Frankfurt.  As 
anyone  who  has  had  to  change  cur- 
rencies in  these  places  well  knows,  die 
fees  are  exorbitantly  high.  Yet  it  is  a 
tough  business,  labor  intensive,  in- 
volving high  rentals  for  terminal  space 
and  tying  up  capital. 

"There  are  two  problems  with  sell- 
ing currency,'1  says  Lloyd  Dorfman, 
Travelex's  42-year-old  chairman, 
founder  and  majority  owner.  "It  is 
not  feasible  to  stock  eveiy 
single  denomination  of 
coin  for  every  possible  cur- 
rency you  are  likely  to  sell. 
And  customers  invariably 
ask  for  the  transaction  the 
wrong  way  around.  They 
don't  ask  for  1,000  French 
francs.  They  say  'Here  is 
300  pounds  or  dollars.  I 
want  French  francs.'  ' 

That  meant  time-con- 
suming, labor-intensive 
transactions  involving  lots 
of  coins.  Dorfman  turned 
to  computers  for  help.  His 
programmers  wrote  soft- 
ware that  automatically 
brought  the  transaction  to 
the  nearest  round  figure. 
The  result:  a  massive  boost 
in  productivity  made  by  re- 
ducing both  inventory  and 
transaction  time. 

Travelex  invaded  the 
U.S.  market  last  December 
when  Mutual  of  Omaha 
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picked  Travelex  to  run  its  66  existing 
outlets,  making  Travelex  the  largest 
in-airport  currency  exchange  and 
travel  insurance  operator  in  the  U.S. 
"A  lot  of  foreign  currency  operators 
just  set  up  shop,"  says  Holly  Rich- 
mond, the  Mutual  of  Omaha  vice 
president  overseeing  the  joint  ven- 
ture. "Travelex  is  the  best  in  the 
business." 

In  1976  a  24-year-old  Dorfman 
quit  his  apprenticeship  in  the  City  and 
opened  his  first  bureau  dc  change  new 
the  British  Museum  w  ith  $40^000  in 
capital  provided  by  a  silent  partner. 
Three  years  later  he  opened  a  booth  at 
a  gas  stop  on  the  M2  highway  be- 
tween London  and  the  Dover  ports 


urrency 


Travelex  founder  and  Chairman  Lloyd  Dorfman 
Innovations  and  worldwide  expansion. 


with  their  ferries  for  France  and  the 
Continent.  Yet  another  example  of 
Dorfman's  shrewd  marketing  sense: 
Nervous  travelers  often  wanted  to 
buy  foreign  currency  before  reaching  j 
the  ports  lest  they  miss  a  fern'  w  hile- 
waiting  at  the  windows  or  embark! 
franc-  or  DM-less.  Outfits  like  Thomas  j 
Cook  might  have  locked  up  the  stra- 
tegic port  locations,  but  Dorfman  got 
many  of  the  customers  first. 

His  timing  was  perfect.  In  1979 
Margaret  Thatcher  abolished  foreign 
currency  controls,  enabling  footloose 
Brits  to  travel  more  freely  and  lavishly 
abroad.  Then  fern'  operators  started  a 
price  war,  and  Brits  headed  en  masse 
down  the  M2  to  the  Continent.  Dorf- 
man moved  into  the  ports,  and  then 
onto  the  ferries  themselves. 

In  1986  Dorfman  got  his  first  air- 
port break,  winning  the  contract  at 
Heathrow's  new  Terminal  Four.  By 
then  Dorfman  had  shed  his  silent 
partner  but  picked  up  the  prestigious 
Hambros  Bank  as  a  backer.  Hambros 
put  up  $950,000  and  now  owns  38% 
of  the  company.  Dorfman  owns  most 
of  the  rest. 

Other  bureaux  de  change  are  now 
trying  to  keep  up  with  Dorfman's 
innovations  and  worldwide  expan- 
sion. He  introduced  mobile  units  at 
Heathrow,  foreign  exchange  vans 
that  raced  from  gate  to  gate 
as  jumbo  jets  from  all  over 

3 ,  the  world  unloaded.  He 
|  was  the  first  in  Britain  to 
take  all  major  credit  cards; 
first  to  bring  out  automatic 
foreign  exchange  ma- 
chines. And  for  the  busi- 
nessman who  comes  home 
loaded  down  with  foreign 
coins:  automatic  coin- 
changing  machines  capable 
of  handling  four  different 
currencies. 

"Travelex's  computer 
system  was  the  best  of  all  we 
looked  at,"  says  Mutual  of 
Omaha's  Holly  Richmond, 
explaining  why  her  compa- 
ny did  its  deal  with  Dorf- 
man's outfit. 

At  the  low  end  Travelex 
picks  up  tourists  through  a 
joint  marketing  scheme 
with  McDonald's.  Order  a 
burger,  get  a  deal  changing 
money  at  Travelex.  But 
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This  is  a  line. 

To  some,  it  is  seen  as  a  constraint.  A  limitation.  A  barrier. 


To  others,  it  is  a  point  where  the  past  is  abandoned  in  favor  of  the  fut 


ure. 


fhe  new  Toyota  Supra.  It's  taken  everything  sports  cars  were  before 


and  crossed  the  line. 


Wind  in  the  face.  Steering  with 
e  throttle.  Shift  levers  that  had 
be  persuaded  into 
rst.  More  power 
an  brakes.  Heaters  that  only 
jrked  when  the  sun  shined. 

Sports  Cars.  For  decades  drivers 
inkled  their  suits  and  burned  their 
oes  to  experience  the  irony  of  how 
many  shortcomings  added  up  to 
much  driving  pleasure.  But  now 
ere's  a  new  kind  of  sports  car 
dicated  to  the  proposition  that 


performance  and  civilized  driving  do 
not  have  to  be  mutually  exclusive. 

The  revolutionary 
new  Toyota  Supra. 
The  cornerstone  of  Supra's  per- 
formance is  a  world-class  power-to- 
weight  ratio.  Its  3.0-liter,  24-valve 
inIine-6  with  twin-sequential 
turbochargers  delivers  320  horsepower 
(220  horsepower  in  the  normally 
aspirated  model).  And,  mated  to  a  6- 
speed  transmission,  propels  the  Turbo 
from  zero  to  sixty  in  4.6  seconds.* 


Double  wishbone  suspension,  4- 
wheel/4-channel  Anti-lock  Brake 
System  (ABS)  with  ventilated  discs 
and  dual  air  bags**  help  make  Supra 
as  reassuring  to  drive  as  it  is  fast. 

Ultimately,  though,  the  real  mean- 
ing of  a  sports  car  is  found  in  the  driving. 
And  that's  why  crossing  the  line 
wasn't  just  an  end.  It  was  a  beginning. 
Call  1-800-GO-TOYOTA  for  a  brochure 
and  location  of  your  nearest  dealer. 

®  TOYOTA  Supra 

"J  love  what  you  do  for  me" 


•93  Toyota  Motor  Sales,  U.S.A.,  Inc  Buckle  Up!  Do  it  lor  those  who  love  you.  'Car  and  Driver,  March  IW3  ••Always  use  your  seatbelt.  Driver-  and  passenger-side  air  bags  are  a  Supplemental  Restraint  System  (SRS) 


The  Water  Tower  at  your  feet. 


Midwestern  warmth.  Big  city  style. 


With  a  focus  on  business. 


Call  1-800-233-1234  or  your  travel  planner. 


Step  in 

from  the  heart  of  the  city. 

Arise  restored. 

Revival  on 
your  terms. 


PARK 


CHICAGO 


Small.  Select.  Inspired. 


Hyatl  Hotels  jnd  Resorts  are  managed  or  operated  by  tv.o  separate  groups  ot  companies-Hyatt  Corp  and  Hyatt  International  Corp,  ©  1991  Hyatt  Corp. 


Save  UpTo 
70%0n 
Life  Insurance. 


SHOP  AND  COMPARE 

Super  Select  Monthly  Premiums: 
Years  1-10  Male  Preferred  Non-Smoker 


Aqe 
35 
45 
55 


00.000  $250,000 
$  22.96 
$  41.12 
$  88.37 


$  13.12 
$  20.38 
$  39.28 


$500.000 
$  39.37 
$  75.68 
$170.18 


If  you're  65  or  under,  in  good  health 
and  a  non-smoker  you  may  qualify 
for  our  10  year  Super  Select  Term 
Life  Insurance.  We  offer  a  guaran- 
teed level  premium  for  ten  years,  a 
free  no  hassle,  no-obligation  quote 
and  the  security  of  a  company  rated 
"excellent"  for  financial  strength. 
Call  us  today  and  see  how  you  may 
save  up  to 
70%  on  your 
life  insurance. 


Z) ZURICH  DIRECT 
800-370-0549 


Zurich  Direct  Insurance  Agency.  Super  Select  Term  policies  are  issued 
by  Zurich  Life  Insurance  Company  of  America.  Schaumburg.  Illinois. 
Ratings:  A  M  Best  A.  Standard  &  Poor's  AA-,  Moody's  Aa3.  Available  in 
most  states.  Policy  Form  #  L3  10458-A.  70%  savings  based  on  compar- 
ison to  leading  life  insurance  companies.  L6-107O7-A  0  2  6  2 


HOW  FAR 
YOU  GO 
DEPENDS  ON 
WHERE 

You  Get  your 


1^800'854'CLUB 


BOYS  &  GIRLS  CLUBS 

OF  AMERICA 


The  Positive  Place  For  Kids. 


Travelex 

business  travelers  are  most  aware  of 
Travelex.  Such  customers  earn  things 
like  frequent  flyer  mileage  on  British 
Airways  or  discounts  on  duty  free 
goods  if  they  change  money  with 
Travelex.  Since  such  travelers  resent 
the  fat  fees  money  changers  extract 
from  customers,  Dorfman  woos  them 
by  guaranteeing  to  buy  back  up  to 
30%  of  currency  exchanged  at  Trave- 
lex over  £300,  at  the  same  exchange 
rate  and  at  no  commission. 

"We're  using  our  promotions  to 
differentiate  ourselves  from,  say, 
Thomas  Cook,11  says  David  Steele, 


Three  years  later  he 
opened  a  booth  at  a  gas  stop 
on  the  M2  highway  between 
London  and  the  Dover 
ports  with  their  ferries  for 
France  and  the  Continent. 
His  timing  was  perfect. 


general  manager  for  marketing.  "Our 
dollars  are  like  their  dollars;  our  lire 
like  their  lire.  We  have  to  create  some 
reason  the  consumer  wants  to  buy 
from  us  rather  than  them.11 

What's  next?  Dorfman  is  now  lever- 
aging his  high-profile  terminal  net- 
work— through  which  some  450  mil- 
lion passengers  pass  annually — into 
commercial  travel  services.  Many  U.S. 
companies  doing  business  in  Europe 
don't  claim  millions  of  dollars  in  val- 
ue-added tax  they  pay  and  are  entitled 
to  get  back.  For  a  fee,  a  new  Travelex 
subsidiary  will  reclaim  the  VAT  for 
corporate  customers.  Travelex  is  also 
hoping  to  cost-effectively  process  mil- 
lions of  foreign  currency  checks  that 
are  major  headaches  for  U.S.  busi- 
nesses. "The  commercial  operations 
are  the  next  stage  of  growth,"  says 
Dorfman. 

Last  year  Travelex  exchanged 
around  $900  million  worth  of  money, 
earning  revenues  of  $15  million  and 
aftertax  profits  of  $1 .5  million.  So  far, 
Dorfrhan's  chunk  of  the  travel -related 
financial  service  business  is  no  more 
than  a  pinprick  for  mighty  Thomas 
Cook  and  American  Express.  But, 
look  out  fellows!  With  his  prime  loca- 
tions, sophisticated  computer  systems 
and  smart  marketing,  Lloyd  Dorfman 
won't  long  be  content  with  just  being 
a  money  changer.  HH 
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Willis  Corroon. 

We  Don't 
Build  Anything. 
Except  The  Future. 


We  don't  build  the  bridges  or  highways  that  keep  commerce  moving. 
We  don't  build  the  high  rises  that  provide  homes  or  the  office  buildings  that  give 
us  places  to  work.   Rut  without  the  surety  bonds  and  construction  insurance 
we  provide,  none  of  these  would  come  out  of  the  ground.   It's  too  risky. 
Willis  Corroon  manages  the  risk  and  makes  the  building  possible.   So  while  you'll 
only  see  a  handful  of  buildings  with  our  name  on  them, 
our  name  stands  behind  many  others. 

WILLIS  CORROON  ^ 

A   world  leader  in  risk  management  and  insurance  broking. 


"Mosam"  has  some 
great  stories  about  the 
Chesapeake  Bay. 


If  you  want  to  know  how  to  build  a 
Deadrise  workboat,  or  how  the  crabs  are  running, 
or  even  about  the  muskrat  population  40  years 
ago,  all  you  have  to  do  is  spend  a  few  minutes 
with  Elmer  "Mosam"  Ford. 

"Mosam"  knows  all  the  stories.  And  if 
he  embellishes  them  a  little,  well,  that  makes 
them  all  the  better. 

The  U.S.  Environmental  Protection 
Agency  also  has  some  things  to  say  about  the 
Bay.  And  while  these  stories  are  more  serious 
than  "Mosam  s,"  they  need  to  be  told,  too. 

The  stories  use  computer  models  and 
simulations  to  predict  the  effects  of  human 
interaction  with  the  Bay.  They  help  EPA  decision- 
makers determine  how  to  protect  this  national 
treasure  from  chemical  and  toxic  pollutants. 
The  same  techniques  are  also  being  applied  to 
safeguard  other  precious  national  resources. 

It  takes  a  lot  of  teamwork  to  keep  the 
environment  clean.  Martin  Marietta  is  proud  to 
help  by  processing  vital  information  for  the 
EPA  using  the  most  sophisticated  computing 
resources  available.  Together,  we  all  can  help 
keep  America  beautiful. 

And  that's  a  story  "Mosam"  loves  to  tell. 


6801  ROCKLEDCE  DRIVE,  BETHESE)A.  MARYLAND  20817 


For  more  than  a  century  and  a  half,  Patek  Philippe  has  been  known  as 
the  finest  watch  in  the  world.  The  reason  is  very  simple.  It  is  made 
differently.  It  is  made  using  skills  and  techniques  that  others  have  lost 
or  forgotten.  It  is  made  with  attention  to  detail  very  few  people  would 
notice.  It  is  made,  we  have  to  admit,  with  a  total  disregard  for  time.  If 

a  particular  Patek  Philippe 
movement  requires  four 
years  of  continuous  work  to 
bring  to  absolute  perfection, 
we  will  take  four  years.  The 
result  will  be  a  watch  that 
is  unlike  any  other.  A  watch 
that  conveys  quality  from 
first  glance  and  first  touch. 
A  watch  with  a  distinction: 
generation  after  generation 
it  has  been  worn,  loved  and 
collected  by  those  who  are 
very  difficult  to  please; 
those  who  will  only  accept 
the  best.  For  the  day  that 
you  take  delivery  of  your 
Patek  Philippe,  you  will  have 
acquired  the  best.  A  watch  that 
tells  you  something  about 
yourself,  quietly  reflecting 
your  own  values.  A  watch 
that  was  made  to  be  treasured. 


PATEK  PHILIPPE 

GENEVE 


I  or  an  elegant  Patek  Philippe  collector's  book,  send  $15  or  for  current  brochures,  please  write: 
Patek  Philippe,  One  Rockefeller  Plaza.  Suiu-  (>:{()  (F),  New  \<>rk.  M  10020. 


MONEY  a  INVESTMENTS 


We  are  now  in  the  midst  of 
a  global  bear  market  in 
bonds  and  in  the  dollar. 

The  battered 
greenback 


BY  ANDREW  J.  KRIEGER 


Andrew  J.  Krieger  is  managing  director 

of  KB  Currency  Advisors,  Inc., 

a  foreign  currency  investment  management 

and  hedging/overlay  firm 

based  in  Fort  Lee,  N.J. 

He  is  author  of  The  Money  Bazaar. 


In  the  July  18,  1994  issue  of 
Forbes  I  predicted  that  the  structur- 
al overhang  of  dollars  in  the  global 
financial  system  would  probably  pro- 
pel the  dollar  to  much  lower  levels  as 
the  liquidity  crisis  worsened  and 
investor  confidence  in  dollar- based 
assets  waned. 

Sure  enough,  the  dollar  plunged 
and  U.S.  stocks  and  bonds  went 
lower  in  tandem.  The  power  of  the 
selloff  frightened  the  authorities,  but 
aside  from  furtive  intervention  activ- 
ities, there  was  very  little  that  they 
could  do. 

Since  then  a  technical  rally  in  the 
dollar  triggered  by  extremely  over- 
sold conditions  provided  some  re- 
lief, but  pressure  appears  to  be 
mounting  for  another  attack  on  dol- 
lar assets. 

A  remarkable  degree  of  compla- 
cency has  returned  to  the  markets, 
with  many  players  betting  on  the 
recent  calm  in  the  bond  markets  to 
generate  a  strong  dollar  rally.  It's 
not  going  to  happen.  The  structural 
problems   in   the   financial  system 


persist  and  in  certain  ways  the  situa- 
tion now  is  more  ominous  than 
before. 

Inflationary  pressures  are  taking 
hold  and  look  set  to  begin  accelerat- 
ing. Rapid  job  growth  has  pushed  the 
economy  to  nearly  full  employment 
and  wage  pressures  are  likely  to  rise. 
There  are  capacity  constraints  in  the 
economy  that  could  easily  yield  rising 
price  pressures,  as  domestic  demand 
is  not  being  fully  satisfied. 

Yes,  inflation  has  been  subdued 
during  this  recover)'  to  date,  but 
inflationary  pressures  have  a  way  of 
manifesting  quickly.  The  strong  un- 
derlying demand  in  the  economy 
may  ultimately  get  choked  down  by 
sharply  higher  interest  rates.  Alter- 
nately, the  rising  demand  will  be 
filled  by  imports,  thereby  worsening 
the  current  account  deficit. 

Alan  Greenspan  hardly  needs  any 
further  challenges,  but  he's  likely  to 
face  them  as  capital  outflows  from 
wan'  investors  destabilize  the  dollar 
and  dollar  assets.  The  recent  failure 
of  the  latest  U.S. /Japanese  trade 
negotiations  adds  to  Greenspan's 
woes.  The  imposition  of  trade  sanc- 
tions is  a  growing  possibility;  it 
would  dangerously  raise  the  stakes  in 
the  high-risk  poker  game  that  the 
Clinton  Administration  is  playing 
with  the  world's  largest  provider  of 
capital. 

If  U.S.  protectionist  actions  were 
to  be  implemented,  the  effects  on 
the  U.S.  economy  would  be  infla- 
tionary. There  would  also  be  a  fur- 
ther reduction  in  the  flow  of  capital 
into  this,  the  world's  most  debt- 
ridden  economy,  at  precisely  the 
worst  time,  as  trade  frictions  and 
controls  almost  always  engender 
capital  restrictions. 


If  all  this  were  not  scary  enough, 
this  year's  pronounced  weakness  in 
global  bond  markets  has  forced  a 
significant  change  in  attitude  among 
many  international  investors.  They 
have  shifted  their  focus  from  greed  to 
fear,  and  now  favor  security  and  li- 
quidity over  yield.  This  by  itself  spells 
higher  interest  rates.  Combined  with 
the  strength  of  the  solid  worldwide 
economic  recovery,  it  spells  bad  news 
for  bond  prices. 

U.S.  investors,  who  were  huge  in- 
vestors on  a  global  basis  last  year,  will 
continue  their  foreign  diversification, 
albeit  at  a  slower  pace,  but  more 
important,  Japanese  investors  will 
continue  to  resist  playing  their  for- 
mer role  of  global  banker.  Having 
lost  heavily  because  of  the  deprecia- 
tion of  the  dollar,  they  will  hence- 
forth require  a  far  greater  risk  premi- 
um as  the  price  of  recycling  their 
massive  current  account  surplus  into 
foreign  investments. 

The  clear  conclusion  is  that  even  if 
the  inflationary  pressures  in  the  U.S. 
economy  do  not  accelerate,  we  are  in 
the  early  stages  of  a  major  bear  mar- 
ket in  bonds  and  the  dollar  is  still 
headed  lower.  The  Fed,  seemingly 
politicized,  is  unlikely  to  take  strong 
enough  measures  to  change  the  situ- 
ation. Nor  does  the  Clinton  Admin- 
istration seem  likely  to  let  up  on  its 
dangerous  meddling  in  trade. 

So  it  looks  bad  for  the  greenback. 
As  a  hedge  I  suggest  the  following: 
Buy  one  or  more  of  the  following 
currency  options  on  the  IMM:  a  De- 
cember 69  deutsche  mark  call  for  30 
ticks — $375  per  contract;  a  Decem- 
ber 81  Swiss  franc  call  for  58  ticks— 
$725  per  contract;  a  December  105 
yen  call  for  90  ticks— $1,125  per 
contract.  *a 
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The  sprawling  Veterans  Administration  is  gradually 
running  short  of  customers,  but  don't  think 
that  will  shrink  the  VA  budget.  • 

Hospitals 
without  patients 


By  Jerry  Flint 

If  WE'RE  lucky  and  don't  get  into 
another  big  war,  the  Veterans  Admin- 
istration is  going  to  run  short  of  pa- 
tients. What  does  that  do  to  the 
sprawling  VA  system? 

The  va  runs  the  biggest  health  care 
system  in  the  U.S.:  171  hospitals,  128 
nursing  homes,  37  domiciliaries 
(places  for  substance-abuse  treatment 
and  postoperative  care).  Its  annual 
budget  is  $16  billion,  and  it  has 
268,000  employees  and 
2.8  million  patients  per 
year.  In  addition  to  taking 
care  of  veterans,  the  VA 
helps  train  a  high  percent- 
age of  the  nation's  medical 
personnel,  conducts  re- 
search and  is  a  backup  sys- 
tem for  hurricanes,  earth- 
quakes, other  natural  disas- 
ters and  wartime  crises. 

World  War  II  ended  a 
half-century  ago.  The  Ko- 
rean fighting  ended  41 
years  ago.  The  Vietnam 
War  ended  19  years  ago. 
There's  no  draft.  There  are 
27  million  veterans  now, 
but  in  six  years  there  will  be 
24  million.  In  16  years  that 
will  be  down  to  20  mil- 
lion— with,  one  hopes,  few 
new  entrants. 

Even  today  only  10%  of 
the  veterans  use  VA  health 
care  in  any  given  year;  the 
other  90%  depend  pretty 
much  on  private  health  in- 
surance plans  and/or 
Medicare  and  get  treat- 
ment in  other  hospitals. 
Anything  close  to  a  univer- 
sal health  insurance  cover- 


age plan  c<  )iild  drain  off  30%  to  50%  of 
the  va's  remaining  patient  load. 

What  to  do  with  the  VA? 

Congress  could  close  it  down  and 
contract  its  services  to  private  provid- 
ers. On  practical  political  grounds, 
however,  it's  a  nonstarter. 

There's  a  pork  component  to  the 
va's  budget  and  payroll.  A  VA  hospital 
with  a  couple  hundred  or  a  couple 
thousand  jobs  can  be  the  biggest  em- 


ployer in  town.  This  kind  of  pork  is  an 
easy  sell  to  the  voters.  "Everybody  is 
for  the  veterans,"  says  Edward  Der- 
winski,  head  of  the  VA  from  1989-92. 
"There  is  no  opposition  to  the  VA 
lobby." 

So  it's  easier  to  close  a  military  base 
than  a  VA  hospital,  even  if  the  hospital 
is  three-quarters  empty  and  70  miles 
from  the  nearest  McDonald's.  Be- 
tween 1978  and  1993  the  VA  put  away 
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16%  of  its  beds,  going  from  90,000  to 
76,000,  but  could  close  only  one 
hospital,  and  that  was  one  that  was 
damaged  in  January's  Los  Angeles- 
area  earthquake.  Otherwise,  Con- 
gress hasn't  allowed  a  VA  hospital 
closing  since  Lyndon  Johnson's  day. 

Then  there  is  what  might  be  called 
the  public  payroll  syndrome.  "I  had 
six  or  seven  $100,000-a-year  people 
on  my  staff","  recalls  a  former  high- 
ranking  VA  official,  now  an  executive 
in  private  business. 

"At  5  p.m.,  I'd  try  to  get  together 
with  my  managers  to  work  out  the 
day's  problems.  But  from  4:30  on  I 
can't  find  anybody.  They  put  in  their 
37.5  hours  a  week.  You  tell  them  to  be 
there  at  5  p.m.  and  somebody  says, 
'What  really  works  for  me  is  7:30 
through  3  p.m.'  " 

Here's  how  Douglas  Nelms,  51,  a 
helicopter  pilot  wounded  during  the 
Vietnam  War,  remembers  his  run-in 
with  the  bureaucracy  at  the  Washing- 
ton, D.C.  VA  hospital:  "Once  I 
stopped  in  just  to  get  my  address 
changed.  The  clerk  was  on  the  phone 


RIGHT: 


.»!  Dr.  Dorothy  Snow 
*%  of  the  Baltimore  VA 
"The  motto  here 
is  'more  service.' " 
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VA  head 

Jesse  Brown  with 
Chicago  veteran 
"We  are  moving 
into  a  competitive 
market." 


talking  about  lunch.  I  told  her  I  just 
wanted  my  address  changed.  She  or- 
dered: 'Sit  down  there!'  and  left  the 
room.  Twenty  minutes  later  I  realized 
she  had  just  left  and  gone  to  lunch." 

"It  is  practically  impossible  to  fire 
anybody,"  says  a  former  VA  doctor  in 
the  Midwest.  "We  had  a  secretary 


the  VA. 

The  va  wants  Congress  to  expand 
the  eligibility  rules  in  order  to  win  the 
business  of  some  of  the  90%  better-off 
U.S.  veterans  who  currently  get  their 
health  care  outside  the  VA  system. 
"We  want  to  open  the  system  up  to  all 
veterans,"    says  VA    head  Brown. 


who  was  crazy,  psychotic.  It  took  us  a 
year,  and  then  we  just  got  her  trans- 
ferred. She  was  still  in  the  department 
of  medicine,  but  on  another  floor." 

What,  then,  to  do  with  all  this 
unneeded  capacity?  Says  va  head  Jesse 
Brown:  "We  are  moving  into  a  com- 
petitive market."  He  means  he  wants 
to  turn  the  VA  into  a  kind  of  giant  HMO 
open  to  any  U.S.  military  veteran.  The 
White  House  supports  this  policy. 
Clinton's  health  care  plan  proposes 
giving  the  VA  an  extra  $3.5  billion 
over  three  years  to  upgrade  the  system 
so  it  could  compete  for  patients. 

Where  would  the  new  business 
come  from?  As  things  now  stand  the 
VA  doesn't  accept  all  veterans:  About 
half  the  va's  patients  have  service - 
connected  disabilities;  ex-rows  are 
also  eligible.  The  other  half  now  are 
former  servicemen  grown  old  and 
poor.  Anv  veteran  earning  less  than 
roughly  $18,000  a  year  ($12,000  a 
year  for  outpatient  care)  is  entitled  to 
free  VA  treatment  even  if  his  ailment  is 
in  no  way  service-connected.  They 
may  be  drunks,  or  have  drug  prob- 
lems, maybe  homeless.  But  as  veter- 
ans they  are  eligible  for  treatment  at 


"Many  will  bring  their  dollars  with 
them.  We  can  use  those  dollars." 
Vets'  families,  too,  would  be  eligible 
for  care,  contracted  out  to  other  pro- 
viders. "When  we  talk  about  access," 
Brown  adds,  "we  mean  getting  in  and 
treated,  getting  rid  of  all  the  eligibility 
rules." 

Brown  and  other  senior  VA  officials 
understand  that  if  they  hope  to  com- 
pete for  more  affluent  vets,  the  VA 
must  change  the  way  it  operates.  Up 
to  a  point,  change  is  already  under 
way.  A  few  years  ago,  for  example,  VA 
hospitals  were  underperforming, 
compared  with  other  hospitals  rated 
by  the  Joint  Commission  on  Accredi- 
tation, the  country's  leading  hospital 
accreditation  group. 

But  in  the  latest  report  the  48  VA 
hospitals  examined  scored  higher  as  a 
group  than  did  the  non-VA  hospitals. 
This  is  the  third  year  in  a  row  that  the 
VA  hospitals  have  come  out  better  on 
average,  says  Dr.  Paul  Schyve,  senior 
vice  president  of  the  Joint  Commis- 
sion on  Accreditation. 

The  VA  also  has  some  useful  special- 
ties. Its  facilities  have  a  high  reputa- 
tion for  dealing  with  spinal  co!~d  inju- 
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VA  hospitals 


ries,  artificial  limbs  and  posttraumatic 
stress  disorder — people  who  wake  up 
screaming  or  experience  flashbacks  as 
a  result  of  some  shattering  experience. 

But  will  patients  who  have  choices 
ever  choose  the  va?  Its  hospitals  have, 
to  put  it  mildly,  a  perception  problem. 
In  his  1976  bestseller,  Born  on  the 
Fourth  of  July,  Ron  Kovic,  a  Vietnam 
vet  paralyzed  from  the  chest  down, 
wrote  of  the  VA  hospital  in  the  Bronx, 
N.Y.:  "I  lie  and  stare  at  the  walls  of  the 
small  green  box  they  have  put  me  in. 
The  walls  are  almost  as  dirty  as  the 
floor  and  I  cannot  see  out  of  the 
window.  ...  I  push  the  call  button 
again  and  again.  No  one  comes.  ...  I 
have  been  screaming  almost  an  hour 
when  one  of  the  aides  walks  by.  'I'm  a 
Vietnam  veteran,'  I  tell  him.  'I  fought 
in  Vietnam  and  I've  got  a  right  to  be 
treated  decently.' 

"  'Vietnam,'  the  aide  says  loudly. 
'Vietnam  don't  mean  nothin'  to  me 
or  these  other  people.  You  can  take 
your  Vietnam  and  shove  it  up  vour 
ass.'  " 

Ron  Kovic's  dismal  building  is 
gone,  but  what  has  replaced  it  is  not 


Dr.  Zeev  Neuwirth  of  the  Bronx  VA 

"The  VA  system  needed  an  overhaul." 


exactly  a  luxury  hotel.  It's  a  a  big  gray 
building  with  airport-like  security, 
two  cops  at  the  entrance  and  a  metal 
detector  to  walk  through.  (A  cop  was 
killed  a  few  years  ago  in  the  lobby.) 
But  medically  it  has  a  lot  to  recom- 
mend it. 

There  are  500  beds  in  the  Bronx  VA, 
as  well  as  a  120-person  nursing  home, 
and  it  handles  over  240,000  outpa- 
tients a  year.  Paralyzed  vets  are  a 
specialty;  a  Nobel  Prize  for  research 
was  won  in  1977  for  work  done  at  the 
Bronx  VA. 

Dr.  Zeev  Neuwirth,  as  enthusiastic 
a  doctor  as  you  can  find,  runs  the 
Bronx  va's  primary-care  practice. 
"The  VA  system  really  needed  an  over- 
haul," says  Neuwirth.  "Now  we  are 
setting  it  up  almost  like  a  private 
practice.  Every  patient  will  have  his 
own  doctor — not  a  resident,  not  an 
intern,  a  doctor.  We've  created  teams: 
a  doctor,  a  nurse,  a  clerk,  a  social 
worker,  a  psychiatrist  and  a  nutrition- 
ist. Now  if  I  see  a  patient  with  an 
abnormal  EKG,  I'll  call  our  EKG  expert 
and  if  he's  got  a  minute  he'll  come 
down  and  take  a  look.  Instead  of 
taking  a  week,  it  gets 
done  in  minutes. 

"What  we're  doing 
now  has  never  been 
seen  in  the  VA  before. 
It's  progressive,  its 
innovative." 

Douglas  Nelms, 
the  helicopter  pilot  in 
Vietnam,  took  a  bul- 
let in  his  arm.  Twenty 
years  later  he  felt  his 
arm  becoming  numb 
and  went  to  the  VA" 
hospital. 

"Once  I  got  to  see 
the  doctor,"  says 
Nelms,  who  now 
writes  for  Air  Trans- 
port World  magazine 
in  Washington,  D.C., 
"he  gave  me  the  pre- 
scription [for  physical 
therapy],  I  went 
down  to  the  physical 
therapist's  office,  she 
gave  me  the  appoint- 
ments, and  from 
there  on  it  was  gravy. 
I  went  in,  six  sessions, 
45  minutes,  cured  the 
problem  right  up." 


Note  however  that  Nelms  says 
"once  I  got  to  see  the  doctor."  Nelms 
tells  the  story  about  an  old  ankle 
injury'  acting  up:  "My  personal  doctor 
told  me  it  probably  had  been  broken 
and  calcium  deposits  had  formed  and 
that  was  what  had  caused  the  pain.  I 
went  back  to  the  VA  four  times  to  be 
examined  by  their  doctors.  Each  time, 
no  one  could  find  any  records,  and 
I've  never  heard  from  them.  Finally,  I 
just  gave  up.  Bag  it." 

Concludes  Nelms:  "If  you  don't 
mind  waiting,  and  you're  willing  to 
put  up  with  the  bureaucracy,  the  VA  is 
okay.  Just  figure  the  day  is  shot;  show 
up  in '  the  morning  and  count  on 
staying  there." 

In  a  sense,  what  Nelms  describes  is 
what  the  entire  U.S.  health  care  sys- 
tem will  become  if  the  White  House 
succeeds  in  bureaucratizing  it.  Give 
the  va  credit  for  this:  It  is  at  least 
trying  to  make  its  system  more  pa- 
tient-friendly. Says  Dr.  Dorothy 
Snow,  acting  chief  of  staff  of  the 
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Baltimore  VA:  "We're  empowering 
the  staff  to  help  patients.  The  motto 
here  is  'More  service.1  " 

The  Baltimore  VA  is  across  town 
from  Johns  Hopkins  Hospital,  and  its 
proud  staff  makes  it  clear  that  the  only 
thing  they  think  Johns  Hopkins  has 
on  them  is  its  public  relations  ma- 
chine. (In  fact,  some  Baltimore  VA 
doctors  are  also  on  staff  in  the  surgical 
departments  of  Johns  Hopkins.) 

The  Baltimore  va's  computerized 
radiology  system  may  be  the  wonder 
of  the  medical  world.  X-rays,  as  such, 
aren't  taken  with  film,  but  electroni- 
cally, and  the  image  can  be  called  up 
on  any  number  of  computer  screens  at 
the  same  time  throughout  the  hospi- 
tal. "Our  technology  is  two  steps 
ahead  of  anywhere  in  the  world," 
brags  Dr.  Eliot  Siegel,  the  Baltimore 
va's  chief  of  radiology.  "Someday  this 
system  will  be  everywhere." 

But  is  this  showplace  hospital 
worth  what  it  costs  the  taxpayer?  It 
has  261  beds  now,  and  figure  that  will 


be  down  to  maybe  180  in  a  decade.  So 
the  staff  wants  to  broaden  its  clientele. 
"We  want  to  do  away  with  eligibility 
requirements,  to  create  a  system 
where  a  vet  has  a  choice,"  says  Dr. 
Snow.  "Lots  of  veterans  would  use 
our  system  if  they  were  eligible." 

The  VA  says  its  health  care  is  7% 
lower  in  price  than  comparable  pri- 
vate-sector care,  that  VA  medical  costs 
grew  only  6%  a  year,  against  9.5%  a 
year  for  the  nonfederal  hospital  sector 
between  1984  and  1991. 

True  enough,  but  consider  this: 
The  VA  has  30%  fewer  clinical  staff, 
mainly  nurses,  per  occupied  bed,  than 
do  private  hospitals,  and  14%  fewer 
nonclinical  personnel  per  bed  in  use. 

Operating  with  fewer  nurses  saves 
payroll  money,  but,  recalls  a  physician 
who  once  worked  for  the  VA  in  the 
Midwest:  "Sometimes  someone 
would  die  in  the  night  and  nobody 
would  know  for  three  or  four  hours. 
Now,  I'm  talking  about  do-not-re- 
suscitate  patients,  but  normally  you 


The  spinal  cord 
injuries  unit 
at  the  Bronx  VA 
Building  a 
reputation  in 
specialty  areas. 


should  know  quickly  when  a  patient 
dies.  For  that  there  should  be  a  nurse 
for  every  3  or  4  patients,  not  1 
for  20."" 

If  the  VA  system  is  to  survive  by 
competing  for  new  patients,  Con- 
gress will  have  to  do  more  than  just 
rewrite  the  eligibility  rules.  It  will 
also  have  to  allow  the  VA  to  manage 
itself  as  a  medical  care  business,  not  a 
pork  market.  It  shows  no  signs  of 
doing  so. 

"In  VA  systems,  the  average  daily 
census  is  approximately  58%  of  capac- 
ity [beds  in  use],"  says  former  VA  head 
Edward  Derwinski,  "but  at  some  hos- 
pitals [in  small  towns]  capacity  in  use 
may  be  as  low  as  20%;  at  others  [in  big 
cities]  it  may  be  85%.  But  those  hospi- 
tal employees  are  civil  service,  so 
there's  next  to  no  flexibility.  People 
don't  have  to  take  transfers." 

Past  efforts  to  open  up  the  VA  to  a 
broader  customer  base  have  met  with 
opposition  from  the  various  veterans' 
groups.  Derwinski  angered  veterans' 
groups  by  trying  to  let  nonveterans  be 
treated,  a  test  really,  in  three  small  VA 
hospitals  with  an  abundance  of  empty' 
beds.  Veterans'  groups  complained  to 
President  George  Bush,  who  on  the 
eve  of  his  last  election  sacked 
Derwinski. 

However,  the  vets  groups,  anxious 
to  save  the  system  and  aware  of  the 
taxpayer  revolt  brewing  in  the  coun- 
try, are  abandoning  that  exclusivity. 
Frank  Buxton,  health  care  point  man 
for  the  3.1  million  members  of  the 
American  Legion,  says  this:  "We 
should  give  the  VA  a  chance  to  survive, 
to  be  in  the  mix  of  things.  It's  clear  the 
Congress  is  not  going  to  keep  giving 
money  just  to  keep  these  hospitals 
running." 

Buxton  realizes,  also,  that  making 
the  VA  hospitals  compete  for  clients  is 
good  for  vets,  too.  "There's  a  major 
cultural  change  going  on  at  the  VA," 
Buxton  says  "I've  had  vets  come  to 
me  and  say,  T  don't  know  what  those 
[va]  guys  are  on,  but  I  went  out  there 
and  they  were  nice  to  me.'  "  H 
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Same  managers,  same  workers,  but  what  a  difference 
a  change  at  the  top  has  made  for  Detroit  Diesel. 

High  gear 


By  James  R.  Norman 

Facing  huge  cash  needs  to  rebuild 
its  car  business,  General  Motors 
Corp.  in  1987  put  up  for  sale  its 
moneylosing,  129-square-acre  De- 
troit Diesel  heavy  truck  engine  plant. 
Built  in  1938,  the  plant's  diesel  en- 
gines helped  win  World  War  1 1 .  But  in 
less  than  a  decade  Detroit  Diesel  had 
slid  from  a  peak  of  a  quarter  of  the 
heavy-duty-truck  market  with  $1.4 
billion  in  sales  in  1979  to  a  3%  share 
and  $842  million  in  sales  in 
1988.  Product  quality  had 
been  deplorable  and  work- 
er morale  was  low. 

But  when  Salomon 
Brothers  looked  for  buyers 
it  had  little  luck.  Competi- 
tors Cummins  Engine  Co. 
and  Caterpillar  Inc.  turned 
up  their  noses.  Offhanded 
ly,  a  Salomon  executive  ap- 
proached race  car  maven 
Roger  S.  Penske.  Would  he 
make  a  bid?  Yes,  but  a  low 
one.  Penske  paid  $35  mil- 
lion for  an  eventual  80%  of 
the  company.  Going,  go- 
ing, gone. 

As  a  longtime  Detroit 
Diesel  distributor  and  own- 
er of  a  growing  truck  leas- 
ing business,  Penske  had 
few  illusions — knowing  Hum 
about  the  servicing  night- 
mares of  the  Series  92  engine,  intro- 
duced in  the  late  1970s.  But  he  also 
knew  that  GM  had  spent  $300  million 
over  seven  years  to  develop  the  Series 
60,  the  industry's  first  electronically 
controlled  diesel  truck  engines  which 
had  just  hit  the  market. 

After  chopping  some  20%  of  De- 
troit Diesel's  1,400-person  salaried 
staff — including  most  of  the  market- 
ing department — Penske  set  about 
reviving  Detroit  Diesel's  sales.  His 
trump  card:  his  Penske  Truck  i  easing 
Co.,  the  $1  billion  (revenues)  fleet 
business  he  has  in  partnership  with 


General  Electric.  Penske's  leasing 
people  tested  the  Series  60  and  then 
began  to  persuade  big  fleet  operators 
like  VP  Corp.  and  Kmart  to  try  Detroit 
Diesel  engines  in  some  trucks. 

The  combination  of  new  product 
and  a  fresh  marketing  approach 
achieved  a  near  miracle.  The  Series  60 
won  rave  reviews  from  customers  for 
fuel  economy,  and  last  year  they 
found  that  it  could  go  750,000  miles 


Roger  Penske  (right)  with  Al  Unser  Jr. 
A  come-from-behind  winner  in  diesels. 


on  average  between  overhauls,  dou- 
ble the  industry  standard  of  a  decade 
ago.  Penske  pitched  truckbuilders  like 
Freightliner,  Peterbilt  and  Navistar. 
From  near-death  in  1987,  Detroit 
Diesel  slowly  climbed  back  uphill  to  a 
26%  market  share  in  1991. 

Against  fierce  competition  from 
market  leaders  Cummins  and  Cater- 
pillar, Penske  has  kept  market  share  at 
that  level.  With  the  truck  market 
booming,  the  industry  will  sell  more 
than  200,000  units  this  year,  versus 
96,000  in  1991.  Detroit  Diesel  sales 


33,000  engines  in  1988  to  an  antici- 
pated $1.7  billion  on  75,000  units 
this  year.  But  employment  is  up  only 
about  300,  to  3,800,  thanks  to  rising 
productivity,  with  plant  time  on  the 
Series  60  shrinking  from  72  hours  per 
engine  to  13.  Last  fall  Detroit  Diesel 
brought  in  new  capital  to  nearly  pay 
off  its  debt,  selling  the  public  25%  of 
the  company  for  $95  million.  The 
stock  quickly  ran  up  from  an  issue 
price  of  $20  to  $37.  The  stock  has 
recently  eased  to  around  $24  as  GM 
unloaded  its  remaining  shares  in  June 
and  worries  mounted  that  the  red-hot 
truck  market  could  cool  off.  Penske 
still  owns  51%  of  the  stock  through 
Penske  Transportation,  Inc.,  now 
worth  $270  million.  Vows  Penske: 
"I'm  a  long-term  player." 

What's  next?  Detroit  Diesel  could 
make  more  of  its  own  components — 
now,  on  the  Series  60,  it 
machines  only  1 1  key  items 
of  46  per  engine.  The  rest  it 
buys  from  a  small  number 
of  suppliers.  Penske's  also 
looking  at  expanding  into 
smaller  diesels,  now  sup- 
plied by  Perkins  Engines 
Inc.  Those  orders  are  up 
60%  from  last  year. 

Penske  has  found  a  pow- 
erful partner  in  European 
giant  Daimler-Benz,  which 
bought  1 1%  of  Detroit  Die- 
sel last  year  and  has  an  op- 
tion on  an  additional  9%.  In 
return  for  Detroit  Diesel 
technology,  it  has  given 
Penske  North  American 
rights  to  one  of  Daimler's 
hottest  new  truck  engines, 
to  be  called  the  Series  55. 

To  secure  a  source  for 
diesel  fuel  injectors,  Penske 
bought  that  part  ofGM's  AC  Rochester 
products  unit  in  1988.  Renaming  the 
$100  million  (sales)  company  Diesel 
Technology,  he  took  on  a  partner  in 
1992,  European  parts  giant  Robert 
Bosch.  All  in  all,  lots  of  action,  lots  of 
progress  for  what  was  until  a  few  years 
ago  a  sick,  possibly  dying,  business. 

Penske  shrugs  off  the  credit  for  it, 
pointing  out  that  from  general  man- 
ager on  down  most  of  the  same  peo- 
ple are  in  the  same  jobs  as  when 
General  Motors  owned  the  business. 
"We  could  make  decisions  faster," 


have  doubled  from  $842  million  on     he  savs.  "We  took  more  risks." 
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42  choices.  Not  counting  on  and  off 


Introducing  Club  World SM seat-back  entertainment.  First-run  and  classic  films.  Sports.  Cultural  and  current 
affairs.  Eight  channels.  Your  own  hi-definition  video  screen.  The  widest  range  of  programming  to  choose 
from.  Or  not.  It's  the  way  we  make  you  feci  that  makes  us  the  worlds  favourite  airline. 


British  Airways 


The  world's  favourite  2\x\m€jr 


Financial  Services 
from  Transamerica 


In  this  Changing 
World,  We  Make  it 
a  Point  to  Offer 
Solutions. 

We're  Transamerica,  the  people 
in  the  Pyramid.  We  offer  life 
insurance,  annuities,  retirement 
plans,  mutual  funds  and  other 
products  to  help  people  plan  and 
invest  for  the  future.  We  offer 
consumer  and  commercial  loans 
to  help  families  and  businesses 
grow.  We're  also  one  of  the 
world's  biggest  leasing  compa- 
nies. In  all  of  our  businesses, 
we  believe  in  providing  our 
customers  with  real  solutions 
to  their  financial  needs,  at 
reasonable  prices.  That's  a 
philosophy  you  can  count  on 
when  you  deal  with  any 
Transamerica  company. 
Remember  us  for  the  best  in 
financial  services. 


Transamerica 


ife  Insurance  •  Investments  •  Lending  •  Leasing 


—  ^ — ~.  >>m^ 
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Make  A  Strong 
Financial  Statement. 


The  Lincoln  Town  Car  Two -Year  Lease 

STANDARD  FEATURES 
•  Remarkably  quiet  ride 

PER  MONTH,  24-MONTH  LEASE* 


$. 


429 


Monthly  Payment  !429' 

Down  Payment  (net  of  RCL  cash")  s2,450 

Refundable  Security  Deposit  s450 

Cash  Due  At  Signing  s3,329  " 


•4.6-liter  V-8  engine 
•Sequential  multi-port 
electronic  fuel  injection 

•  Dual  air  bags* 

•  Four-wheel  disc  anti-lock  brakes 

•  Six-way  power  driver  and  passenger  seats 
•Remote  illuminated  keyless  entry  system 
•CFC-free  electronic  automatic  climate  control 

•  Rear  four-bar  link  suspension  with  air  springs 
For  more  information,  call  1  800  255-5433. 

* 

LINCOLN 

What    A    Luxury   Car   Should  Be 


"Driver  and  right-front  passenger  Supplemental  Restraint  System.  Always  wear  your  safety  belt.  Lease  payment  based  on  '94  Town  Car  MSRP  of  $35,375  exclud- 
ing tax  and  title  with  an  average  capitalized  cost  of  90.93%  of  MSRP  for  24-month  closed-end  Ford  Credit  Red  Carpet  Leases  purchased  in  the  U.S.  through  6/30/94. 
Some  payments  higher,  some  lower.  See  dealer  for  payment  and  terms.  Payment  may  be  higher  in  AK,  CT,  KY,  MA,  MO,  NC,  RI,  TX  &  WV.  Lessee  may  have 
option  to  buy  vehicle  at  lease  end  at  a  price  negotiated  with  the  dealer  at  signing.  Lessee  is  responsible  for  excess  wear/tear  and  $.11  per  mile  over  30,000  miles. 
Wiii«SBiEa.  Credit  approval/insurability  det<  i  mined  by  Ford  Credit.  Total  of  monthly  payments  is  $10,296.  "For  special  lease  terms  and  $2,000  RCL  cash,  take  new  retail  deliv- 
ery from  dealer  stock  by  9/28/94.    Lxdudes  tax,  title  and  other  fees. 


Inflation-indexed  government  bonds  are 
an  idea  whose  time  has  come  at  last. 


Greenspan 
bonds 


BY  STEVt  H.  HANKE  &  SIR  AUW  WALTERS 


Steve  H.  Hanke  is  a  professor  of 
Applied  Economics  at  The  Johns  Hopkins  University 
in  Baltimore  and  Sir  Alan  Walters  is  vice  chairman 
of  AIG  Trading  Group,  Inc.  in  Washington,  D.C. 


U.S.  bondholders  were  taken  to  the 
cleaners  in  the  1970s,  expropriated. 
The  yield  on  Treasurys  was  below  the 
inflation  rate,  giving  the  bonds  a  neg- 
ative real  yield.  In  Western  Europe  an 
even  more  outrageous  robbery  was 
taking  place. 

The  great  disinflation  of  the  1980s, 
despite  its  recent  hiccup,  has  brought 
the  inflation  rate  down  to  tolerable 
levels  (i.e.,  less  than  3%),  but  inflation 
is  dormant,  not  dead.  The  nightmare 
could  occur  again.  Indeed,  the  eleva- 
tion of  the  Keynesian  inflationists 
Alan  Blinder  and  Janet  Yelien  to  the 
Fed  should  give  any  prudent  investor 
good  reason  to  pause  and  ponder. 

Fortunately,  there  is  a  solution. 
The  Treasury  could  issue  "indexed" 
bonds.  With  them,  both  the  principal 
and  coupon  are  adjusted  upward  ev- 
ery month  by  the  rate  of  inflation. 
The  bondholder  then  is  insured 
against  inflationary  expropriation. 

For  many  years  the  U.S.  Treasury 
has  offered  a  host  of  excuses  for  not 
issuing  indexed  debt.  Officially,  the 
faceless  bureaucrats  at  Treasury  have 
asserted  that  the  market  for  such  debt 
would  be  narrow,  forcing  the  Treasury 
to  pay  relatively  high  rates  to  attract 
investors.  Off  the  record,  these  same 


folks  have  admitted  that  the  Treasury 
doesn't  want  to  exclude  the  possibility 
of  reducing  the  federal  debt  via  infla- 
tion. Alan  Greenspan,  chairman  of  the 
Federal  Reserve,  has  come  out  force- 
fully against  such  Treasury  duplicity. 
He  has  repeatedly  called  on  the  gov- 
ernment to  start  issuing  indexed  debt. 
On  Aug.  10,  for  example,  Greenspan 
took  the  gloves  off  and  told  a  congres- 
sional panel  that  the  demand  for  in- 
dexed bonds  would  be  brisk. 

Now,  to  give  the  economics  profes- 
sion its  due,  the  vast  majority  of  econo- 
mists agree  that  the  Treasury  should 
issue  the  indexed  bonds.  Such  a  move 
would  expand  die  choices  available  to 
savers.  Investors  would  be  able  to  in- 
sure themselves  against  the  govern- 
ment's inflationary  expropriation.  At 
present,  any  saver  who  wishes  to  shelter 
his  nest  egg  from  inflationary  expropri- 
ation must  choose  among  equities,  real 
estate,  commodities  or  indexed  bonds 
issued  by  foreign  governments.  What- 
ever the  merits  of  these  investments, 
they  involve  risks  that  many  investors 
don't  want  to  assume. 

An  indexed  issue  would  not  only 
expand  the  choices  of  savers,  it  would 
also  expand  the  government's  choices. 
The  Clinton  Adminismition  has  averred 
diat  long-term  interest  rates,  at  about 
7.5%,  are  too  high.  It  has  shortened  the 
average  maturity  on  government  debt 
by  borrowing  more  through  short-term 
bills  and  notes,  where  rates  are  relatively 
low.  But,  if  inflation  rears  its  mighty 
head  once  more,  die  government  will 
be  caught  short,  having  to  refinance 
when  short  rates  exceed  long  rates.  This 
would  cost  the  government  dearly. 

If  the  Treasury  issued  several  billion 
dollars  of  indexed  debt — where  the 
coupon  and  principal  are  upgraded 
even'  month  by  the  CP] — we  are  confi- 
dent that  such  an  issue  would  be 
gobbled  up.  Several  advanced  coun- 


tries— Britain,  Canada,  Australia  and 
Sweden — have  sold  substantial  quan- 
tities of  indexed  debt. 

The  real  yield  for  long-term  U.S. 
Treasury  issues  would  be  approxi- 
mately 3%.  Consequently,  if  the 
achieved  inflation  rate  is  as  good  as 
the  2%  that  the  authorities  forecast, 
then  the  Treasury  will  pay  5%  for  its 
bond  borrowing  (3%  real  plus  2% 
inflation).  If,  on  the  other  hand,  the 
market's  fears  are  borne  out,  with, 
say,  4.5%  inflation,  money  will  cost 
the  Treasury  7.5% — about  the  yield 
on  long-term  bonds  today.  No  won- 
der Greenspan  wants  the  Treasury  to 
sell  indexed  debt. 

For  the  investor,  the  advantage  of 
indexation  is  the  guarantee  against 
inflation — the  certainty  of  a  real  yield 
of  3%.  Now,  of  course,  in  20  years  or 
so,  it  may  turn  out  that  the  investor 
would  have  actually  realized  a  better 
real  yield,  if,  for  example,  he  had  put 
his  money  into  long-term  convention- 
al bonds  and  if  the  authorities  had  held 
inflation  at  a  rate  below  4.5%.  But,  in 
today's  uncertain  world,  the  prudent 
saver  may  not  want  to  take  that  risk. 

Indexed  bonds  would,  of  course, 
transfer  the  inflation  risk  from  the 
saver  to  the  government — which  is 
why  the  Treasury  is  against  it.  But  it  is 
only  fair  that  the  government  should 
assume  the  risk.  Inflation  is  not  a 
calamitous  act  of  God.  It  is  a  plague 
brought  about  by  the  authorities.  In- 
dexed issues  punish  inflationary  profli- 
gacy  and  reward  sound  money.  In- 
dexed bonds,  therefore,  put  additional 
pressure  on  the  government  to  keep 
inflation  down.  Is  that  bad?  For  bu- 
reaucrats and  politicians  maybe. 

Will  the  U.S.  issue  indexed  debt?  It's 
beginning  to  look  that  w  ay.  Greenspan 
never  takes  off  the  gloves  until  his 
opponent  is  on  the  ropes.  It's  time  to 
gear  up  for  Greenspan  bonds.  WM 
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If  there  were  such  a  thing  as  a  Society  for  Prevention 
of  Cruelty  to  Corporations,  it  would  long  ago 
have  come  to  the  aid  of  Borden.  Overmilked, 
underfed  and  abused,  Elsie  is  one  sick  cow. 


By  Matthew  Schifrin 
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j  In  June  and  July  Borden  Inc.  and  its  lead 
!i  bank,  Citibank,  failed  miserably  when  they 
i  approached   lenders   to  syndicate  what 

should  have  been  a  routine  renewal  of  a 
j:  $600  million  line  of  credit.  Three  times 
i  Citibank  went  to  market;  it  even  offered  to 
|  raise  the  commitment  fees  for  lenders  and 
|  shorten  the  maturity,  first  from  five  years  to 

three  years  and  then  to  a  mere  364  days.  Still 
e  no  deal. 

Is  it  the  glue  factory  for  poor  old  Elsie, 
Borden's  longtime  symbol  and  mascot?  Is 
this  $5.5  billion  business  broke?  Not  quite, 
but  close.  The  company  has  desperately 
been  trying  to  raise  cash  and  pay  down  debt. 
:  Capital  spending  has  been  slashed,  as  has 
;  spending  of  reserves  the  company  set  aside 
i  for  restructuring.  Last  December  Borden 
i  resorted  to  selling  $400  million  in  accounts 
j  receivable  at  a  discount  to  pay  down  com- 
:  mercial  paper,  which  is  increasingly  expen- 
|  sive  and  hard  to  roll  over  as  word  spreads  of 
b  the  growing  financial  weakness  at  this  one- 
i  time  blue-chip  packaged  foods  company. 

Borden  has  been  on  a  downward  spiral 
)  since  1991,  culminating  last  December  in 
|  the  forced  resignation  of  Chief  Executive 
!  Anthony  D'Amato.  With  his  departure  the 
i  company  wrote  off  $846  million,  produc- 
;  ing  a  loss  from  continuing  operations  for 
i  1993  of  $57  million,  and  cut  its  dividend  by 
75%.  But  few  took  seriously  the  company's 
1  announcement  that  it  was  now  ready  for  a 
i  turnaround.  Its  debt  has  been  downgraded 
to  BBB  from  A+  in  1991,  and  its  stock  has 
I  fallen  to  12,  which  is  near  its  ten-year  low. 
:  Recently  both  Moody's  and  Standard  & 
i  Poor's  placed  Borden's  long-term  debt  and 
i  commercial  paper  under  review  for  a  further 
•  downgrade. 

Borden  got  something  of  a  reprieve  in 
a  late  July  when  Citibank  and  Credit  Suisse 
i  agreed  to  underwrite  a  $1.4  billion,  2xh- 
,1  year  credit  facility,  which  they  are  syndicat- 
ing to  other  major  lenders  at  the  London 

I  Inter- Bank  Offered  Rate  (Libor) — a  Euro- 
;  pean  base  lending  rate — plus  1.5  percent- 
i  age  points.  That  amounts  to  a  junk  credit 
:j  rate  of  7% — a  price  as  humiliating  as  it  was 
i  costly.  On  top  of  the  high  rate,  Borden  will 
\  have  to  pay  an  estimated  $20  million  in 

I  assorted  fees  to  get  the  credit.  And  it  will — 

II  to  put  it  mildly — have  to  be  extremely 
I  i  polite  to  its  bankers,  who  now  control  63% 
|  of  Borden's  $2.6  billion  in  debt.  Which 

I  means  that  Elsie  is  now  at  the  mercy  of 
I  creditors  who  seem  to  be  more  interested  in 
:}  getting  their  money  back  than  they  are  in 
!  i  Borden's  long-term  survival.  None  of  this 
i  i  bodes  well  for  the  41 ,000  shareholders  who 
{  own  its  141  million  common  shares. 


At  Borden's  annual  meeting  in  May, 
Chairman  Frank  Tasco  disclosed  that  one  of 
its  investment  bankers,  Lazard  Freres,  tried 
to  sell  the  company  in  1993.  "No  one  bid," 
Tasco  reported.  "It's  laughable,  but  it  al- 
most makes  you  want  to  cry." 

So  it's  to  the  slaughterhouse  for  poor  old 
Elsie,  but  the  price  per  pound  doesn't  look 
very  promising. 

Tasco,  the  former  chief  executive  of 
Marsh  &  McLennan  Cos.  and  a  board 
member  since  1988,  stepped  in  as  chairman 
in  1993.  Borden's  chief  executive  is  Ervin 
Shames,  formerly  of  Stride  Rite  and  Kraft 
General  Foods.  Tasco  and  Shames  an- 
nounced in  January  that  Borden's  new 
turnaround  plan  involved  selling  $1.2  bil- 
lion (sales)  in  once  valuable  divisions,  in- 
cluding the  $750  million  (sales)  snack  divi- 
sion, producer  of  Wise  chips.  The  idea  was 
to  use  the  proceeds  to  get  the  bankers  off 
the  company's  back  and  then  to  rebuild  the 
remaining  North  American  food  opera- 
tions— dairy,  pasta  and  niche  grocery. 

So  far  asset  sales  have  raised  about  $165 
million.  Most  went  for  disappointing 
prices:  In  May,  for  example,  H.J.  Heinz 
bought  Borden's  $225  million  food  service 
division  (which  makes  condiments  in  pack- 
ets) for  S70  million;  at  31%  of  annual 
revenues,  this  is  a  miserably  low  price  for 
assets  that  in  other  recent  sales  have 
brought  as  high  as  $1  for  $1  in  revenues. 

At  these  prices  it  is  clear  that  more  than 
Wise  potato  chips  and  odds  and  ends  must 
go  to  satisfy  the  bankers.  According  to 
Goldman,  Sachs  analyst  Nomi  Ghez,  Bor- 
den must  sell  assets  if  it  is  to  produce  any 
significant  free  cash  flow  in  1994. 

So  now  the  once  proud  dairy  division — 
25%  of  revenues — may  also  be  on  the  block. 
"They  said  they'd  sell  whatever  they  could 
at  a  'fair'  price,"  says  one  banker.  But 
getting  a  "fair"  price  won't  be  easy.  The 
$1.4  billion  (revenues)  marketer  of  milk, 
processed  cheese  and  ice  cream  is  in  the  red. 

Borden's  management  isn't  talking 
much  these  days  except  to  say:  "We  are 
reviewing  the  progress  to  date  in  our  re- 
structuring program  and  will  make  any  mid- 
course  corrections  that  may  be  necessary  to 
achieve  our  objective  of  building  share- 
holder value."  Still,  Borden's  stock  contin- 
ues to  languish. 

Depressed  though  they  are,  Borden's 
common  shares  don't  look  like  much  of  a 
bargain.  If  it  is  selling  its  businesses  at  no 
more  than  20  or  30  cents  on  the  revenue 
dollar,  there  is  barely  enough  value  left  in 
the  company  to  satisfy  the  creditors. 

Who  so  abused  Elsie  that  she  stopped 


Elsie  is  now  at 
the  mercy  of 
creditors  who 
seem  to  be  more 
interested 
in  getting  their 
money  back  than 
they  are  in 
Borden's  long- 
term  survival. 


Forbes  ■  September  12,  1994 


1 


Borden 


- 


Borden's  new 
Chief  Executive 
Ervin  Shames 
Throwing  brands 
over  the  side 
to  keep  the 
wolves  at  bay. 


giving  milk? 

Founded  in  1858  by  Gail  Borden,  the 
inventor  of  condensed  milk,  Borden  grew 
to  become  one  of  the  nation's  largest  sellers 
of  ice  cream,  cheese  and  milk.  Its  cheery 
mascot,  Elsie  the  cow,  brightened  almost 
ever)'  refrigerator  in  the  nation.  But  by  the 
1960s  private-label  dairy  products  had  eat- 
en into  the  margins  on  Borden's  home 
delivery  dairy  business. 

Borden  saw  the  changes  coming  and 
moved  to  meet  them.  It  diversified,  mostly 
into  packaged  foods,  including  ReaLemon 
lemon  juice,  Cremora  coffee  creamer, 
Cracker  Jack  and  Wise  potato  chips — all 
powerful  brand  names.  It  also  strengthened 
its  chemicals  divison. 

Borden's  chemicals-based  products  in- 
cluded Elmer's  glue,  wallpaper  and  fertiliz- 
er. From  the  mid-1960s  until  the  end  of 
1993  Borden  was  run  by  a  succession  of 
chief  executives  whose  expertise  and  back- 
ground were  in  chemicals,  not  foods  or 
dairy.  And  therein  lay  its  problem. 

In  the  mid-1980s  one  of  the  chemical 
men,  Romeo  Ventres,  went  on  a  buying 
spree.  Between  1986  and  1991  Ventres 
spent  $1 .9  billion  on  90  acquisitions,  most- 
ly of  small  regional  food  brands:  Prince 
spaghetti,  Pennsylvania  Dutch  Egg  Noo- 
dles, Meadow  Gold  Dairies  and  Jays  Foods. 
Borden  could  have  used  its  national  distri- 
bution system  to  turn  these  into  national 
brands.  But  it  did  not. 

So  the  diversification  plan  was  sensible 
enough,  the  execution  disastrous.  Sales 
grew  to  over  $7  billion,  but  debt  ballooned 
to  over  $2  billion.  Ventres  decentralized 
management  and  failed  to  integrate  the 
operations  he  purchased.  Borden  became 
an  inefficient  patchwork  of  declining 
brands  and  loosely  related  products.  By  the 
early  1990s  Borden  had  one  of  the  lowest 
profit  margins  and  returns  of  any  company 
in  the  food  business.  By  1992  the  company 
was  losing  money,  while  net  margins  at 
competitors  H.J.  Heinz  and  Kellogg  Co. 
were  9%  and  10.6%,  respectively. 

Then  another  chemical  engineer,  Antho- 
ny D'Amato,  tried  to  fix  things — belated- 
ly— by  centralizing  operations  and  making 
Wise  chips  and  Creamette  into  national 
brands  (Forbes,  Mar.  2,  1992).  But  he 
never  could  make  up  for  the  lost  time. 
"Borden  has  never  differentiated  itself  on 
the  shelf,"  says  Greg  Phillips,  president  of 
Plus  Marketing,  a  New  Jersey- based  gro- 
cery business  consultant.  "Their  products 
are  'me  too,'  so  they  are  getting  squeezed 
from  the  top  by  categoiy  leaders  and  from 
the  bottom  by  store  brands." 
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Borden  was  once  the  leader  in  ice  cream 
with  brands  like  Lady  Borden,  but  it  missed 
the  market  in  superpremium  ice  cream.  So 
Borden  slugs  it  out  at  the  bottom  of  the 
freezer  against  store  brands,  its  half-gallon 
bricks  selling  for  as  low  as  $1.38;  Ben  & 
Jerry's  pints  go  for  over  $2. 

Borden  remains  a  big  player  in  tomato 
sauce  with  Classico  and  Aunt  Millie's  and  is 
the  number  three  chipmaker  with  Wise.  But 
it  completely  lost  out  when  new  products 
came  on  the  market.  In  chips  today  Borden 
has  2%  of  the  $1.3  billion  in  tortilla  chip 
supermarket  sales,  compared  with  67%  for 
Frito-Lay,  according  to  Information  Re- 
sources Inc.,  a  Chicago  market  research 
firm.  Borden  has  1%  of  the  $672  million 
salsa  market;  Frito-Lay  has  13%. 

Borden  sells  lots  of  Prince  spaghetti  for 
59  cents  a  pound  or  two  pounds  for  $1. 
However,  look  down  the  aisle  at  the  high- 
margin,  quick-preparation  meal  section. 
You'll  see  Lipton's  and  Rice-a-Roni's  4- 
and  6-ounce  packages  of  fettuccine  Alfredo 
or  pasta  shells  with  white  cheddar  sauce 
selling  for  about  $1 .29  apiece.  Ingredients? 
Dry  pasta  and  cheese,  but  the  margins  are 
fat.  What  you  won't  see  in  this  section  are 
similar  Borden  products. 

It  is  not  that  Borden  doesn't  have  good 
brand  names.  ReaLemon's  green  logo  is 
instantly  recognizable.  But  concentrated 
lemon  juice  is  not  a  high-turnover  product. 
Borden  never  expanded  the  franchise  to, 
say,  lemonade,  fruit  juices  or  lemon  sherbet. 

Cremora  coffee  creamer  is  well  known. 
So  are  Borden's  Carnpfire  marshmallows 
widi  the  cute  marshmallow  pitchman, 
Campy.  But  brands  like  ConAgra's  Swiss 
Miss  and  Nestle's  Carnation  rule  the  aisles 
in  things  like  hot  cocoa  mixes  with  marsh- 
mallows  and  flavored  coffee  powder  mixes. 
Borden  does  not  even  compete  in  these 
markets. 

At  first  Elsie's  boosters  were  heartened 
by  the  arrival  in  1993  of  Ervin  Shames, 
Borden's  first  chief  executive  in  over  a 
quarter- century  with  a  background  in 
packaged  foods.  Fidelity's  $1.65  billion 
(assets)  Capital  Appreciation  Fund  recent- 
ly bought  10  million  shares,  or  7%,  of 
Borden  stock.  Shames,  53,  became  chief 
executive  officer  of  General  Foods  USA 
after  Philip  Morris  bought  the  company, 
and  then  president  of  the  Kraft  USA  unit  of 
Kraft  General  Foods  when  the  tobacco 
giant  took  over  Kraft. 

A  $1  million  cash  salary  plus  a  heap  of 
stock  options  lured  Shames  from  Stride 
Rite,  where  he  tried  unsuccessfully  to  turn 
his  marketing  expertise  to  selling  shoes. 


Shames  has  had  little  luck  in  turning 
things  around.  He  began  by  trying  to 
build  volume.  In  pasta,  Borden  has  held 
firm  on  prices  despite  a  recent  75%  in- 
crease in  durum  wheat  prices.  Its  main 
competitor,  Hershey  Foods,  maker  of 
Ronzoni,  raised  prices  significantly.  Bor- 
den gained  less  than  a  point  of  market 
share  in  volume  in  the  second  quarter  by 
its  forbearance.  But  the  volume  gained 
must  have  come  off  the  bottom  line.  Now 
Hershey  and  Borden  each  have  25%  of  the 
grocery  market,  according  to  Information 
Resources — but  Hershey  has  operating 
margins  around  10%  on  pasta,  while  Bor- 
den is  barely  profitable. 

Shames  introduced  a  "'low-bidding" 
strategy  in  dairy  products,  which  means 
Borden  will  bid  as  low  as  necessary  to  get  its 
products  on  supermarket  shelves.  Borden 
increased  its  volume  but  lost  an  estimated 
$30  million  in  dairy  profits  in  the  first  half  of 
1994.  Meanwhile,  competitor  Dean  Foods 
has  operating  margins  of  8%  and  net  mar- 
gins of  3%. 

So  eager  is  Borden  for  volume  that  in 
November  1993  it  paid  Oklahoma  City- 
based  supermarket  chain  Homeland  Stores 
what  looks  like  a  $9.5  million  slotting  fee  to 
become  the  chain's  exclusive  provider  of 
milk  and  dairy  products.  In  the  front  of 
Borden's  annual  report,  it  is  touted  as  a  new 
long-term  contract.  But  the  deal  is  account- 
ed for  as  an  acquisition  on  the  balance  sheet, 
despite  the  fact  that  the  main  asset  trans- 
ferred was  cash  from  Borden  to  Homeland. 
By  this  inspired,  if  questionable,  accounting 
technique  Borden  gets  extra  revenues  but 
capitalizes  the  cost. 

It  now  appears  that  Shames  and  the  job 
were  mismatched.  "It  is  a  lot  easier  to  run  a 
high-margin,  share-leadership  business 
than  a  volume-oriented  commodity  busi- 
ness," says  Dana  Gioia,  a  former  General 
Foods  executive  who  worked  with  Shames. 
"You  cannot  take  strategies  that  worked  at 
General  Foods  and  make  them  work  at 
Borden." 

With  all  these  setbacks,  Borden  has  failed 
to  curb  costs.  In  the  last  five  years  Borden's 
sales  have  come  down  over  25%  (including 
the  $1.2  billion  in  sales  that  Shames  is  now 
selling),  but  its  overhead  has  remained  fiat 
at  $1.2  billion.  Borden  has  shed  7,000 
employees,  15%,  but  its  payroll  costs  have 
actually  increased  slightly,  from  $1.07  bil- 
lion to  $1.11  billion.  Since  Shames'  arrival 
in  June  of  1993,  Borden's  sales  from  con- 
tinuing operations  have  remained  about  the 
same,  but  its  gross  margins  have  fallen  2.3 
percentage  points,  to  24%. 


It  is  not  that 
Borden  doesn't 
have  good 
brand  names. 
ReaLemon's 
green  logo  is 
instantly 
recognizable. 
But  Borden 
never  expanded 
the  franchise. 
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Borden 


With  all  this 
bleeding, 
Borden's  book 
value  is  a 
negative  $530 
million  if  you  sub- 
tract goodwill, 
which  is  greatly 
overstated  given 
the  erosion 
of  the  Borden 
franchises. 


For  this  failure  to  curb  costs,  the  board 
and  Shames  share  blame  with  former  man- 
agement. Lawrence  Doza,  former  chief  fi- 
nancial officer,  resigned  in  March  but  will , 
receive  $526,000  in  pay  through  August 
1995.  George  Waydo,  Borden's  former 
head  of  snacks  and  international  foods,  was 
terminated  last  December  but  remained  as  a 
consultant  and  will  receive  his  $352,000 
salary  for  1994. 

As  head  of  the  executive  compensation 
committee  of  the  board,  current  chairman 
Tasco  approved  a  pay  increase  for  D'Amato 
in  January  1993,  to  $825,000,  and  granted 
him  100,000  extra  options  in  June  1993, 
six  months  before  D'Amato  was  ousted. 
Borden  has  already  paid  D'Amato  over 
$750,000  in  cash  severance  and  will  pay 
him  $900,000  per  year  for  four  years,  plus 
$65,000  in  secretarial  and  legal  fee 
reimbursements. 

Elsie's  handlers  have  a  lot  to  answer  for. 

Borden  still  maintains  an  aviation  divi- 
sion with  three  corporate  jets  to  fly  people 


like  Chairman  Tasco  from  its  New  York 
offices  to  its  Columbus,  Ohio  headquarters. 
Borden  has  also  maintained  a  slew  of  corpo- 
rate country  club  memberships  for  its  exec- 
utives in  Ohio  at  places  like  the  Lakes 
Country  Club,  the  Little  Turtle  Country 
Club,  the  New  Albany  Country  Club,  the 
Catawba  Island  Club,  the  Columbus  Ath- 
letic Club  and  the  Muirfield  Golf  Club. 

Over  the  past  18  months  Borden  has 
paid  millions  of  dollars  in  advisory  fees. 
Bankers  from  Citibank,  Merrill  Lynch, 
First  Boston  and  Lazard  Freres  have  gotten 
chunks  of  it.  Consultants  from  New  En- 
gland Consulting;  Booz,  Allen  &  Hamil- 
ton; McKinsey  &  Co.;  William  M.  Mercer; 
and  Management  Horizons  have  gotten 
others.  So  have  attorneys  at  Wachtell  Lip- 
ton  Rosen  &  Katz  and  Sidley  &  Austin.  So 
far  in  1994  Wachtell  Lipton  is  estimated  to 
have  received  nearly  $1  million  in  fees  from 
Borden,  and  Booz,  Allen  may  have  billed 
almost  $3  million. 

With  all  this  bleeding,  Borden  now  has 


Borden's  tragic  slide 
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The  Shames  report  card 

Percent  change,  6/93  to  6/94 

When  packaged  foods  veteran  Ervin  Shames  joined  Bor- 
den in  June  1993,  many  thought  he  could  reverse  Elsie's 
long  slide  (above).  So  far  she's  gotten  sicker  (below). 


Gross  margins 


1994  EPS  estimates2 


Reflects  sales  and  overhead  expenses  from  continuing  operations  In  year  reported.  2IBES,  Inc.,  8/93  vs.  8/94.  Source:  Forbes 
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Over  50  million  Americans 
build  their  financial  security  with  the  help  of 

The  Prudential. 

Proof  that  there's  strength  in  numbers. 

And  peace  of  mind  in  strength. 
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Hyundai  Business  Group,  with 
over  US$58  bil- 
lion in  sales, 
continues  to  grow  in  a 
wide  spectrum  of  business 
areas.  From  next  generation 
256M  DRAM  chips 

^  to  satellite  commu- 

m 

nications,  creating 
tomorrow's  global  information 
superhighway.  From  a  full  line 
of  passenger  cars  to  all  types  of 


AUTOMOBILES,  ELECTRONICS,  SHIPBUILDING,  ENGINEERING  AND  CONSTRUCTION,  MACHINERY  AND  EQUIPMENT,  PETROCHEN 


G 


commercial  vehicles.  From  machine  tools  to  the  magnetic 
levitation  train,  the  ideal  mass 


transit  system  of  the  future,  jfcj^j^l 
From  turn-key  engineering  and 


construction  projects  to  petrochemi- 
cals with  advanced  new  material. 
From  super  tankers  to  some  of 
the  most  sophisticated  LNG  car- 
riers. Hyundai,  with 
more  than  30  R&D  centers,  working  togeth- 
er, creating  innovative  synergies, 
innovative  products. 


HYUNDAI 

Building  A  Better  World  Through  Innovative  Technology 


AND  TRANSPORTAT  lON.Rnd  out  how  Hyundai  can  help  you :  Hyundai  Corporation  K.P.O.  Box  92.  Seoul,  Korea.  Tel  +82-2-746-1873.  Fax  +82-2-741-2341 . 


Borden 


At  one  point  dur- 
ing the  meeting  a 
barrage  of  ques- 
tions from  angry 
shareholders  re- 
portedly goaded 
Tasco  to  snap:  "If 
anyone  wants  [my 
job]  they  can 
have  it." 


just  85  cents  in  current  assets  for  each  dollar 
in  current  liabilities,  including  commercial 
paper.  Its  book  value?  Negative  $530  mil- 
lion if  you  subtract  $790  million  in  good- 
will, which  is  greatly  overstated  given  the 
erosion  of  the  Borden  franchises. 

There  has  been  a  good  deal  of  fancy 
bookkeeping.  TMI  Associates  is  a  partner- 
ship Citibank  created  in  1991  to  get  debt 
off  Borden's  balance  sheet.  Borden  trans- 
ferred the  trademarks  of  some  of  its  best 
brands  to  TMI  in  1991  with  the  understand- 
ing that  tmi  would  lease  them  back  to 
Borden.  These  brands  include  Cracker 
Jack,  Cremora,  Wise  and  Elmer's  glue. 

Citibank  and  15  other  banks  received  a 
23%  interest  in  TMI  for  $500  million.  Al- 
though this  is  now  listed  on  Borden's  bal- 
ance sheet  as  a  minority  interest,  it  is  actually 
a  loan  to  Borden.  Last  year  the  company 
paid  almost  $41  million  on  the  stake.  Under 
Borden's  new  financing  agreement,  that 
cost  should  rise  substantially. 

The  TMI  deal  has  had  strict  covenants. 
When  Borden's  debt  rose  to  over  60%  of 
total  capitalization  in  late  1993,  it  violated 
one  ofTMl's  covenants,  and  the  bankers  had 
to  amend  the  deal,  no  doubt  for  a  fee. 

But  whatever  happens,  the  bankers  are 
well  protected.  The  new  $1.4  billion  bank 
facility  comes  due  in  early  1997,  weeks 
before  the  public  holders  of  Borden's  zero 


coupon  convertible  bonds  have  the  right  to 
demand  some  $300  million  in  cash  from  the 
company.  It's  doubtful  the  cash  will  be 
there  to  pay  the  public  creditors. 

Watching  all  this  with  a  growing  sense  of 
anticipation  is  Paul  Kazarian,  the  former 
Goldman,  Sachs  investment  banker  who 
turned  around  ailing,  bankrupt,  looted  Al- 
legheny International.  The  bankers  who 
controlled  the  company  did  not  know  what 
to  do  with  Allegheny's  potentially  valuable 
brands.  Kazarian  bludgeoned  them  into 
selling  him  their  claims  at  big  discounts, 
then  turned  the  company,  which  was  re- 
named Sunbeam-Oster,  spectacularly 
around.  His  Providence,  R.I. -based  Japoni- 
ca  Partners  and  its  backers  made  well  over 
$1  billion  on  the  deal.  After  a  dispute  with 
his  partners,  the  eccentric,  hard-driving  Ka- 
zarian was  fired  from  Sunbeam  in  early 
1993  and  eventually  walked  away  with 
$160  million.  No  doubt  he  would  like  to 
repeat  his  Allegheny  coup. 

A  shareholder  who  attended  Borden's 
annual  meeting  in  Morristown,  N.J.  on 
May  20  spotted  Kazarian  sitting  attentively, 
taking  notes.  At  one  point  during  the  meet- 
ing a  barrage  of  questions  from  angry  share- 
holders reportedly  goaded  Tasco  to  snap: 
"If  anyone  wants  [my  job]  they  can  have 
it."  Kazarian  said  nothing.  But  one  can 
guess  what  he  was  thinking.  Hi 


Japonica  Partners' 
Paul  Kazarian 
Has  he  got  a  cure 
for  sad, 
sick  Elsie? 
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YOU'RE  NOT  JUST 
LOOKING  FOR  AN 

FX  DEALER. 

YOU'RE  LOOKING  FOR  AN 

FX  PARTNER. 


YOU  WANT  A  BANK 

THAT  CAN  EXECUTE  THE 

SIMPLE  TRADES, 

AND  HELP  YOU  MANAGE  THE 

COMPLEX  ONES. 


For 


For  the  sixteenth  successive  year, 
Citibank  has  been  voted  No.  1  in  Foreign 
Exchange  in  the  Euromotiey  survey  of 
Corporate  CFOs,  Treasurers  and  Fund 
Managers,  Citibank  FX:  year  after  year, 
decade  after  decade,  voted  first  by  those 
who  matter. 


YOU  DON'T  WANT 

PAT  ANSWERS,  YOU  WANT 

INDIVIDUALIZED 

SOLUTIONS. 


FINANCIAL  EXECUTIVES 
HAVE  RECOGNIZED 
A  BANK  LIKE  THAT 

FOR  SIXTEEN 

YEARS  IN  A  ROW 


CITIBAN<0 


Even  in  the  caring, 
sharing  '90s,  you  can  still  use 
a  little  personal  space. 


After  all  the  time  you've  spent  raising  your  sensitivity  to  the  needs  of 
others,  you  could  probably  use  some  time  for  yourself.  Fortunately, 
the  all  new  Monte  Carlo  is  here.  It's  a  very  personal  space,  designed 
for  a  very  personal  fit.  It's  a  place  where  the  only  relationship  that 
matters  is  the  one  between  your  driving  instincts  and  a  car  engi- 
neered to  follow  them  unerringly.  Where  you  can  relax  undisturbed 
in  the  comfort  of  an  ergonomically  designed  driver's  seat,  within  an 
impeccably  designed  cabin.  Of  course,  you  could  decide  to  share  all 
this  with  someone  special.  But  that's  completely  up  to  you. 

The  New  JVlonte  Carlo 
dT~^3    Genuine  Chevrolet'" 


Is  there  a  formula  for  success?  Gillette's  Al  Zeien  has  come  close:  "We 
don't  sell  more  units  or  raise  prices;  we  earn  more  from  each  customer." 


"It's  my  favorite 
statistic" 


By  Rita  Koselka 

It  was  not  so  much  an  interview  as  it 
was  a  monologue.  The  Gillette  Co.'s 
Chairman  and  Chief  Executive  Alfred 
Zeien  (pronounced  Zane)  takes  a  seat 
on  the  couch  of  his  48th-floor  office 
in  the  Prudential  Tower  with  its  pan- 
oramic view  of  downtown  Boston  and 
its  harbor.  With  little  ceremony  he 
pulls  out  a  10-point  checklist  and 


begins  to  recite  details  of  his  plans,  his 
managers,  his  somewhat  idiosyncratic 
business  philosophy. 

When  he  had  finished,  amazingly, 
he  had  thoroughly  answered  many  of 
the  questions  we  had  intended  asking 
him.  After  that,  it  was  just  a  mopping- 
up  operation. 

Al  Zeien  knows  his  multinational 


company  inside  and  out.  And  running 
it  is  for  him  more  than  just  a  good  job. 
"Gillette  has  a  tradition  of  a  love  of 
products  and  respect  for  technolo- 
gy,1'' he  savs.  "From  technological 
advancements  derive  the  product  op- 
portunities. The  best  measure  of  a 
company  is  not  what  it's  accom- 
plished, but  how  well  it's  improved 
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THE  MOST  POWERFUL  PART 
OF  A  FALCON  JET 
IS  ONE  SIMPLE  IDEA: 

The  next  business  jet  you  acquire  for  your  company  should  do  everything  well. 


If  it  is  a  Falcon  Jet,  it  will. 

Leaving  narrow  superlatives  and  one-sided  claims 
to  others,  Falcon  Jet  pursues  the  idea  of  meticulously 
balanced  excellence -across  the  board.  Scoring  high  in 
every  key  category.  Scoring  low  in  none. 

For  example,  a  Falcon  Jet  is  always  fast,  yet  fuel  effi- 
cient. Trim,  yet  spacious.  As  remarkable  for  short-field 
capabilities  as  for  long  cruising  range.  Highly  advanced 
in  design,  yet  gratifyingly  low  in  operating  costs. 


The  result-honed  over  generations  of  leadership  in 
aviation  technology-is  a  more  versatile,  more  productive, 
more  efficient  business  jet.  Translating  over  the  miles 
and  years  to  a  more  satisfying  ownership  experience. 

After  all,  isn't  this  your  idea  of  a  business  jet,  too? 
To  learn  more,  contact  Gene  Rainville,  Senior  Vice 
President  Marketing,  at  201-967-2746. 

Falcon  Jet 

Teterboro,  New  Jersey  07608 


ma. 


z 


FALCON 

The  original  business  trijet-famed 
for  "long-rrips/short-trips"  versatility- 
with  record-breaking  performance  and 
proud  fighter  heritage. 


00000  00CH)0  0  0  ^_^__p^ 


FALCON 

^~)OOI3  (Shown  above.)  The  largest 
Falcon  offers  4000  nm  range  and  the 
best  cabin  in  corporate  aviation,  yet  costs 
less  to  operate  than  other  large-cabin  jets. 


FALCON 

2(300  ^ow  wfl'gbt  test->  tb's  remark- 
able widebody  twin  will  enter  service  in 
1994,  making  swift  and  comfortable  transcon- 
tinentalflight  an  affordable  reality. 


Gillette 


the  prospects  for  the  future.  I  think 
we've  been  able  to  do  that  pretty 
successfully." 

Well  said.  And  true.  It  is  obvious 
that  Zeien  has  been  thinking  about 
the  things  that  he  wanted  to  do  with 
Gillette  for  the  26  years  he  has  worked 
there,  although  he's  been  in  charge 
for  only  3. 

Earnings  for  the  first  half  of  the  year 
were  up  18%,  to  $326.2  million,  on  a 
13%  revenue  gain,  to  $2.8  billion. 
This  in  a  still  sluggish  market  for 
consumer  goods.  Over  the  past  five 
years  Gillette's  earnings  have  grown 
at  an  annual  rate  of  17%  on  sales 
growth  of  9%. 

Razors  and  blades,  of  course,  have 
led  the  way,  but  all  divisions  of  the 
$5.4  billion  (1993  revenues)  diversi- 
fied consumer  products  company  are 
doing  well.  Gillette  also  sells  personal 


care  products  like  deodorant  and 
shaving  cream,  as  well  as  pens,  tooth- 
brushes and  electric  appliances. 

Zeien  took  over  the  top  spot  in 
1991,  when  Chief  Executive  Colman 
Mockler  was  fatally  stricken  with  a 
heart  attack,  at  his  desk,  ten  months 
before  he  planned  to  retire.  Zeien's 
succession  had  not  been  announced 
but  had  been  thoroughly  planned. 
Even  with  the  talented  Mockler  gone, 
Gillette  didn't  miss  a  beat. 

After  fighting  off  three  bitter  take- 
over battles  in  the  late  Eighties, 
Mockler  had  tackled  the  job  of  pro- 
ducing the  kinds  of  results  that  would 
convince  shareholders — including 
white  knight  Warren  Buffett,  who 
controls  11%  of  the  shares — that  he 
had  served  them  well  in  preserving 
Gillette's  independence. 

Under  Mockler,  Gillette  had  intro- 


duced the  Sensor  razor,  an  astound- 
ing success.  Total  razor  and  blade 
sales  have  increased  an  impressive  54% 
in  the  U.S.,  and  71%  worldwide  since 
Sensor's  1990  introduction  in  what 
was  thought  to  be  a  mature  market. 
Profit  margins  fattened  nicely  as  cus- 
tomers moved  up  from  cheap  dispos- 
able razors  to  more  expensive  "shav- 
ing systems" — as  Gillette  calls  reus- 
able razors  like  TracII,  Atra,  Atra  Plus 
and  Sensor  razors.  "We  don't  sell  a  lot 
more  units  or  raise  prices  from  year  to 
year,  but  we  earn  more  from  each 
customer,"  explains  Zeien.  "I  keep 
that  number  in  the  upper-right-hand 
drawer  of  my  desk.  It's  my  favorite 
statistic."  Since  1990,  those  profits 
have  increased  30%. 

When  he  gazes  to  the  southeast 
from  his  tower  office  Al  Zeien  can  see 
Gillette's  South  Boston  plant — once 


Jacques  Lagarde, 
head  of  Gillette's 
Braun,  Oral-B  and 
Jafra  subsidiaries, 
with  Oral  B's  elec- 
tric toothbrush 
He's  applying 
Braun's  design 
skills  to  prod- 
ucts throughout 
the  company. 
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At  ITT  Sheraton,  you'll  find  desks  with 
phones,  morning  newspaper  delivery, 
coffee  makers,  and  exclusive  Club  Level 

STAY  AT  SOME  OF  THE 
WORLD'S  OEST  HOTELS 
AND  GET  A  CHANCE 
TO  STAY  AT  THE 
WORLD'S  OEST  RESORTS 


floors*  Plus,  you'll  be  able  to  stay  in 
touch  with  your  office  easily  by  using 
the  AT&T  Corporate  Calling  Card.  If  you 
don't  already  have  an  AT&T  Corporate 
Calling  Card,  call  1-800-682-1060  today 
to  order  one.  As  for  vacations,  join 
ITT  Sheraton  Club  International,  and 
you'll  quickly  earn  ClublVIiles  toward 
free  travel  and  hotel  stays  in  any  of 
our  world  class  resorts.  For  reser- 
vations, call  your  travel  professional 
or  ITT  Sheraton  mas 
at  1-800-325-3535.        SW^0  1111 


ATlT 


ITT 


Sheraton 


OUR  WORLD  REVOLVES  AROUND  YOD 

lust  a  few  of  the  ITT  Sheraton  properties  around  the  world:  South  America:  Sheraton  Buenos  Aires  Hotel  &  Towers,  Sheraton  San  Cristobal  Hotel  &  Towers,  Sheraton  Rio  Hotel 
ind  Towers  Mexico  &  Caribbean:  Sheraton  Maria  Isabel  Hotel  &  Towers,  Sheraton  Port  De  Plaisance  Resort  &  Casino  Canada:  Sheraton  Centre  Toronto  Hotel  &  Towers,  Le  Centre 
iiheraton  Hotel  &  Towers  Europe:  Sheraton  Park  Tower  Hotel,  l^ondon,  Sheraton  Brussels  Hotel  &  Towers  Asia:  Sheraton  Hong  Kong  Hotel  &  Towers,  Royal  Orchid  Hotel  &  Towers, 
Uangkok,  Sheraton  Grande  Tokyo  Bay  Hotel  &  Towers,  Sheraton  Fiji  Resort  "Available  at  most  ITT  Sheraton  hotels  in  major  U.S.  cities.  SCI  available  at  participating  properties  only. 
,  p  1 994  ITT  Sheraton  Corporation.  S 


Gillette 


Robert  Murray,  head  of 
Gillette's  North  Atlantic 
operations,  with 
the  men's  and  women's 
Sensor  razors 
He  went  to  the  board 
six  times  to  get  it  to  make 
the  largest  capital  com- 
mitment ever  for  the 
introduction  of  Sensor 
for  Women.  "It  was 
incredible." 


its  corporate  headquarters — where  its 
most  advanced  razors  and  blades  are 
now  made  and  the  next  generations  of 
shaving  products  are  being  developed 
in  its  research  laboratories. 

These  research  labs  are  to  Zeien  the 
very  heart  of  the  business  and  the  key 
to  its  future.  A  naval  engineer  by 
training  and  a  student  of  military 
strategy  by  avocation,  he  believes  in 
rapid  cycle  time — getting  there  first 
with  the  best,  to  paraphrase  the  old 
military  chestnut.  Gillette  introduced 
22  new  products  last  year  and  expects 
to  top  that  this  year.  Already  this  year 
Gillette  has  brought  out  a  new,  lower- 
priced  Flex  Control  electric  shaver 
(which  should  prove  irresistible  to 
men  since  it  looks  like  a  TV  remote 
control)  and  Oral-B  dental  floss. 

Why  are  new  products  so  important 
to  a  company  with  a  lock  on  the 
world's  shaving  market?  "We've  had 
annual  earnings  growth  of  17%  on 
sales  growth  of  only  9%,  by  changing 
to  a  more  profitable  product  mix," 
Zeien  explains.  "But  over  the  next 
five  years  it  will  be  difficult  to  repeat 
[that],  so  we  have  to  emphasize 
[sales]  growth." 

Like  a  lot  of  smart  managers,  Zeien 
sees  research  and  development  not  as 
a  cost  but  as  a  form  of  capital  invest- 
ment. "How  does  a  company  balance 
long-term  and  short-term  goals?"  he 
muses.  "I  have  been  searching  for  a 
number  of  years  to  reduce  it  to  nu- 
merical terms."  Zeien's  formula  is 
what  he  describes  as  "fifty-fifty."  This 
refers  to  a  relationship  between  oper- 
ating profit  and  R&D,  capital  expendi- 
tures and  advertising.  They  should  be 
roughly  equal.  "We're  spending  50% 
for  the  future  and  we're  giving  50%  to 
our  shareholders  today,"  says  he. 

From  the  outside,  what  Gillette 
does  seems  low  tech  and  hardly  re- 


quires lots  of  R&D  spending.  That 
outside  view  is  wrong.  To  produce 
the  Sensor,  Gillette  had  to  design  a 
laser  welder  capable  of  performing  the 
dozen  or  so  precise  welds  for  each 
spring- mounted  Sensor  blade  car- 
tridge. That  welder  also  had  to  be  able 
to  repeat  the  task  equally  well  for  tens 
of  thousands  of  blades  a  day.  Such 
proprietary  technology  is  too  expen- 
sive for  others  to  match,  all  but  pre- 
cluding serious  competition. 

This  same  massive  R&D  capability 
serves  the  company  well  in  its  other 
business.  Gillette's  Braun  unit,  which 
makes  household  appliances  and  elec- 
tric razors,  spent  months  studying 
what  makes  coffee  flavors  different 
from  one  another.  Its  new  coffee- 
maker,  called  the  FlavorSelect,  allows 
you  to  select  where  the  water  will  flow 
through  the  coffee  grounds  and  how 


long  it  will  have  contact  with  them, 
thus  controlling  the  bitterness  or  ro- 
bustness of  the  coffee  flavor. 

Gillette's  spate  of  new  products — 
including  the  new  coffeemaker,  a 
$200  Flex  Control  electric  razor,  the 
Sensor  razor  and  a  host  of  new  dental 
care  products  from  Oral-B — have 
added  more  than  $500  million  in  sales 
since  1990. 

As  with  shaving  systems,  Gillette 
tries,  with  new  products,  to  move 
customers  up  in  value  rather  than  to 
force  prices  down.  Braun  introduced 
the  Flex  Control  electric  razor  for 
$200  in  Japan  and  Europe  in  1991, 
well  above  the  $70  razors  in  the  upper 
end  of  the  market.  It  has  a  pivoting 
head  that  adjusts  its  angle  to  a  man's 
facial  contours.  "We're  not  trying  to 
kill  the  competition  on  price;  we're 
trying  to  create  a  profit,"  asserts 
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As  the  financial  advisor  to  United  Airlines'  ESOP, 
we  salute  the  company,  its  employees,  unions  and  their  advisors 
for  completing  this  historic  transaction. 


Houlihan  Lokey  Howard  &  Zukin 


A    SPECIALTY    INVESTMENT    BANKING  FIRM 


(800)  788-5300 


LOS  ANGELES    NEW  YORK    CHICAGO    SAN  FRANCISCO    MINNEAPOLIS    WA  S  H  I  N  G  TO  N  ,  D.  C  .  TORONTO 


SPECIAL  ADVERTISING  SUPPLEMENT 


Roosevelt  Dam  supplies  Greater  Phoenix  with  abundant  water  resources. 


GREATER  PHOENIX:  POSITIONED  FOR  BUSINESS  GROWTH 


The  economic  engine  of  Greater  Phoenix  is  turning 
stronger  than  ever. .  .Population  tripling  in  the  past  two 
decades,  creating  a  spirited  urban  area  of  2.2  million 
people.  Job  creation  leading  the  nation  for  27  of  the  last  30 
years.  Businesses  expanding  into  the  region  at  a  record  pace. 

Fueling  this  growth  is  Greater  Phoenix's  dynamic 
corporate  sector.  Companies  like  Motorola,  which  set  up  shop 
with  five  employees  in  a  small  lab  barely  four  decades  ago,  is 
Arizona's  largest  private  employer  (with  a  staff  of  20,000-plus) 
and  the  headquarters  of  its  important  Semiconductor  Products 
Sector. 

And  Intel,  which  opened  its  first  Greater  Phoenix  operation 
less  than  15  years  ago,  today  employs  more  than  4,300.  This 
spring,  Intel  began  construction  of  the  largest  new  manufac- 
turing plant  in  North  America — a  mammoth,  $1.3  billion  facility 

to  produce  microprocessors. 
Bottom  line:  2,000  new  jobs 
for  Greater  Phoenix. 

The  Motorola  and  Intel 
stories  are  far  from  isolated. 
High-tech  fields — scientific 
instrumentation,  aerospace, 
electronic  components, 
telecommunications  and 
computers — account  for 
50%  of  the  manufacturing 
jobs  in  Phoenix  (vs.  16% 
nationally).  These  industries 
find  a  high-caliber  work 
force  in  Greater  Phoenix 
because  of  the  constant  influx  of  well-educated  young  people. 
Employment  in  Arizona  grew  47%  during  the  last  decade— 
third-fastest  in  the  nation. 

These  skilled  workers  are  drawn  to  Greater  Phoenix  by 
qualify  employers,  an  extraordinarily  diverse  economy,  low 
living  costs  and  high  'ivability. 


1% 

m  m  in  i. 

Downtown  Phoenix  skyline 


Phoenix  Sky  Harbor  International  Airport 
is  the  nation's  twelfth-busiest  airport. 


MOVING  TO  BUSINESS  PROMINENCE 

Supporting  Greater  Phoenix's  rise  to  prominence  as  a 
business  center  is  a  highly  advanced  fiber  optics  network,  a 
new  and  expanding  network  of  freeways,  an  efficient  mail 
system,  and  a  new  $400  million  airport  terminal.  The  terminal 
is  the  gateway  to  the  nation's  twelfth-busiest  airport,  served 
by  more  than  15  major  airlines  and  50  air  cargo  firms,  making 
Greater  Phoenix  one 
of  America's  most 
accessible  regions. 

Combine  these 
factors  with  Arizona's 
favorable  operating 
costs,  abundance  of 
developable  land, 
and  pro-business 
environment,  and  it's 
easy  to  understand 
why  Greater  Phoenix  has  become  one  of  the  nation's  prime 
business  locations  and  home  to  leading  corporations  like  Phelps 
Dodge,  Dial,  Circle  K,  Karsten/Ping,  McDonnell  Douglas 
Helicopter,  and  American  Express  Travel  Related  Services. 

PLENTIFUL  RESOURCES  SUPPORT  GROWTH 

The  unique  assets  of  Greater  Phoenix  assure  the  region's 
continued  growth  for  the  foreseeable  future.  Renewable  sources 
replenish  the  Valley's  major  water  supplies,  assuring  vast 
groundwater  reserves  for  many  generations  to  come.  Water 
sources  include  the  bountiful  Colorado  River,  groundwater 
aquifers  and  six  Salt  River  Project  reservoirs  fed  by  a  watershed 
that  is  larger  than  Massachusetts  and  Rhode  Island  combined. 

Whether  it's  water  or  wafers  for  making  computer  chips, 
Greater  Phoenix  offers  businesses  the  tools  they  need  to 
thrive  and  prosper.  To  find  out  if  your  business  belongs  in 
Greater  Phoenix,  call  the  Greater  Phoenix  Economic  Council 
at  1-800421-GPEC  (1-800-421-4732). 


For  higher  profits, 
send  your  ousiness  our  way. 


To  keep  your  profits  on  the  rise,  consider  ex- 
panding your  company  into  Greater  Phoenix.  Scores 
of  companies  are  discovering  Arizona's  favorable 
business  climate,  its  competitive  operating  costs  and 
reasonable  regulatory  and  tax  environment. 

Conveniently  accessible  to  California,  Mexico 
and  the  rest  of  the  southwestern  United  States, 
Greater  Phoenix  has  become  one  of  the  fastest 
growing  regions  in  the  country  and  is  now  the  18th- 
largest  metropolitan  area. 

Greater  Phoenix  has  one  of  the  most  diverse 
economies  in  the  nation:  from  high-tech  manufactur- 
ers like  Intel,  Motorola,  Honeywell  and  McDonnell 


Douglas,  to  customer  specialists  like  American 
Express,  AT&T,  Charles  Schwab  and  Mayo  Clinic. 

Greater  Phoenix  is  a  clean,  modern,  dynamic 
region  with  the  resources  and  commitment  to  con- 
tinue growing  and  supporting  its  business  base. 

To  find  out  how  location  in  Greater  Phoenix  can 
be  the  right  move  for  your  company,  call  the  Greater 
Phoenix  Economic  Council  at  1 -800-42 1-GPEC. 


Greater  Phoenix 


ECONOMIC  COUNCIL 


We'll  point  your  business  in  the  right  direction. 


Phoenix       Mesa      Glendale     Tempe      Scottsdale      Chandler       Peoria       Gilbert      Fountain  Hills 
Surprise  s  Goodyear  a  Buckeye   i   Litchfield  Park       El  Mirage      Maricopa  County  Government 


Gillette 

Stationery 

products 

group  chief 

Joel  Davis, 

with  Waterman  pen 

"Nobody  has  my 

product  line, 

nobody  has  my 

geography,  nobody 

can  advertise  as 

much  as  I  can." 


Jacques  Lagarde,  a  Frenchman  now 
responsible  for  Braun  and  Oral-B. 
"We  forced  competitors  to  follow  us 
in  this  price  segment  and  now  every- 
body's actually  making  more  money. 
That's  the  name  of  the  game." 

The  new  products  also  show  a  good 
interplay  between  strengths  of  the 
different  divisions.  A  new  electric 
toothbrush  from  Braun  and  Oral-B 
and  the  new  Sensor  Excel  razor  both 
have  the  popular  rubber  grip  devel- 
oped for  the  pen  group's  Flexgrip 
pen.  Braun  designed  the  packaging 
for  the  Jafra  line  of  cosmetics. 

For  all  its  success  in  dominating  the 
men's  shaving  market,  Gillette  had 
been  mediocre  at  best  in  catering  to 
the  women's  market.  R&D  eventually 
took  care  of  that.  Gillette's  women's 
disposable  razor  was  just  a  pink  ver- 
sion of  the  blue  razor  for  men.  In 


Sensor  for  Women,  introduced  in 
1992,  Gillette  for  the  first  time  de- 
signed a  product  specifically  for  wom- 
en. It  spent  nine  months  talking  to 
women  about  what  they  needed  from 
a  razor.  Among  the  findings:  The 
handles  of  men's  razors  tend  to  slip  in 
the  hand  in  a  bath  or  shower,  where 
women  shave  most  often,  and  are 
difficult  to  maneuver  over  curved  sur- 
faces or  when  bending  around  the  leg. 

Out  of  this  research  came  a  radically 
new  razor.  It  has  a  broad,  ridged 
handle  that  fits  into  the  palm  of  the 
hand  to  be  more  comfortable  for 
women  to  use  all  around  the  leg 
without  slippage  and  a  broad  lubri- 
cant strip  impregnated  with  Aloe  to 
leave  a  satiny  feel  on  the  skin.  The 
main  thing  it  has  in  common  with  the 
men's  Sensor  is  the  patented  pivoting 
blade  cartridge. 


High-tech  research  and  develop- 
ment? You  bet. 

Robert  Murray  heads  Gillette's  ra- 
zor and  blade  business.  He  describes 
the  payoff  from  this  new  product 
introduction:  "We  asked  the  board 
for  the  capital  to  produce  6  million 
razors  [annually].  Then  we  did  more 
research  and  said  we  better  have  12 
million.  I  visited  the  board  four  more 
times  before  we  introduced  it — with 
capacity  for  30  million  razors  a  year." 

And  he  will  need  every  bit  of  it. 
Sales  of  Sensor  for  Women  in  the  first 
18  months  almost  matched  those  of 
Sensor  for  men  for  the  same  period, 
1 1  million  to  12  million,  putting  a  big 
dent  in  the  disposable  market. 

The  potential  is  scarcely  dented: 
The  product  has  reached  barely  10% 
of  the  U.S.  female  population. 

That  preliminary  research  for  the 
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At  Phillips  Petroleum ,  we're  helping  protect 
as  well  as  restore  endangered  wetlands  in  a 
number  of  South  Central  and  Southwestern 
states.  Known  as  playa  lakes,  they're  being 
used  to  furnish  winter  homes  each  year  for 
approximately  15  million  migratory  birds. 

It's  an  investment  that  provides  them  food 


beauty  of  the  environment.  And  even  though 
the  investment  we've  made  in  these  playa 
lakes  will  never  produce  a  financial  return, 
it's  still  rich  in  reward  for  all  of  us.  That's  what 
it  means  to  be  the  performance  company  <MS& 
PHILLIPS  PETROLEUM  COMPANY  (£6) 


Every  year,  one  of  our 
investments  has  an  average 
return  of  ]5  million. 


Gillette 


women's  product  yielded  a  fascinat- 
ing sociological  nugget  that  holds  out 
even  better  prospects  for  the  future. 
The  researchers  found  that  men  who 
cut  themselves  shaving  blame  the 
blade  and  throw  it  out.  Women,  by 
contrast,  blame  themselves. 

It  is  a  measure  of  how  seriously 
Gillette  takes  its  product  that  this 
finding  was  presented  straight-faced 
at  a  press  conference,  where  even 
some  women  in  the  audience  burst 
out  laughing.  But  for  Gillette  this  was 
no  laughing  matter.  It  told  its  execu- 
tives that  women  would  be  less  prone 
than  men  to  change  blades  when  they 
no  longer  yielded  satisfactory  results. 
Getting  them  to  do  so  is  now  part  of 
Gillette's  marketing  plan. 

The  men's  Sensor  is  now  being 
superseded  by  the  Sensor  Excel,  with 
many  new  features.  Introduced  in 


Europe  late  last  year,  its  major  innova- 
tion is  a  pair  of  rubber  flippers  under 
the  cartridge  that  raise  beard  bristles 
for  an  even  closer  shave.  The  Excel 
will  be  introduced  in  the  U.S.  this  fall. 
Can  an  improved  Sensor  for  Women 
be  far  behind?  "What  do  you  think?" 
Murray  asks  archly. 

To  the  southeast  from  Zeien's  high 
office  window  lies  the  facility  that 
made  all  this  possible.  To  the  east 
from  that  same  office,  beyond  Boston 
Harbor,  is  the  broad  Atlantic — and 
the  other  key  to  Gillette's  future,  the 
developing  nations  of  Africa  and  Asia, 
as  well  as  Central  and  Eastern  Europe. 
With  hundreds  of  millions  of  new 
middle-class  consumers  emerging  in 
places  like  China,  India  and  Eastern 
Europe,  the  market  for  Gillette's  ra- 
zors is  growing  dramatically. 

Gillette  sells  33%  of  the  20  billion 


blades  sold  annually  throughout  the 
world.  It  recently  opened  a  blade 
factory  in  Shanghai  and  has  joint  ven- 
ture agreements  in  Russia  and  Po- 
land, contributing  over  $60  million  in 
sales  for  only  the  second  half  of  1 99  3 . 

Most  of  these  markets  have  local 
manufacturers  of  double-edged 
blades.  Gillette's  marketing  tech- 
nique against  them  is  simple:  It  offers 
a  better  double-edged  blade  and  then 
tries  to  upgrade  the  customers  to 
razors  with  twin- blade  cartridges,  giv- 
ing the  company  a  penny  more  profit 
margin  per  blade. 

Gillette  goes  into  a  new  market 
often  with  a  local  partner  and  builds  a 
distribution  network  and  manufac- 
turing capability.  First  come  the 
blades.  "This  came  down  as  the  11th 
commandment,"  intones  Michael 
Hawley,  the  company's  head  of  oper- 
ations outside  of  North  America  and 
western  Europe.  Besides  being  the 
company's  bread  and  butter,  the  ra- 
zor products  are  easy  for  consumers 
to  understand,  and  they  quickly  build 
an  extensive  distribution  system. 

Don't  try  telling  Gillette  that  each 
market  needs  a  product  specifically 
tailored  to  that  market.  That  isn't 
what  Gillette  is  all  about.  Gillette  is 
about  selling  a  universal  product. 
"Selling  soup  all  over  the  world 
doesn't  make  you  a  global  company,  if 
you  are  not  selling  the  same  soup  in 
New  York  as  in  Paris,"  says  Zeien.  "I 
may  sell  more  of  these  in  Indonesia 
and  more  of  these  in  Kalamazoo,  but 
I'm  going  to  sell  the  same  palette  of 
products,  made  in  the  same  factory 
from  employees  of  the  same  training 
program."  No  surprise  that  Warren 
Buffett,  the  man  who  is  such  an  en- 
thusistic  Coca-Cola  shareholder, 
should  be  an  equally  enthusiastic 
shareholder  of  Gillette. 


Head  of  Gillette's 
international  group 
Michael  Hawley 
"It  came  down 
as  the  11th  com- 
mandment: Thou 
shalt  sell  razors 
and  blades." 
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When  the  designer  in 
LA.  showed  his  collection 
via  computer  to  the  buyer 
in  D.C.,  he  reworked  each 
piece  until  he  saw  her  smile. 


Now  you  can,  too. 


Introducing  AT&T  WorldWorx™  Solutions: 
video,  voice  and  instantaneous  data 
sharing. 

It's  simple  to  use.  It's  affordable.  And 
it  enables  you  to  AKcF 
collaborate  on  every-  ADVANIXGE 
thing  from  spreadsheets  to  word  process- 
ing to  design.  Because  you'll  not  only  see 
and  hear  each  other,  you'll  be  able  to 
work  on  the  same  document  at  the  same 


time,  just  as  if  you  were  sitting  next  to 
each  other  instead  of  across  the  country. 
So  you'll  be  able  to  save  time  and  make 
decisions  faster.  Which  could  be  the  busi- 
ness advantage  you've  been  waiting  for. 

So  whatever  your  business,  find  out 
how  AT&T  WorldWorx  Solutions  can  help 
you  transform  the  way  you  work  with  other 
people.   

Just  call  us  at 


1  800  828-WORX. 


AW  WorldWorx™  Solutions. 
Changing  the  way  people  work.. .together. 

AT&T 


©  1994  AT&T 

WorldWorx  is  a  trademark  of  AT&T 


President 
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TOTAL  ANNUAL  RETURN 

FOR  THE  PERIOD  ENDING  7/31/9' 
&  MORNINGSTAR  RATINGS 


Berger 
100  Fund 


1  Year 
-0.5% 


3  Years 
14.0% 


5  Years 
17.8% 
★★★★★ 


10  Years 
18.0% 
★★★★ 


15  Years 
16.0% 


193A  Years ft 
14.9% 


1  Year 
6.0% 


3  Years 
13.7% 


5  Years 
13.3% 
★*★★* 


10  Years 
13.1% 
★★★ 


15  Years 
12.8% 


193A  Years  n 
13.6% 


tMorningstar  proprietary  ratings 
reflect  historical  risk-adjusted  per- 
formance as  of  7/31/94.  The  ratings 
are  subject  to  change  every  month.| 
Morningstar  ratings  are  calculated 
from  the  funds'  three-,  five-  and 
ten-year  average  annual  returns  in 
excess  of  90-day  Treasury  bill 
returns  with  appropriate  fee  adjust- 
ments and  a  risk  factor  that  reflects: 
fund  performance  below  90-day 
T-bill  returns.  1,068  equity  funds 
were  rated:  10%  of  the  funds  in  an 
investment  category  receive  five 
stars,  22.5%  receive  four  stars  andi 
35%  earn  three  stars.  Overall  rating 
is  a  weighted  average  of  the  funds] 
three-,  five-  and  ten-year  ratings. 
nBerger  Associates  assumed 
management  of  the  Funds  9/30/74.' 


■  1  — :  

experienced  vlew  on 

Current  Market  Volatility. 


In  over  40  years  of  managing 
other  peoples  money,  I've 
seen  my  share  of  bull  and 
bear  markets.  And  I've  learned 
that  a  volatile  market  can  offer 
opportunities  for  the  wise  investor. 

I  believe  one  way  to  take 
advantage  of  these  opportunities 
is  to  invest  in  a  mutual  fund 
that  owns  shares  of  profitable, 
successful  companies  because 
they  are  most  likely  to  become 
profitable,  successful  invest- 
ments. The  Berger  Funds  have 
adhered  to  this  common-sense 
philosophy  for  over  19  years. 
The  charts  to  the  right  show 
just  how  well  it  has  served 
our  investors.  And  while  past 
performance  does  not  assure 
future  results,  we  believe  it  is 
a  good  indicator. 

Both  the  Berger  100  Fund  (a 
growth  fund)  and  the  Berger  101 
Fund  (a  growth  and  income 
fund)  have  earned  four  stars  over- 
all from  Morningstar.t  Both  can 
help  investors  work  toward  their 
long-term  goals -even  in  a 
changing  market.  So  consider  the 
Berger  Funds  today.  Because  in 
my  experience,  your  biggest  risk  is 
not  investing  for  your  future  at  all. 


Results  of  a  hypothetical  $10,000  investment  in  the  Berger  100  Fund 
through  7  bull  and  7  bear  markets. 


From  September  30,1974  thru  June  30,1994 


Total  Value  (assuming  reinvestment  of  dividends  &  capital  gains) 

$150,800 


Results  of  a  hypothetical  $10,000  investment  in  the  Berger  101  Fund 
through  7  bull  and  7  bear  markets. 


From  September  30,1974  thru  June  30,1994 


$160,000 


$80,000 


$40,000 


$20,000 


Total  Value  (assuming  reinvestment  of  dividends  &  capital  gains) 

$121,657 


It's  no  fun  when  the  market  drops,  but  be 
I  patient  and  don't  panic.  Time  works  in  favor 
of  the  long-term  investor.  ' 


Open  an  account  with  as  little  as  $250. 

Please  call  (800)3334001 

for  a  prospectus  containing  more  complete 
information  including  management  fees,  charges  and 
expenses.  Read  it  carefully  before  investing. 


Together  we  can  move  mountains.5' 


The  figures  in  the  charts  represent  past  performance  and  do  not  guarantee  future  results. 
These  performance  figures  include  changes  in  share  price  and  reinvestment  of  dividends 
and  capital  gains,  which  will  fluctuate  so  that  shares,  when  redeemed,  may  be  worth 
more  or  less  than  their  original  cost.  The  figures  include  the  deduction  of  12b-1  fees 
beginning  in  June  1990. 

©  1994  Berger  Associates,  Inc.  FOR  91294 


Gillette 


The  product  is  universal,  but  some 
of  the  packaging  and  ways  of  selling 
are  customized.  "In  Russia  we're  sell- 
ing a  lot  of  Sensor  razors,  which  cost 
almost  a  month's  pay,  but  we're 
stalled  on  the  cartridges,"  says  Haw- 
ley.  After  looking  into  it,  he  thinks 
that  the  razors  are  being  given  as  gifts, 
but  that  people  are  then  too  cash- 
strapped  to  buy  the  expensive  five- 
cartridge  pack  of  replacement  blades. 

Solution:  Hawley's  Russian  group 
is  trying  out  single-cartridge  packets. 
That  worked  in  Latin  America,  and 
Hawley  thinks  it  will  in  Russia.  Says 
Hawley:  "We  can  pull  together  peo- 
ple who  have  dealt  with  this  problem 
or  something  analogous,  whether 
from  Brazil  or  wherever." 

What  kind  of  people  does  it  take  to 
run  a  company  like  this?  Most  of 
Gillette's  managers,  including  Zeien 
and  Murray,  have  spent  time  abroad, 
or  in  the  company's  other  divisions 
such  as  Braun  appliances  or  Oral-B 
dental  care  products.  All  of  them 
know  each  other  well,  having  once 
worked  together  in  Singapore,  say,  or 
been  colleagues  at  Paper  Mate. 

"The  real  difference  between 
Procter  and  General  Foods  and  us  is 
that  we're  more  flexible  with  our  peo- 
ple," muses  Joel  Davis,  a  19-year 
veteran  who  is  in  charge  of  the  statio- 
nery products  group.  Thus  Zeien 
headed  Braun,  built  it  into  a  power- 
house for  electrical  appliances  and 
then  became  chief  of  technical  opera- 
tions for  Gillette. 

Davis  reflects,  a  bit  ruefully:  "If 
anything,  before  the  Revlon  takeover 
attempts  [in  1986  and  1987],  we 
were  probably  too  collegial." 

Zeien  believes  strongly  in  the  Gil- 
lette tradition  of  interchangeable 
management,  although  his  style  is 
much  different  than  former  chairman 
Mockler's.  Says  Joseph  Mullaney,  vice 
chairman  and  chief  counsel:  "Colman 
was  a  consensus  builder,  whereas  Al  is 
more  top  down.  Colman  was  very 
reserved.  Al  is  more  gregarious." 

The  shared  experience  does  more 
than  make  for  pleasant  working  con- 
ditions. It  also  has  given  Gillette  a  rare 
ability  to  make  very  different  products 
work  together.  Braun  is  a  leading 
maker  of  electric  razors  and  other 
electric  appliances,  with  design  so  re- 
nowned that  a  dozen  of  its  products 
are  permanent  exhibits  at  New  York's 


Museum  of  Modern  Art.  Gillette's 
pen  business  is  the  world's  largest, 
with  Paper  Mate,  Waterman  and  now 
Parker  Pen.  Oral-B  is  the  nation's 
leading  brand  of  toothbrush. 

What  do  these  products  have  in 
common?  A  common  distribution 
system  that  creates — we  dislike  the 
term  but  it  works  here — synergy. 
"With  blades,  as  we  move  around  the 


Model  demonstrating  the  Sensor  for  Women 
It  fits  the  palm  for  ease  and  comfort. 


world,  we  don't  have  to  invent  the 
category,"  explains  Zeien.  "All  we 
have  to  do  is  offer  a  better  product, 
more  efficiently  produced.  Then  we 
come  in  with  the  next  product  catego- 
ry, such  as  toiletries  or  Oral-B,  and  the 
blade  business  gets  very  profitable." 

Particularly  in  its  smaller  markets, 
Gillette  can  use  the  same  warehousing 
systems,  the  same  trucks  and  often  the 
same  salespeople  to  handle  all  of  its 
different  lines.  "If  we  took  those 
product  lines  out  of  the  Gillette 
world,  the  blade  business  profitability 
would  sink  like  a  rock,"  Zeien  says. 
But  in  blending  such  disparate  busi- 
nesses it  helps  a  lot  to  have  executives 
who  have  moved  among  the  divisions 
and  who  speak  the  same  management 
language. 

The  division  that  most  needed  help 
was  stationery.  Gillette  bought  Paper 
Mate  in  1955  and  did  well  with  it  for 
years,   but  eventually  competition 


took  most  of  the  profit  out  of  the 
market  for  disposable  writing  instru- 
ments. Gillette  moved  into  higher- 
margined  writing  instruments  with 
the  1986  purchase  of  Waterman,  a 
rather  small  player. 

But  last  year's  $458  million  pur- 
chase of  Parker  Pen,  with  $300  mil- 
lion in  sales  and  a  20%  profit  margin 
now  gives  Gillette  a  broad  line.  It  also 
helps  spread  the  cost  of  distribution 
over  far  more  volume  and  brings 
down  some  manufacturing  costs.  The 
Waterman  enameling  process  will  be 
used  for  Parker,  and  Parker's  strength 
in  the  corporate  gift  market,  where  it 
gets  25%  of  sales,  will  be  valuable  for 
Waterman.  Division  president  Joel 
Davis  has  reorganized  the  stationery 
sales  force  on  an  account,  instead  of  a 
product,  basis,  so  Gillette  will  have 
greater  clout  when  it  comes  to  pro- 
motions with  distributors. 

"What  I'm  trying  to  do  is  create  a 
sustainable  competitive  advantage 
that  cannot  be  easily  duplicated  by 
our  competitors,"  explains  Davis. 
"Nobody  is  as  big  as  me,  nobody  has 
the  product  line  like  mine,  nobody 
has  the  geography  that  I  do,  nobody 
can  spend  as  much  on  advertising." 

In  toiletries,  Gillette  last  year 
launched  the  Gillette  Series  of  men's 
grooming  products  such  as  shaving 
creams,  deodorants  and  aftershaves. 
So  far  sales  are  up  17%,  adding  $140 
million  to  the  $1  billion  division. 

But  the  blade  business  is  what 
makes  all  the  rest  possible,  and  it  is  to 
the  blade  business  that  Zeien  pays 
closest  attention.  So  we  had  a  ques- 
tion for  him:  House  brands  are  taking 
business  and  squeezing  profits  in 
many  products  similar  to  razor  blades. 
Won't  the  same  thing  happen  to 
blades?  Zeien  pointed  out  that  this 
would  be  likely  to  happen  only  if 
Gillette  blades  were  significantly 
more  expensive  than  brand  X  of  the 
same  quality.  "In  each  of  our  product 
categories  we  keep  a  market  basket. 
For  the  blade  business  it  includes  the 
daily  newspaper,  a  candy  bar,  a  bottle 
of  Coke  and  15  to  20  other  items. 

"People  don't  remember  what 
they  spent  two  years  ago  for  some- 
thing, but  they  remember  if  it's  now 
more  expensive  than  a  Coke  and 
wasn't  before.  We  make  sure  we  price 
our  products  below  the  average  in- 
crease for  the  basket."  H 
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Assume  this  is  a  business  risk  worth  taking. 


First,  lets  discuss  parachutes. 

Before  business  leaps  at  opportunity,  it 
must  be  equipped  to  handle  risk. 

Which  is  why  many  of  the  top  500  corpo- 
rations in  North  America  turn  to  Union  Bank 
of  Switzerland  as  a  leading  financial  resource. 

As  one  of  the  world's  largest  banks,  and 
arguably  the  strongest,  we  apply  our  Triple-A 
rated  strength  in  ways  that  are  impressive. 

Our  global  perspective  and  breadth  of 


capabilities  are  impressive,  too.  Because  the 
UBS  network  offers  the  full  range  of  on-  and 
off-balance  sheet  solutions  to  sourcing 
capital  both  here  and  abroad. 

For  a  bank  equipped  to  support  your 
efforts  in  North  America  as  well  as  outside 
of  it,  depend  on  Union  Bank  of  Switzerland. 

We'll  be  there  to  help  you  land  safely  on 
your  feet. 


As  global  as  business  itself. 


In  the  U.S.,  UBS  operates  through  various  branches  and  subsidiaries  with  headquarters  at  299  Park  Avenue,  New  York,  NY  19171 
Other  offices  in  North  America:  Chicago,  Houston,  Los  Angeles,  San  Francisco,  Toronto,  Montreal 


The  Korean  people  cannot  live  divided  forever. 

—South  Korean  President  Kim  Young-sam  . 
in  a  speech  on  Aug.  15,  National  Liberation  Day 

"We  want  [North  Korean  President]  Kim  Jong-i 
to  stay  in  power,  even  if  we  don't  like  him." 

— Park  Jin,  an  economist  at  Seoul's 
influential  Korea  Development  Institute 

A  Korean  deal 


emerges 


By  Damon  Darlin 


In  the  TWO  seemingly  contradictory 
statements  at  left,  you  have  the  main 
problem  faced  by  South  Korea  today, 
and  its  likely  solution.  The  problem  is 
how  South  Korea  can  bail  out  the 
North  without  running  up  the  kind  of 
reunification  costs  West  Germany  took 
on  when  it  rescued  East  Germany  in 
1990.  The  solution?  Delaying  reunifi- 
cation for  a  few  years  by  supporting 
Kim  Jong-il  with  economic  and  tech- 
nological aid. 

North  Korea  has  a  population  of  22 
million,  only  slightly  more  than  East 
Germany  had;  like  East  Germany,  the 
North's  economy  is  a  shambles.  Resi- 
dents in  the  countryside,  for  example, 
are  now  told  to  eat  only  two  meals  a 
day.  Per  capita,  North  Koreans  earn  an 
eighth  of  what  South  Koreans  do,  and 
the  gap  is  growing  rapidly  (see  chart). 

Where  their  success  makes  South 


South  Koreans  watch  funeral  coverage  of  North  Korea's  "Great  Leader" 

Most  of  the  anxiety  in  Seoul  is  over  an  economic  collapse  in  the  North. 
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Koreans  proud,  the  gap  be- 
tween North  and  South  also 
makes  them  worry.  If  the 
North's  economy  were  to 
collapse  in  a  sudden  heap, 
millions  of  northerners 
would  flee  south,  destabiliz- 
ing South  Korea  just  as  it  is 
emerging  as  a  full-fledged 
member — politically  as  well 
as  economically — of  the  in- 
dustrialized world.  Putting 
the  two  Koreas  back  togeth- 
er  overnight  the  way  West 
Germany  took  over  East 
Germany  would  cost  Seoul 
over  $500  billion.  At  this 
point  in  its  development,  it's 
doubtful  whether  South  Ko- 
rea could  foot  such  a  bill. 

Seoul's  talented  economic 
technocrats,  many  of  whom 
helped  lay  the  foundation  for 
South  Korea's  spectacular 
growth  during  the  1970s 
and  1980s,  are  already  hard 
at  work  on  the  reunification 
problem.  "We'll  use  the 
same  strategy  that  we  used  in 
the  1960s  to  build  our  econ- 
omy," says  the  Korea  Devel- 
opment Institute's  Park  Jin. 

In  effect,  Seoul  (in  concert 
with  Washington)  is  work-  WBBKB 
ing  out  a  deal  with  Pyong- 
yang that  goes  like  this: 
South  Korea  will  extend  fi- 
nancial aid  to  North  Korea  and  encour- 
age its  businessmen  to  start  investing 
there,  thus  slowly  improving  the 
northerners'  standard  of  living  and 
helping  Kim  Jong-il  to  secure  his  hold 
on  office.  Right  now  Seoul  is  preparing 
to  finance  most  of  a  $4  billion  nuclear 
power  reactor  in  the  North,  if  Wash- 
ington approves  the  project  and  if- — the 
big  if- — North  Korea  freezes  its  nuclear 
weapons  program  and  allows  inspec- 
tions of  sites  where  fuel  may  be  stored. 
Reliable  supplies  of  electricity  are  neces- 
sary before  significant  investment  can 
take  place  in  the  North. 

In  return  for  Seoul's  aid,  Kim  Jong-il 
will  use  his  army  to  keep  the  North 
Koreans  on  their  side  of  the  border, 
which  will  remain  closed  for  the  next 
several  years  This  is  the  only  way  Seoul 
can  delay  the  enormous  cost  of  bring- 
ing the  North  Koreans  up  to  the 
SoutiVs  standard  of  living  overnight. 

By  keeping  the  Korean  peninsula 


South  Korea: 
Strong  and 
getting 
stronger 


North  Korea 

South  Korea 

Population 

22.6  million 

44.1  million 

GNP 

$20.5  billion 

$328.7  billion 

Per  capita  GNP 

$904 

$7,466 

Economic  growth 

-4.3% 

5.6% 

External  debt 

$10.3  billion 

$44.1  billion 

As  %  of  GNP 

50.3% 

13.4% 

Military  spending 

$5.6  billion 

$11.9  billion 

As  %  of  GNP 

27.4% 

3.6% 

As  %  of  govt  budget 

30% 

25.1% 

Iron  ore  production 

476.3  million  tons 

21.9  million  tons 

Steel  production 

186  million  tons 

3.3  billion  tons 

Cement  production 

398  million  tons 

4.7  billion  tons 

Textile  production 

1.9  million  tons 

60.4  million  tons 

Source:  Korea  Development  Institute,  1 993  figures. 

The  gap  between  the  Koreas  is  widening 
because  the  North  spends  heavily  on  its 
military  and  has  fewer  factories. 


partitioned  for  a  few  more  years,  Seoul 
hopes  to  grow  its  way  out  of  the  reunifi- 
cation problem.  South  Korea's  gross 
national  product  of  $329  billion  is 
currently  16  times  bigger  than  North 
Korea's  (see  chart).  Next  year  it  will  be 
20  times  bigger,  because  the  South's 
economy  is  expanding  at  a  healthy  8% 
rate  while  the  North's  is  shrinking  at  a 
4%-plus  clip. 

By  the  end  of  the  decade  South 
Korea's  economy  will  have  grown  60%. 
Assuming  no  sudden  implosion  of  the 
North  Korean  economy,  South  Korea's 
planners  believe  their  country  can  bring 
North  Korea's  standard  of  living  up  to 
40%  of  the  South's  in  ten  years.  Cost: 
about  $260  billion  over  the  decade, 
mainly  to  feed  and  clothe  northerners, 
mostly  unemployed  soldiers  and  fac- 
tory workers. 

To  finance  its  northern  aid  package, 
Seoul  will  sell  some  government  bonds 
to  its  citizens  and  increase  taxes  some- 


what. Mostly,  however, 
Seoul  will  finance  reunifica- 
tion with  overseas  borrow- 
ings. The  country  can  easily 
afford  to  borrow.  South  Ko- 
rea is  one  of  the  world's  most 
creditworthy  countries. 

On  strictly  economic 
grounds,  many  South  Kore- 
an businessmen  would  prob- 
ably rather  invest  in  China 
(where  labor  costs  around 
$100  a  month)  or  Vietnam 
($50  a  month)  than  in 
North  Korea  (about  $150  a 
month).  On  the  other  hand, 
wages  in  South  Korea  now 
run  at  nearly  $1,200  a 
month  on  average.  So  the 
North  doesn't  look  too  bad, 
especially  when  noneco- 
nomic  considerations — 
common  language  and  cul- 
ture, South  Korean  pride, 
government  prodding,  fear 
of  the  consequences  if  they 
don't  invest  up  North — are 
factored  in.  Indeed,  several 
of  South  Korea's  chaebol 
conglomerates  were  eager  to 
start  investing  in  the  North 
in  the  early  1990s.  But  the 
South  Korean  government 
reined  them  in  as  part  of  the 
effort,  unsuccessful  so  far,  to 
pressure  Pyongyang  into 
dropping  its  nuclear  bomb 
building  program. 

The  wild  card,  of  course,  is  Pyong- 
yang. Assuming  his  generals  don't  send 
him  to  an  early  grave,  will  new  leader 
Kim  Jong-il  allow  the  gradual  liberal- 
ization necessary  to  keep  North  Korea's 
economy  from  collapsing? 

Seoul's  officials  think  Kim  has  little 
choice  in  the  matter.  Military  adventur- 
ism would  be  foolhardy.  South  Korea 
now  spends  only  about  3.6%  of  its  GNP 
on  its  military,  versus  27%  of  GNP  in  the 
North.  Yet  so  much  larger  is  the 
South's  economy  that  Seoul  is  out- 
spending  Pyongyang  2-to-l.  North 
Korea's  old  comrades-in-arms  in  Bei- 
jing have  their  hands  full  riding  China's 
economic  boom.  Their  interest  is  the 
same  as  Seoul's:  stability  on  the  Korean 
peninsula. 

Nuclear  war?  Always  a  possibility. 
But  here  Seoul  is  betting  thaL  Kim 
would  rather  live  to  indulge  his  legend- 
ary passions  for  movie  actresses  and  fine 
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Downtown  Seoul  (above)  and  Pyongyang 

Seoul  bustles  with  economic  activity,  Pyongyang  with  political  fervor. 


French  cognac  than  die  in  a  radioactive 
whirlwind. 

Daryl  Plunk,  a  visiting  fellow  at  the 
Heritage  Foundation  in  Washington, 
sums  up  the  view  most  Korea  experts 
now  hold  when  he  says:  "If  the  North 
Koreans  are  smart — and  we  know  they 
are  smart — they  will  move  in  the  direc- 
tion of  reform."  Agrees  former  U.S. 
Ambassador  to  South  Korea  Donald 
Gregg:  "North  Korea  doesn't  want  to 
become  another  East  Germany." 

There  are  signs  that  Kim  is  already 
mincing  toward  reform.  Flis  cousin, 
Kim  Dal-hyon,  favors  some  opening  up 
of  the  North's  economy.  As  North 
Korea's  deputy  prime  minister  for  eco- 
nomic affairs,  Kim  Dal-hyon  welcomed 
delegations  of  Seoul's  leading  industri- 
alists to  North  Korea  in  1991.  Several 
months  later  he  visited  the  South, 
where  he  had  surprisingly  frank  talks 
with  then  President  Roh  Tae-woo  and 
more  industrialists,  and  returned  home 
to  push  for  the  development  of  two 
free-trade  zones  along  the  Russian  and 
Chinese  borders — far  from  Pyong- 
yang's control. 

Last  year  Kim  Dal-hyon  was  demot- 
ed, suggesting  that  hard-line  isolation- 
ists again  had  the  upper  hand.  But  in 
July  the  list  of  participants  at  the  Great 
leader's  funeral  showed  that  Kim  Dal- 
hyon  had  been  rehabilitated,  and  with 
him  some  other  reformers  who  are 
playing  active  roles  again. 

Another  straw  in  the  wind:  As  he  laid 
his  father  to  rest  in  a  see-through  coffin, 
Kim  Jong-il  quietly  announced  that 
South  Korean  products  imported  into 
North  Korea  may  now  carry  a  label 
stating  their  country  of  origin.  This 
impressed  Pyongyang-watchers  in 
Seoul.  Under  Kim  Il-sung's  rule,  such 
imports  could  carry  no  label.  The  Great 
Leader  did  everything  he  could  to  hide 
from  the  North  Koreans  how  prosper- 
ous capitalism  had  made  the  South. 

Korea's  stock  market  certainly  seems 
to  be  signaling  the  belief  that  cautious 
economic  reform  is  on  Pyongyang's 
agenda.  The  market  has  doubled  from 
its  low  in  late  1992  and  is  approaching 
its  historic  highs.  Referring  to  the  gov- 
ernment's recent  anti-speculation  cam- 
paign, Philip  Smiley,  head  of  Jardine 
Fleming  Securities  in  Seoul,  says:  "The 
South  Korean  Finance  Ministry's  mar- 
ket-cooling policies  have  done  more  to 
hurt  the  [stock]  market  here  than  any- 
thing Kim  Jong-il  has  done."  Bi 
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IT'S  ABOUT  TIME  SOMEBODY  SHOWED  YOU 
WHAT  A  VIRTUAL  OFFICE  LOOKS  LIKE. 
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Introducing  the  office  of  the  future. 
The  Sharp  Wizard  OZ-9520FX  with 
built-in  fax  software  and  an  ultra 
compact  fax/ modem.  It's  the  newest 
addition  to  the  number  one  selling  line 
of  personal  information  organizers. 

And  like  all  Wizards,  there's  no 
complicated  start-up  and  no  technical 
language  to  master.  Just  use  the  stylus 
or  your  finger  on  the  LCD  touch 
screen  display.  Instantly,  you  can 
check  your  daily  calendar,  pull  up 
your  to  do  list,  calculate  your  expenses 
I  or  access  the  word  processor.  A  tele- 
:  phone  directory  allows  you  to  store 
over  5,000  entries.  And  there's  even 
a  saapbook  that  allows  you  to  quickly 
jot  down  notes  or  plot  directions 
to  your  next  appointment.  It's  quite 
simply  one  of  the  most  user  friendly 
machines  ever  conceived. 

And  with  a  wireless  optional 
PC  Link  you  can  easily  download 
documents  from  your  PC  or  Mac  in 
the  morning  and  back  up  your  entire 
memory  at  night.  And  sending  a  fax 
or  checking  your  E-Mail  is  as  simple 
as  reaching  into  your  pocket  or  purse. 

All  of  which  are  just  a  few  of  the 
many  features  that  make  Wizard 
users  the  most  organized  people 
on  earth. 

For  more  information  on  the  new 
Wizard  OZ-9520FX,  or  the  OZ-9500/ 
OZ-9600LT  product,  fax  us  at 
1-800-74-SHARP.  Or  call  1-800-BE-SHARP 
to  locate  your  nearest  Wizard  dealer 
and  find  out  how  easy  it  is  to  use 
the  new  OZ-9520FX  and  set  up  an 
office  virtually  anywhere  you  want. 


THE  NEWWORKPLACE 


WIZARD  ^Carried  By  The  Most  Organized  People  On  Earth. 
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FROM  SHARP  MINDS 
COME  SHARP  PRODUCTS' 

COPIERS  •  FACSIMILE  •  LASER  PRINTERS  •  NOTEBOOK  COMPUTERS  •  COLOR  SCANNERS  •  PERSONAL  DIGITAL  ASSISTANTS  •  CALCULATORS 
CORDLESS  TELEPHONES  •  TYPEWRITERS  •  WORD  PROCESSORS  •  WIZARD*  ORGANIZERS 

©1994  Sharp  Electronics  Corporation.  Simulated  Sc  reen  Image. 


ADVERTISEMENT 


Partnerships  In 
Engineering 

Parker  Hannifin  Helps  Freightliner  Continue  a 
Legacy  of  Innovation 


It  takes  a  rare  breed  of  company  to  create  a  product 
so  unusual  and  innovative  that  it  qualifies  for  a  berth  in 
the  Smithsonian  Institution's  National  Museum  of 
American  History.  For  Freightliner  Corp.,  such  a  dis- 
tinction typifies  a  50-year  commitment  to  advancing 
the  state  of  truck  engineering. 

Founded  in  1942  by  Leland  James,  the  company 
owes  its  existence  to  a  revolutionary,  lightweight 


design  that  other  truck  manufacturers  could  not  exe- 
cute. By  manufacturing  the  truck  himself,  James 
redefined  industry  standards.  After  logging  four  mil- 
lion miles,  one  of  his  first  trucks  was  donated  to  the 
Smithsonian. 

Today  Freightliner  is  continuing  this  legacy  of  inno- 
vation. Freightliner  engineers  are  teaming  up  with 
Parker  Hannifin  to  extend  the  bounds  of  truck  engi- 
neering. A  global  leader  in  motion-control  compo- 
nents and  systems,  Parker  Hannifin  designed  and 
manufactured  parts  that  ride  on  every  medium-  and 
heavy-duty  Freightliner  sold  throughout  the  world.  It  is 
an  impressive  partnership,  one  that  has  helped 
Freightliner  —  a  member  of  the  Mercedes-Benz  AG 
group  —  claim  nearly  one-fourth  of  the  U.S.  market 
and  worldwide  sales  of  33  billion  in  1993. 


As  in  its  beginning,  innovation  remains  a  hallmark 
of  the  company.  For  instance,  Freightliner's  70-inch 
Raised  Roof  SleeperCab  has  won  universal  acclaim 
for  its  safety,  efficiency  and  drivability.  The  Sleeper- 
Cab's  expansive,  rich  interior  offers  drivers  unparal- 
leled comfort  and  space.  Its  graceful  aerodynamic 
design,  developed  in  the  famed  Mercedes-Benz  full- 
size  wind  tunnel,  slices  the  wind,  thereby  slashing  fuel 
consumption.  It  is  to  modern  truck- 
ing what  the  new  generation  of  jet- 
liners is  to  aviation. 

To  bring  this  model  to  market, 
Freightliner's  engineers  collaborated 
with  Parker  Hannifin's  engineering 
and  manufacturing  experts  to  cre- 
ate the  number  of  high-tech  compo- 
nents and  systems  needed  for  such 
an  advanced  vehicle.  Engineers 
from  both  companies  worked 
together  to  develop  the  critical 
components  that  constitute  its  anti- 
lock  braking,  power  steering,  lubri- 
cation, air  conditioning  and  fuel  fil- 
tration systems.  It's  the  type  of  teamwork  Parker 
Hannifin  extends  to  all  of  Freightliner's  medium-  and 
heavy-duty  trucks.  From  hoses  to  fittings,  valves  to 
advanced-design  air  brake  harnesses,  connectors  to 
couplers,  Parker  Hannifin  supplies  Freightliner  with 
the  quality  parts  and  engineering  that  an  industry 
leader  requires. 

Freightliner  is  one  of  the  many  leading  companies 
from  around  the  world  —  in  the  automotive,  industrial 
and  aerospace  industries  —  that  rely  upon  the  innova- 
tion and  dependability  of  Parker  Hannifin's  superior 
components  and  systems.  Serving  more  than 
280,000  customers  in  more  than  1,200  markets, 
Parker  Hannifin  consistently  delivers  the  premier  sup- 
port and  service  needed  to  keep  companies  such  as 
Freightliner  on  the  leading  edge  of  innovation. 


Freightlinet  and  Parker  deliver  the  future  in  large  trucks 


The  North  American  commercial  truck 
market  is  growing  steadily,  and  Freightliner 
Corporation,  a  member  of  the  Mercedes-Benz 
AG  group,  is  maintaining  its  position  as 
North  America's  largest  Class  8  vehicle 
manufacturer.  Parker  Hannifin,  the  global 
leader  in  motion  control  helps  this  trucking- 
industry  leader  to  continue  to  innovate. 

By  aggressively  pursuing  new  product 
development,  Freightliner  offers  customers 
one  of  the  most  modern  and  complete  product 
lines  in  North  America.  Freightliner' s  dramatic 
growth  has  been  led  by  James  Hebe,  who  has 
served  as  President  and  CEO  since  1992.  Hebe 
and  his  team  planned  and  developed  a  variety  of 


new  truck  models  with  new  ergonomic  driver 
environments,  a  wide  range  of  features  and 
options,  and  a  24-hour  on-line  service  network. 

Parker  and  Freightliner  have  collaborated 
to  advance  heavy-duty  truck  technology. 
Their  engineers  worked  together  to  improve 
critical  components  such  as  braking,  power 
steering,  lube  systems,  air  conditioning  and 
filtration  for  fuel  systems.  Parker  equipment 
can  be  found  throughout  Freightliner' s  medium 
and  heavy-duty  trucks.  From  hoses,  fittings 
and  valves  to  advanced-design  air  brake 
harnesses,  connectors  and  couplers,  Parker 
supplies  Freightliner  with  its  well-known, 
high-quality  products. 


A  partnership  in  vital  technologies 


Other  world-class  companies  around 
the  world  —  in  automotive,  industrial  and 
aerospace  markets  -  also  rely  upon  the 
innovation  and  dependability  of  Parker 
technology,  components  and  systems. 
Serving  more  than  280,000  customers  in 
over  1 ,200  markets,  Parker  consistently 
delivers  the  high  level  of  support  and 
service  needed  to  keep  their  worldwide 
partnerships  solid. 

For  our  Annual  Report,  write:  Parker 
Hannifin  Corporation,  Dept.  FB-24,  17325 
Euclid  Ave.,  Cleveland,  OH  44112-1290. 
For  product  information,  call 
1-800-C-PARKER  (1-800-272-7537). 
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Trading  with  the  enemy  and  corrupt  Soviet  officials 
and  evading  U.S.  taxes,  Marc  Rich  got  fabulously  rich. 
But  his  empire's  turning  to  ashes  now. 

Toil  didn't 
make  the  profit: 
The  market  did" 


By  Paul  Klebnikov 


On  Sept  1  Marc  Rich  &  Co.  AG  will 
formally  cease  to  exist.  The  secretive 
Zug,  Switzerland- based  multination- 
al will  no  longer  bear  the  name  of  the 
high -living  playboy  and  fugitive  from 
U.S.  justice  who  built  it  into  one  of 
the  world's  great  trading  companies. 
Henceforth  it  will  be  Glencore  Inter- 
national AG. 

Is  the  change  merely  cosmetic,  de- 
signed to  shed  a  tainted  name?  Appar- 
ently not.  The  59-year-old  Rich  has 
reduced  his  stake  from  51%  to  25%, 
and,  says  a  well-informed  former  ex- 
ecutive: "The  top  employees  have 
taken  over  the  company,  and  they 
want  to  distance  themselves  as  much 
as  possible  from  Marc  Rich.  Marc  still 
works  there,  but  he  is  weaning  himself 
off  the  business." 

Besides  cavorting  with  his  girl- 


Fugitive  trader 
Marc  Rich 
"All  his  old  part- 
ners are  gone- 
he's  the  last  of 
the  Mohicans." 
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i         WITHOUT  OUR  MANAGED  DISABILITY 
PROGRAMS,  OFF-THE-JOB  INJURIES  CAN  BEND 
THE  WHOLE  COMPANY  OUT  OF  SHAPE. 

When  someone's  injured  off  the  job,  Liberty  Mutual's  managed  disability 
^^^O^J^"*    programs  can  help  your  company  make  a  quick  recovery.  Our  comprehensive 
approach  will  help  employees  back  on  the  job  as  soon  as  they're  able.  That's  good  for  them,  and 
for  you.  So  talk  to  Liberty  Mutual,  the  company  with  80  years  of  experience. 

LIBERTY 

YOU  DON'T  BECOME  A  LEADER  IN  MANAGED  DISABILITY  BY  ACCIDENT.  MUTUAL 

1994  Liberty  Mutual  Group 


Marc  Rich 


friend  (Forbes,  Oct.  18, 1993),  Rich  is 
fighting  his  wife's  divorce  action. 
Denise  Rich  is  suing  in  Switzerland 
for  half  of  Rich's  assets. 

The  trading  company,  meanwhile, 
is  shrinking.  Its  trading  in  such  mate- 
rials as  oil,  aluminum  and  coal  has 
slumped  from  $30  billion  in  1990  to 
$20  billion  last  year,  according  to  a 
company  spokesperson.  Net  profits 
sank  to  about  $30  million  last  year,  a 
sad  comedown  from  the  $500  million 
the  company  made  in  1978  and  the 
$200  million  or  so  it  averaged  in  die 
late  1980s. 

Gone  are  the  windfall  profits 
reaped  on  the  Iranian  oil  trade  in  the 
1970s  and  breaking  the  South  African 
embargo  in  the  1980s.  The  company 
has  also  been  badly  hurt  by  a  mass 
exodus  of  talent  and  capital  that  has 
been  going  on  for  the  past  four  years. 
According  to  former  executives,  the 
equity  in  Marc  Rich  &  Co.  used  to  be 
divided  something  like  this:  Marc 
Rich  had  about  35%,  Pincus  (Pinky) 
Green  about  25%,  Alexander  Hackel 
an  estimated  15%,  Felix  Posen  5%, 
and  the  70  or  so  top  traders  the  rest. 

First  Marc  Rich's  three  original 
partners — Green,  Hackel  and  Po- 
sen— cashed  out  and  retired.  How 
much  did  they  take  with  them?  A  fair 


guess  would  be  $900  million,  enough 
to  badly  deplete  the  coffers  and  weak- 
en the  firm's  ability  to  wheel  and  deal. 

After  Green,  Hackel  and  Posen 
cashed  out,  Marc  Rich  apparently 
took  out  most  of  his  own  capital, 
putting  the  cash  into  Marc  Rich 
Holding  AG,  which  also  owns  a  lot  of 
real  estate  in  Spain,  Switzerland  and 
Eastern  Europe.  To  keep  the  trading 
company  afloat,  he  put  back  in  a 
relatively  modest  amount  of  capital  to 
allow  the  smaller  employees  to  raise 
their  equity  stake  to  40%. 

But  as  long  as  Rich  is  involved,  the 
shrinkage  will  probably  continue.  The 
original  1983  indictment  by  the  U.S. 
government  charged  Rich  with  racke- 
teering, fraud,  tax  evasion  and  trading 
with  the  enemy  (Iran).  Switzerland  is 
unwilling  to  extradite  Rich  to  face  the 
charges,  but  the  U.S.  has  strong  extra- 
dition treaties  with  most  other  coun- 
tries in  Europe.  Interpol  has  a  "red 
notice"  on  Rich,  which  means  it  is 
giving  the  highest  possible  priority  to 
his  apprehension.  Thus  he  travels  only 
at  great  risk  of  arrest.  It's  not  easy  to 
run  a  business  like  his  on  the  phone 
and  fax  alone. 

There  have  been  close  calls.  A  few 
years  ago,  Finnish  police  received  a  tip 
that  a  private  plane  supposedly  carry- 


ing Rich  would  be  arriving  in  Helsin- 
ki. They  alerted  U.S.  authorities  and 
prepared  to  make  an  arrest.  To  their 
dismay  some  reporters  also  showed 
up  at  the  airport;  the  information  had 
been  leaked.  The  plane  made  a  U- 
turn  and  returned  to  the  Continent. 
U.S.  law  enforcement  officials  say  that 
there  have  been  at  least  five  times 
when  they  were  "moments  away" 
from  apprehending  Rich  during  his 
travels. 

Nor  is  he  particularly  welcome  in 
Russia  these  days.  As  communism 
was  collapsing,  the  lucrative  com- 
modities trade  in  the  Soviet  Union 
was  Rich's  most  important  market. 
His  company  sold  the  Soviets  zinc 
concentrate,  bauxite,  sugar  and  grain 
in  exchange  for  oil,  aluminum,  cop- 
per, nickel  and  other  metals.  Marc 
Rich  kept  a  staff  of  about  150  in  the 
Soviet  Union.  Rich  boasted  to  a 
Russian  newspaper  in  1992:  "[We 
are  providing]  Russian  companies 
with  investment,  know-how  and 
help  in  entering  the  world  market  at 
a  time  when  other  Western  firms  are 
either  turning  away  from  Russia  or 
are  making  intolerable  commercial 
demands." 

In  fact,  Rich  gouged  the  Russians, 
buying  Soviet  commodities  at  the  ri- 
diculously low  domestic  prices  and  re- 
selling them  much  higher  on  the 
world  market.  Illegal  according  to 
Soviet  and  Russian  laws,  but  Rich  had 
astute  collaborators  on  the  inside. 
One  of  the  company's  trading  part- 
ners was  Artem  Tarasov,  Russia's 
commodities  kingpin  (Forbes,  June 
8, 1992).  Both  Tarasov  and  Rich  ben-! 
efited  from  the  patronage  of  the  noto- 
riously corrupt  former  Russian  Prime 
Minister  Ivan  Silayev. 

In  1992  the  honeymoon  ended. 
Marc  Rich  was  accused  in  Russia  of 
massive  bribery,  illegal  export  of  raw 
materials,  aiding  in  capital  flight,  even 
laundering  drug  dollars.  Inquiries 
were  started  in  the  Russian  govern- 
ment. By  this  time,  Artem  Tarasov 
had  taken  his  fortune  and  fled  to 
London  while  Prime  Minister  Silayev 
had  been  forced  to  resign;  he  is  said  to 
be  living  now  in  his  villa  ini 
Switzerland. 

At  home  in  Zug,  Switzerland,  a 
new  generation  of  Rich  traders,  head- 
ed up  by  Willy  Strothotte,  was  coming 
to  the  fore.  They  felt  they  should  get 
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As  the  great 


Megatop" '747  left 


Los  Angeles  on  its 


daily  flight  to  Tokyo, 


she  graciously  offered  me 


a  warm,  refreshing  towel. 


And  a  smile. 


We've  never  forgotten 


the  little  things. 
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Marc  Rich 


Starting  life  as  an  embargo-buster,  Alan  Clingman,  at 
34,  is  on  his  way  to  becoming  a  top  commodities  trader. 

Buy  cheap,  sell  dear 


the  equity  stake  that  the  three  old 
partners  had  relinquished,  but  Rich 
has  always  been  stingy  about  reward- 
ing his  top  employees,  even  with 
praise.  A  former  Rich  executive,  Arye 
Berest,  remembers  one  incident  from 
the  late  1970s:  "One  trader  came 
running  to  Marc  Rich  to  say  that  he 
had  just  made  a  $10  million  profit  on 
an  oil  deal.  Rich  said:  'You  didn't 
make  the  profit.  The  market  did.'  " 

In  the  summer  of  1992  Marc  Rich 
and  Willy  Strothotte  clashed  on  man- 
agement issues  and  equity  stakes. 
Strothotte  was  fired. 

Virtually  all  the  company's  top 
managers  followed  him  out:  Claude 
Dauphin,  head  of  oil  trading;  Manny 
Weiss,  head  of  aluminum  and  sugar 
trading;  Eric  de  Turckheim,  chief  fi- 
nancial officer  for  trading  operations; 
Daniel  Posen,  head  of  the  Moscow 
office;  and  many  others. 

Claude  Dauphin  established  a  new 
trading  company  called  Trafigura  Be- 
heer  BV  and  brought  in  dozens  of 
former  Marc  Rich  employees;  the  of- 
fices in  Bulgaria,  Romania,  China  and 
Argentina  defected  to  him  en  masse. 

Less  than  a  year  after  he  had  fired 
him,  Marc  Rich  brought  Willy  Strot- 
hotte back.  After  that  Rich  began  play- 
ing a  smaller  role  in  die  trading  activi- 
ties, although  apparently  staying  in- 
volved in  general  corporate  strategy. 

But  the  exodus  has  continued.  This 
May,  Omar  Shah,  a  top  ferrous  metals 
trader,  and  his  team  of  traders  left  the 
company,  voicing  dissatisfaction  over 
the  distribution  of  the  equity. 

Lucio  Genovese,  the  new  head  of 
the  Marc  Rich  office  in  Moscow,  plays 
down  the  importance  of  the  defec- 
tions, declaring:  "There's  no  problem 
with  morale.  People  are  always  com- 
ing and  going — that's  the  nature  of 
the  business." 

So  maybe  the  firm  will  survive — 
but  eventually  without  Rich,  who  is 
becoming  an  increasingly  isolated 
figure.  These  days,  Rich  seems  more 
focused  on  living  the  high  life  in  his 
villa  in  Marbella,  Spain,  and  in  chic 
ski  resorts  like  St.  Moritz.  Says  an 
acquaintance  from  Rich's  old  Philipp 
Brothers  days:  "I  think  he  has  lost 
interest  in  the  business.  All  his  old 
partners  are  gone — he's  the  last  of 
the  Mohicans."  You  can  say  of  Marc 
Rich  that  he  won  a  fortune  but  lost 
his  soul.  I  | 


By  Paul  Klebnikov 

As  Marc  Rich  fades,  new  players 
emerge  in  the  international  commod- 
ities markets.  A  prominent  newcomer 
is  34-year-old  Alan  Clingman,  a  na- 
tive South  African  now  living  and 
working  in  New  York,  where  Rich 
dares  not  tread. 

Clingman's  metals  trading  compa- 
ny, AlOC  Corp.,  has  come  out  of 
nowhere  to  build  a  worldwide  trading 
network  in  a  commodities  market 
that  was  severely  depressed  for  years. 
It  already  boasts  340  employees,  24 
offices  around  the  world  and  $3  bil- 
lion in  sales  on  an  estimated  equity 
base  of  over  $100  million;  Clingman 


says  he  is  getting  close  to  a  100% 
return  on  equity.  Owning  77%  of  the 
company,  he  is  on  his  way  to  becom- 
ing rotten  rich. 

Had  he  not  been  a  South  African, 
Clingman  might  well  have  chosen  a 
different  business,  because  commod- 
ities were  in  the  tank  when  he  started 
with  aioc  in  1988.  "People  thought 
we  were  crazy,"  Clingman  recalls. 
"Most  of  our  competitors  were  doing 
badly  or  going  out  of  business.  Here 
we  were  expanding  and  opening  up 
new  offices." 

Clingman  was  born  in  Johannes- 
burg, a  son  of  South  Africa's  largest 


Alan  Clingman,  chairman  of  AIOC,  his  own  metal  trading  firm 
He  flourished  at  a  time  when  most  traders  were  suffering. 
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Alan  Clingman 


manufacturer  of  flags.  In  1978  the 
19 -year- old  Clingman  was  just  com- 
pleting his  first  year  of  college,  study- 
ing business  at  the  University  of  Wit- 
watersrand.  South  Africa  was 'under  a 
U.N.  embargo  covering  the  sale  of 
oil,  armaments  and  many  other 
goods.  But  clever  businessmen  were 
making  a  fortune  running  the  embar- 
go. Clingman  decided  to  become  an 
embargo-buster. 

He  quit  school  and  hung  around 
the  offices  of  die  South  African  Strate- 
gic Fuel  Fund  until  he  finally  con- 
vinced the  administrators  that  he  had 
a  viable  plan  for  secretly  importing  oil 
from  the  Persian  Gulf.  They  agreed  to 
have  Clingman  serve  as  broker  and 
gave  him  a  letter  of  credit  to  present  to 
the  supplier. 

Busting  the  South  African  embar- 
go, as  honored  in  the  breach  as  in  the 
observance,  was  not  terribly  difficult. 
Iran,  Iraq  and  Oman  all  happily  flout- 
ed the  embargo,  as  long  as  some 
discretion  was  observed.  Shippers 
would  simply  declare  that  the  oil  was 
destined  for,  say,  Singapore,  and  then 
switch  the  documentation  en  route. 
Sometimes  the  deal  would  be  done 
through  shell  companies  registered  in 
the  Caribbean  or  elsewhere. 

In  his  first  year  Clingman  says  he 
brokered  several  shipments  of  oil,  to- 
taling 10  million  barrels,  with  enor- 
mous profits.  In  his  first  year  of  busi- 
ness Clingman  garnered  some  S10 
million  in  commissions.  A  19-year- 
old  college  dropout! 

Next,  he  established  a  company  to 
export  South  African  coal  and  steel  to 
Europe  and  Asia.  By  1988  Clingman 
was  trading  about  $100  million  a 
year,  but  the  embargo  of  South  Africa 
wouldn't  go  on  forever.  He  needed 
new  business. 

He  teamed  up  with  a  former  Phi- 
lipp  Brothers  employee  named  Alex- 
ander Krasner,  a  Soviet  emigre  who 
helped  him  into  the  Soviet  and  Ameri- 
can metals  trade.  Clingman  bought 
$50  million  (sales)  AIOC,  moved  to 
New  York  and  took  the  company  into 
a  period  of  heady  growth,  trading 
aluminum,  copper,  nickel,  zinc,  steel 
and  ferroalloys;  AIOC  also  traded  in 
precious  metals  and  coal: 

Commodities  prices  were  sinking, 
and  most  traders  in  physical  mar- 
kets— as  opposed  to  options  traders — 
were  suffering.  Clingman  handled  the 


down  market  by  keeping  inventories 
to  a  minimum  and  shorting  the  mar- 
ket by  selling  metals  before  he  bought 
them  or  borrowing  commodities  and 
paying  the  producers  later. 

He  flourished  at  a  time  when  most 
of  his  competitors  were  suffering. 
Cargill  went  out  of  the  nonferrous 
metals  business  in  the  late  1980s  and 
Philipp  Brothers  got  out  of  the  metals 
business  altogether.  Last  year  Ger- 
many's Metallgesellschaft  took  a  $1 .3 
billion  loss  because  of  a  series  of  bad 
calls  on  oil  futures. 

Clingman  just  rubbed  his  hands. 
He  hired  over  a  dozen  former  Philipp 
Brothers  and  Marc  Rich  traders. 

Then,  at  the  beginning  of  this  year, 
commodities  prices  turned  up.  Japa- 


Wire  exports  in  Kaliningrad  harbor 
Barter  deals  with  25%  markups. 


nese  and  American  companies  are  re- 
stocking raw  materials  inventory. 
Western  banks  and  hedge  funds  are 
rushing  into  commodities. 

Clingman  has  stayed  with  physical 
trading,  steering  clear  of  derivatives 
and  foreign  exchange  speculation. 
The  biggest  chunk  of  his  business 
today  is  buying  raw  materials  in  the 
former  Soviet  Union  and  selling  them 
to  the  U.S.  or  Western  Europe. 

Though  most  Russian  exports  now 
sell  at  world  prices,  leaving  little  mar- 
gin for  trading  companies,  there  are 
still  big  returns  to  be  made  trading 
commodities  in  the  former  Soviet 
Union.  The  profit  is  in  the  financing. 
Russian  mining  and  industrial  compa- 
nies are  starved  for  cash,  and  Cling- 
man is  a  whiz  at  this  kind  of  deal. 

Say  you  are  the  manager  of  a  steel 
plant  in  Russia  and  need  dollars 
abroad  to  buy  iron  ore,  coal  and  sugar 
to  feed  your  work  force.  You  go  to  the 
banks  for  a  loan;  they  refuse. 

Along  comes  a  trading  company 


like  Marc  Rich  or  AIOC,  which  offers 
to  sell  you  on  credit  the  iron  ore,  coal 
and  sugar  you  need  in  return  for,  say, 
12  months  of  the  steel  production. 
(Alternatively,  the  trading  company 
could  offer  to  lend  you  the  raw  mate- 
rials, which  you  process  for  a  fee.  Or  it 
might  prepay  on  a  shipment  of  steel, 
so  you  can  go  out  and  buy  what  you 
need  yourself. ) 

In  any  case,  the  profit  is  built  into 
the  price  the  trading  company  agrees 
to  pay  for  your  steel,  how  much  mate- 
rial it  buys  and,  if  it's  a  barter  deal,  the 
price  it  charges  for  the  oil,  grain  or 
sugar  it  sells  in  return. 

There  are  innumerable  ways  to  fat- 
ten the  profit  margin.  Trading  profits 
of  25%  on  a  single  deal  are  not  unusu- 
al. And  if  the  Russians  complain? 
They've  nowhere  else  to  turn.  Russian 
banks,  reluctant  to  lend,  demand  up 
to  30%  interest  on  dollar  loans  to 
industrial  enterprises. 

For  the  Western  trading  compa- 
nies, of  course,  there  is  credit  risk. 
Alan  Clingman  says  he  has  had  some 
very  scary  moments.  A  Yugoslav  state- 
owned  metals  company  refused  to  pay 
up  on  a  $10  million  deal  after  Yugo- 
slavia split  apart.  Several  of  Cling- 
man's  customers  in  the  U.S.  were 
unable  to  pay  after  they  went  bank- 
rupt. But  in  the  much  larger  and 
much  scarier  market  in  the  former 
Soviet  Union,  Clingman  says  that  so 
far  he  hasn't  had  any  big  losses. 

But  he  has  his  fingers  crossed.  If  a 
business  partner  defaults  in  the  for- 
mer Soviet  Union,  you  can  try  pulling 
political  connections.  Or  you  can  hire 
hit  men.  Neither  course  is  recom- 
mended. Clingman  says  his  strategy 
to  deal  with  laggard  payments  is  to 
flaunt  his  market  clout,  letting  busi- 
ness partners  know  that  if  they  cheat 
on  him  he  can  hurt  them.  "We  want 
to  be  a  dominant  player  in  the  market 
and  a  major  supplier  to  the  company 
before  we  lend  money  or  materials  to 
a  Russian  company,"  he  says. 

Clingman  has  invested  in  a  number 
of  different  assets  in  the  former  Soviet 
Union:  commercial  real  estate  in 
Moscow,  a  bank  in  Ukraine,  two  alu- 
minum smelters  and  two  steel  mills. 
He  has  also  bought  metals  companies 
in  South  Africa  and  Latin  America. 

Yesterday  Marc  Rich,  today  Alan 
Clingman.  The  king  is  dead,  long  live 
the  king.  Clingman.  M 
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Does  the  name  Nokia  ring  a  bell?  Check  your  cellular 
telephone.  There's  a  good  chance  it  was  made 
by  this  fast-rising  Finnish  company. 

Watch  out, 
Motorola 


By  Fleming  Meeks 

IT'S  INTERMISSION  at  the  Savonlinna 
Opera  Festival's  production  of  Ver- 
di's Macbeth,  performed  in  a  15th- 
century  castle  near  Finland's  border 
with  Russia.  As  the  champagne  flows, 
Jorma  Ollila,  44,  gently  chides  the 
prime  ministers  of  Sweden,  Norway, 
Denmark,  Finland  and  Iceland  about 
their  mounting  national  debts. 

Ollila  is  chairman  of  the  opera  festi- 


val, but  that's  not  why  his  distin- 
guished guests  pay  attention  to  him. 
They  listen  because  he  has  turned 
Finland's  $4.4  billion  (revenues)  No- 
kia Group  from  a  moneylosing 
hodgepodge  of  companies  into  one  of 
telecommunications'  most  profitable 
companies,  and  one  of  Scandinavia's 
biggest  employers.  Nokia's  profits 
this  year  will  probably  surpass  $386 


million.  Its  stock  market  value  already 
exceeds  $7.5  billion — an  impressive 
sum  in  an  economy  where  the  gross 
domestic  product  is  just  $20  billion. 

You  may  not  have  heard  of  Nokia, 
but  there's  a  good  chance  you've  used 
one  of  its  products.  Since  1981,  35 
million  cellular  phones  have  been  sold 
worldwide;  Nokia,  the  number  two 
manufacturer  after  Motorola,  has  sold 
over  5  million  of  them  and  currently 
has  a  20%  share  of  the  world  market. 
In  the  U.S.,  where  its  phones  are 
usually  sold  under  the  cellular  car- 
riers' names — the  Bell  companies, 
McCaw  Cellular  and  GTE  Corp. — 
Nokia  accounted  for  1  million  of  the  5 
million.  That's  more  than  Panasonic, 
Mitsubishi  and  NEC  combined. 

Nokia's  switches  and  base  stations 
are  used  in  cellular  systems  through- 
out Europe  and  Asia.  After  Sweden's 
Ericsson,  Nokia  is  the  second-largest 
maker  of  cellular  equipment  based  on 
the  so-called  GSM  digital  standard, 
which  has  taken  hold  throughout 
much  of  the  world. 
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THE    10TH    UNWRITTEN  LAW, 
OF  DRIVING 

THE  GUY  WHO 

SETS  TIMERS  ON 

STOPLIGHTS 

HAS  A  SICK  SENSE 

OF  HUMOR. 


Perhaps  it's  a  deep-seated  need  for  attention.  Or  maybe  he's  just  got 


a  thing  for  taillights.  Whatever  the  reason,  the  Trooper  comes  with 


power  assisted,  four-wheel,  ventilated  disc,  anti-lock  brakes*  In  fact, 


it  is  the  only  sport  utility  to  come  standard  with  such  a  confident  level 


of  stopping  power.  Don't  worry  if  you  don't  remember  this.  Count 


on  Mr.  Stop-And-Go  to  refresh  your  memory.  The  Isuzu  Trooper. 


Life's  an  adventure.  Be  prepared.  (800)  726-2700  ISUZU 
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An  Inefficient  System  Drives  Up 
Health  Care  Costs 


The  U.S.  system  for  compensating  patients  injured  by  health 
care  providers  is  out  of  control.  Its  direct  costs  of  $9  billion  per 
year  are  increasing  at  four  times  the  rate  of  inflation.  More 
than  half  these  dollars  go  to  legal  and  administrative  expenses, 
not  to  injured  patients. 

What's  more,  the  threat  of  liability  lawsuits  contributes  to 
excessive  medical  testing  and  treatment.  Concerns  over  litiga- 
tion can  also  reduce  the  availability  of  high-risk  medical  ser- 
vices and  discourage  innovation  in  medical  treatment. 

As  the  United  States  seeks  to  reform  the  health  care  sys- 
tem, medical  malpractice  reform  is  imperative  to  control  costs 
and  improve  access  to  care.  By  reducing  litigation  and  improv- 
ing patient  safety,  real  reform  will  establish  a  liability  system 
that  protects  those  it  was  intended  to  protect.  And  with  fewer 
health  care  dollars  going  to  legal  expenses,  xve'll  have  more  to 
spend  on  better  care  for  more  Americans. 

Controlling  Litigation  Costs 

The  complexity  of  medical 
malpractice  cases  contributes 
to  the  high  cost  of  our  med- 
ical liability  system.  How- 
ever, these  costs  are  also  dri- 
ven by  expensive  and  unnec- 
essary litigation.  Two  out  of 
three  claims  against  doctors 
are  settled  without  payment, 
but  only  after  prolonged 
legal  wrangling. 

CNA  supports  a  set  of 
reforms  designed  to  make  the 
system  more  efficient.  We 
believe  that  patients  injured  by  substandard  care  should 
be  compensated  for  all  necessary  medical  expenses,  lost 
work  time  and  other  direct  costs.  However,  awards  for 
noneconomic  damages  such  as  pain  and  suffering  should 
be  limited  to  $250,000.  The  unlimited  awards  allowed  in 
most  states  create  incentives  to  litigate. 

For  similar  reasons,  CNA  believes  that  liability 
should  be  limited  in  proportion  to  a  defendant's  share 
of  the  fault.  Today,  a  provider  only  minimally  responsi- 
ble can  be  held  liable  for  the  full  amount  of  a  malpractice 
award  in  many  states. 

When  punitive  damages  are  awarded,  these  pay- 
ments should  be  used  in  part  to  improve  patient  safety. 


Dennis  H.  Chookaszian, 
Chairman  and  CEO, 
CNA  Insurance  Companies 

"Unlimited  awards  create 
incentives  to  litigate.  " 


Under  the  current  system,  a  punitive  damage  award  is  a 
windfall  to  an  individual  plaintiff.  Applying  a  substantial 
portion  of  the  award  to  quality  of  care  initiatives  by  local 
and  state  agencies  would  benefit  the  public  as  a  whole. 

CNA  also  advocates  a  sliding  scale  limit  on  attorney 
fees,  so  that  contingency  fee  percentages  would  decrease 
as  damage  awards  increased.  Not  only  would  patients 
keep  more  of  their  awards,  but  attorneys  would  have  less 
of  an  incentive  to  pursue  claims. 

In  addition,  CNA  opposes  double-dipping,  whereby 
patients  are  compensated  once  by  malpractice  awards  and 
again  by  health  and  disability  insurance.  We  also  believe 
in  judicious  use  of  alternative  dispute  resolution  mecha- 
nisms, such  as  arbitration,  to  encourage  settlement.  ■ 

Preventing  Malpractice  Claims 

In  1987,  Oregon  enacted  a  strong  medical  malpractice 
reform  law,  which  now  faces  a  constitutional  challenge 
in  the  Oregon  Supreme  Court.  The  Oregon  Medical 
Association  is  urging  the  court  to  consider  the  benefits 
of  a  healthy  medical  liability  system  to  the  entire  state. 

At  the  national  level,  we  believe  that  any  health  care 
reform  package  must  include  strong  medical  malpractice 
reforms.  These  would  serve  as  a  "floor"  with  which  the 
states  must  comply.  States  that  wished  to  go  further  or  to 
implement  an  equally  effective  alternative  should  be 
allowed  to  do  so. 

These  public  policies  are  crucial,  but  we  also  recognize 
their  limitations.  Equally  impor- 
tant is  a  set  of  principles  aimed  at 
preventing  malpractice  claims. 

First,  health  care  providers 
must  continue  to  emphasize 
effective  communication  with 
patients,  so  they  understand 
their  treatment  options  and  are 
able  to  make  informed  decisions. 
The  art  of  medicine  has  always 
encompassed  effective  commu- 
nication. However,  these  skills 
are  even  more  important  as 
patients  have  become  more 
knowledgeable  and  more  in- 
volved in  the  decisions  affecting 
their  medical  care. 


Thomas  L.  Miller,  M.D. 

Chair,  Professional  I 
Consultation  Committei 
Oregon  Medical 
Association 


Health  care  providers  mm 
emphasize  effective  comm\ 
nication  with  patients. 


Along  with  improved  communication,  we  need 
to  continue  to  assess  treatment  outcomes,  improve 
diagnostic  accuracy  and  reduce  medication  errors. 
Broad  dissemination  of  this  research  will  ensure  that 
treatment  decisions  reflect  the  most  up-to-date  med- 
ical knowledge  and  enhance  patient  safety. 

Finally,  the  medical  community  must  continue 
to  emphasize  loss  prevention  education,  which  helps 
physicians  improve  the  quality  of  care  and  increase 
patient  satisfaction.  The  Oregon  Medical  Association 
has  been  a  pioneer  in  loss  prevention  education,  and 
participation  is  mandatory  for  physicians  insured 
through  the  OMA.  As  with  many  medical  problems, 
prevention  is  the  best  cure  for  soaring  liability  costs.  ■ 

Learning  from 
California's  Example 

In  the  mid-1970s,  California 
was  embroiled  in  a  medical 
malpractice  crisis.  A  dramatic 
increase  in  the  number  of 
lawsuits  and  the  size  of 
awards  caused  malpractice 
insurance  premiums  to  sky- 
rocket. Some  doctors  in  high-risk 
specialties  were  forced  to  drop 
out  of  active  practice;  insurance 
became  unaffordable  for  others, 
and  still  others  went  on  strike 
to  protest.  In  some  communities, 
medical  care  was  available  only 
for  emergencies. 

The  California  legislature 
responded  by  enacting  the  Medical  Injury  Compensa- 
tion Reform  Act  (MICRA).  The  key  provisions  included 
a  $250,000  cap  on  awards  for  pain  and  suffering  and  a 
sliding  scale  to  control  attorney  fees.  MICRA  also  limit- 
ed double  payments  for  medical  injuries  by  requiring 
that  juries  hear  evidence  of  any  collateral  sources  of 
compensation.  In  addition,  it  required  that  future  dam- 
ages be  paid  out  over  time,  not  in  a  lump  sum. 

Prior  to  MICRA,  California's  medical  malpractice 
premiums  were  the  highest  in  the  United  States.  Today, 
California  premiums  are  below  average  for  all  states  and 
one-third  to  one-half  of  those  in  high-population  states 
that  have  not  enacted  MICRA-style  reforms. 

MICRA  has  also  helped  hold  down  health  care  costs 
for  all  Californians.  The  state's  general  consumer  costs 
were  higher  than  the  nation's  in  1991.  However,  thanks 
to  MICRA,  managed  care  and  employer  negotiation  with 
health  plans,  California's  medical  costs  increased  less 
than  those  of  the  nation  as  a  whole.  The  difference  saved 
California  patients  more  than  $350  million. 

Nearly  two  decades  after  the  enactment  of  MICRA, 
I  retired  from  the  California  legislature  and  the  post  of 


Barry  Keene, 
Author, 
The  Medical  Injury 
impensation  reform  act 

"MICRA  has  become  a 
wdel  of  effective  medical 
malpractice  reform." 


senate  majority  leader.  I  look  back  on  the  campaign  for 
MICRA  and  still  believe  we  acted  wisely.  The  benefits 
of  this  comprehensive  approach  for  all  Californians 
have  far  outweighed  the  costs.  We  established  a  model 
of  effective  medical  malpractice  reform  for  the  entire 
nation.  ■ 

A  Plan  for  Reform 

Malpractice  liability  reform  is  essential  for  achieving  the  larger 
goals  of  controlling  costs  and  expanding  access  to  health  care. 
Some  of  the  health  care  reform  proposals  under  consideration 
in  Washington  include  substantial  liability  reforms,  but  many 
do  not  include  them  and  others  don't  go  far  enough.  At  federal 
and  state  levels,  we  need  reforms  tliat  provide  fast,  fair  com- 
pensation to  injured  patients,  discourage  unnecessary  litiga- 
tion and  improve  patient  safety. 


Receive  an  information  packet  about  medical 
malpractice  reform.  Call  CNA  at  1  -800-61 3-4CN A. 


Together,  we  can  forge  public  policy  that  supports  an  efficient, 
effective  medical  malpractice  liability  system. 


CNA  is  one  of  the  70  largest 
U.S.  insurance  groups.  It  is 
a  multi-line  insurer  with 
nearly  100  years  of  experi- 
ence. CNA  is  a  registered 
service  mark  of  the  CNA 
Financial  Corporation. 


Part  of  a  series  on  important 
public  policy  issues  from 

CNA 
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Nokia 


Neil  Barton,  a  telecommunications 
analyst  with  Merrill  Lynch  in  Lon- 
don, expects  Nokia's  mobile  phones 
and  telecommunications  equipment 
divisions  to  bring  in  revenues  of  $3.1 
billion  this  year,  with  operating  prof- 
its of  $564  million.  At  an  estimated 
18.5%,  the  operating  margin  for  No- 
kia's telecommunications  group  is 
well  above  an  estimated  14.5%  for 
comparable  operations  at  Motorola. 

Yet  a  dozen  years  ago  Nokia  was  a 
stolid  conglomerate  making  toilet  pa- 
per, rubber  boots  and  power  cables, 
mostly  for  the  5  million 
(population)  Finnish  mar- 
ket. To  brighten  the  compa- 
ny's prospects,  Nokia's  then 
chief  executive,  Kari  Kair- 
amo,  went  on  an  acquisition 
spree,  buying  up  four  Euro- 
pean color  television  manu- 
facturers and  a  large  Swed- 
ish computer  manufactur- 
er. The  acquisitions  pushed 
Nokia's  revenues  up  56%  in 
1988,  to  $5.4  billion.  That 
made  Nokia  a  big  European 
player,  but  the  company  was 
still  too  small  to  compete  in 
markets  that  were  increas- 
ingly turning  global.  Profits 
plunged.  Mm 

In  December  1988  Kair- 
amo  committed  suicide  and  a  man- 
agement committee  took  over,  selling 
off  no-growth  businesses  like  paper, 
rubber,  chemicals,  floorings  and  ven- 
tilation systems.  Out,  too,  went  the 
computer  business.  Fortunately,  No- 
kia had  a  couple  of  businesses  that 
were  suddenly  doing  very  well:  tele- 
communications equipment  and  cel- 
lular telephones. 

Nokia  first  started  experimenting 
with  telecommunications  in  the  early 
1960s,  making  field  radios  for  the 
Finnish  army  and  telecommunica- 
tions equipment  for  Finland's  state- 
owned  telephone  company.  But  cozy 
relationships  between  Europe's  state- 
owned  telecommunications  authori- 
ties and  national  suppliers  left  poten- 
tial competitors  like  Nokia  out  in  the 
cold.  Siemens  in  Germany,  Alcatel  in 
France  and  Ericsson  in  Sweden  faced 
virtually  no  competition  in  their 
home  markets. 

Nokia  got  its  break  in  the  late 
1970s,  when  the  telecommunications 
authorities   of  Sweden,  Denmark, 


Norway  and  Finland  decided  to  build 
the  world's  first  international  cellular 
system.  "Some  of  the  big  telecom- 
munications companies  thought 
wireless  was  a  pretty  small  market 
niche,"  says  Sari  Baldauf,  39,  head  of 
Nokia's  cellular  systems  division. 
"But  we  saw  it  as  an  opportunity." 

When  the  Scandinavian  system  was 
switched  on  in  1981,  Nokia  was 
there  with  both  equipment  and 
phones.  In  the  U.S.,  commercial  cel- 
lular service  was  turned  on  two  years 
later,  in  1983.  Nokia  was  ready  to 


L 

Nokia  Cell 
"We  saw 


ular  Systems  President  San  Baldauf 
opportunity." 


supply  phones,  but  it  faced  a  major 
problem:  How  was  a  Finnish  compa- 
ny with  no  name  recognition  outside 
Scandinavia  going  to  break  into  the 
U.S.  market?  "We  didn't  have  the 
money  to  do  it  all  ourselves,"  recalls 
Kari-Pekka  Wilska,  head  of  Nokia's 
U.S.  operations. 

Nokia's  solution  was  to  team  up 
with  Tandy  Corp.,  building  a  jointly 
owned  mobile  phone  factory  in  Korea 
in  1985.  In  one  swoop  Nokia  got  its 
phones  into  over  6,000  Radio  Shack 
stores  under  the  Tandy  brand.  As  the 
number  of  U.S.  cellular  subscribers 
took  off,  Nokia  and  Tandy  built  an- 
other factor}'  in  Fort  Worth,  Tex. 
seven  years  later.  (Nokia  has  since 
bought  out  Tandy's  interests  in  both 
factories  but  still  produces  Tandy 
phones.) 

It  was  an  inspired  pairing.  Nokia 
had  learned  its  skills  in  Scandinavia, 
where  technological  innovation  was 
imperative.  Tandy  brought  a  new  set 
of  priorities.  "For  Tandy,  the  first 
priority  was  cost;  then  it  was  cost;  and 


then  it  was  cost;  and  then  came  some- 
thing else,"  says  Pekka  Ala-Pietila,  37, 
president  of  Nokia's  mobile  phones 
division.  Nokia  learned  to  cut  manu- 
facturing costs  to  the  bone. 

But  times  were  changing.  In  the 
1990s  big  cellular  service  carriers — 
McCaw  Cellular  and  the  Bells — were 
marketing  phones  bundled  with  talk- 
ing time  on  the  cellular  system.  Mo- 
torola relentlessly  cut  phone  prices  to 
gain  market  share.  Hobbled  by  a  ris- 
ing yen,  Japanese  firms  were  slow  to 
respond.  Ollila,  then  president  of  the 
mobile  phones  division, 
gave  Nokia's  U.S.  manag- 
ers authority  to  counter 
Motorola  at  every  turn.  He 
also  supplied  $57  million  to 
buy  Technophone,  a  Brit- 
ish maker  of  cellular  phones 
with  a  strong  research  and 
development  staff.  The  re- 
sults were  impressive.  In 
the  exploding  U.S.  market 
for  cellular  phones,  Nokia's 
market  share  roared  from 
10%  in  1990  to  20%  today. 

Despite  the  success  of  its 
cellular  operations,  Nokia 
was  still  in  dire  straits.  In 
1989  the  Finnish  banking 
system  had  collapsed.  Two 
years  later  Finland's  biggest 
trading  partner,  the  Soviet  Union, 
also  collapsed,  wiping  out  20%  of  the 
country's  trade  overnight.  Europe  fell 
into  recession.  Finland's  unemploy- 
ment rate  climbed  to  20%.  In  1991 
Nokia  lost  $102  million. 

The  following  year,  Nokia's  board 
named  Ollila  chief  executive. 

The  chief  villain  he  had  to  face  was 
Nokia's  consumer  electronics  divi- 
sion; between  1988  and  1993  it  ran 
up  almost  $1  billion  in  losses,  restruc- 
turing charges  and  writeoffs.  Ollila 
tried  to  sell  it  but  couldn't  find  a 
buyer,  so  he  did  the  next  best  thing: 
He  slashed  staff  by  45%,  to  5,800, 
closed  down  factories  and  consolidat- 
ed manufacturing.  "We  will  be  mar- 
ginally profitable  [in  consumer  elec- 
tronics]," declares  Ollila.  "But  we 
will  not  be  a  major  player  in  this 
business." 

As  he  has  wound  down  the  con- 
sumer electronics  business,  Ollila  has 
reinvested  heavily  in  Nokia's  telecom- 
munications equipment  operations. 
"It  is  not  important  anymore  what 
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THE  WAY  WE  SEE  IT 
THE  ROCK  ON  THE  TOP 
IS  MORE  VALUABLE. 


Coal  may  not  be  considered  a  luxury,  but  that's  precisely 
the  reason  we  think  it  makes  such  a  smart  investment. 

Because  the  demand  for  coal  is  constant  and  strong  in 
every  environment.  It  remains  a  necessity  even  during  a 
recession,  while  the  demand  for  diamonds  tends  to  fall  by 
the  wayside. 

Which  is  exactly  why  Hanson  added  The  Peabody  Group's 
U.S.  and  Australian  coal  operations  to  its  portfolio.  Other 
Hanson  operations  include  building  materials,  forest  products, 
chemicals,  and  such  well-known  consumer  brand  names  as 
Farberware  cookware,  Tommy  Armour  Golf  equipment  and 
Jacuzzi  Whirlpool  Baths. 


Since  being  listed  on  the  New  York  Stock  Exchange  in 
1986,  sales  have  soared  to  $15  billion,  while  total  market 
capitalization  is  over  $20  billion.  At  the  end  of  1993,  our 
gross  yield  was  5.3%,  double  the  average  of  the  S&P  500. 

There  is,  of  course,  a  reason  for  our  success:  a  manage- 
ment philosophy  steeped  in  common  sense.   Namely,  to 
own  basic  businesses  that  provide  good,  essential  products 
and  services  and  then  keep  a  firm  eye  on  the  bottom  line. 

Which  ultimately  means  that  while  Hanson  may  never 
be  the  perfect  accessory  for  an  evening  gown,  you  might 
consider  it  for  your  investment  portfolio. 

For  a  copy  of  Hanson's  Annual  Beport  call  1-800-8-HANSON. 
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Nokia 


kind  of  political  muscle  you 
have — it  is  price  and  prod- 
uct performance,"  says  Sari 
Baldauf. 

Price  and  performance 
will  be  especially  important 
in  the  market  for  personal 
communications  services. 
PCS,  a  digital  voice  and  mes- 
saging service,  is  expected 
to  become  a  major  compet- 
itor to  cellular.  Only  four 
PCS  systems  have  been  built 
worldwide,  in  Germany, 
Thailand  and  two  in  the 
U.K.  Nokia  supplied  the 
base  stations  and  phones 
for  three  of  the  four.  PCS  is 
expected  to  really  take  off 
next  year,  after  auctions, 
scheduled  for  December, 
are  conducted  by  the  Fed- 
eral Communications 
Commission  for  U.S.  PCS 
licenses. 

Meanwhile,  the  cellular 
business  keeps  growing. 
According  to  cellular  fore- 
caster Herschel  Shosteck, 
20  million  cellular  phones 
will  be  sold  worldwide  this 
year.  And  while  most  man- 
ufacturers have  focused  on 
reducing  the  size  of  the 
phones,  Nokia  has  also 
worked  to  make  its  phones 
as  user-friendly  as  possible. 
Most  cellular  phones  re- 
quire the  user  to  memorize  ■■■i 
complicated  procedures; 
Nokia's  phones  use  icons  and  scroll- 
ing to  help  the  user  tap  popular  fea- 
tures like  speed  dialing,  call  forward- 
ing, call  screening  and  voice  mail. 

User-friendliness  could  give  Nokia 
an  advantage  over  Motorola,  to  judge 
by  the  Hong  Kong  market.  Until  last 
year,  when  Nokia  and  Ericsson  en- 
tered the  market  for  digital  cellular, 
Motorola  had  a  virtual  monopoly  on 
the  phone  business  there.  Even  now 
corporate  buyers  insist  on  the  Motor- 
ola brand  80%  of  the  time,  notes 
Douglas  Li,  chief  executive  of  Smar- 
Tone^  a  Hong  Kong  cellular  operator 
30%  owned  by  McCaw  Cellular.  But 
at  the  consumer  retail  level,  Nokia 
gets  35%  of  the  business. 

AT&T  has  just  become  a  big  custom- 
er of  Nokia's,  signing  a  multiyear 
contract  to  buy  phones  for  the  U.S. 


Nokia  Mobile  Phones  President  Pekka  Ala-Pietila 
Cutting  costs  and  building  market  share. 


market,  beginning  with  $170  million 
worth  in  the  first  year. 

To  raise  Nokia's  profile  here  Ollila 
has  upped  the  U.S.  advertising  and 
promotion  budget  to  a  still  tiny  $9 
million  this  year.  More  than  half  of 
that  money  will  go  into  joint  promo- 
tions with  big  customers  like  the  Bell 
companies  emphasizing  the  Nokia 
name.  Nokia  is  spending  the  rest  on 
commercials  on  ESPN,  CNN  and  other 
major  cable  networks. 

Ollila  says  Nokia  will  spend  $400 
million  this  year  on  new  plants  and 
equipment.  To  help  raise  the  money 
the  company  listed  its  shares  on  the 
New  York  Stock  Exchange  in  July  and 
took  in  $484  million  in  a  global  public 
offering.  Nokia's  American  Deposi- 
tary Shares  currently  trade  at  487/s, 
about  17  times  likely  1994  earnings. 


Motorola's  shares,  by  con- 
trast, trade  at  22  times  ex- 
pected 1994  earnings. 

But  for  all  its  geographi- 
cal spread,  Nokia  remains  a 
very  Finnish  company.  If 
Nokia  had  been  a  U.S. 
company,  stock  options 
would  have  made  Ollila, 
under  whose  watch  Nokia's 
market  capitalization  has 
grown  tenfold,  a  wealthy 
man.  But  options  haven't 
been  part  of  the  Finnish 
scene.  Ollila's  total  com- 
pensation last  year,  includ- 
ing bonus,  was  probably 
around  $350,000.  And  af- 
ter Finland's  extortionate 
55%  tax  bite  on  this  level  of 
personal  income,  his  take- 
home  pay  was  barely  into 
six  figures. 

"There  is  a  tradition  [in 
Finland]  that  we  don't  do 
this  for  the  money,"  says 
Ollila.  Accordingly,  Ollila 
drives  himself  to  work  in  a 
Saab  and  vacations  with  his 
wife  and  three  children  at  a 
small  lakeside  cottage  with 
no  running  water.  But  the 
tradition  of  financial  equal- 
ity is  slowly  giving  way  to 
the  competitive  realities  of 
the  capitalist  world.  This 
year  Nokia  will  offer  stock 
options  to  its  50  top  execu- 
tives for  the  first  time. 
Raised  in  a  small  city  in 
the  west  of  Finland,  Ollila  attended  a 
British  boarding  school  and  later 
earned  a  graduate  degree  from  the 
London  School  of  Economics.  His 
business  career,  too,  began  abroad, 
as  an  account  manager  with  Citibank 
in  London.  However,  he  soon  re- 
turned to  Finland  to  help  set  up 
operations  for  the  bank  in  Helsinki. 
He  moved  to  a  senior  management 
job  with  Nokia,  two  years  later, 
in  1985. 

"Finns  always  come  back  to  Fin- 
land," he  says.  "There's  something 
like  a  magnet  which  brings  our  people 
back."  No  surprise  then  that  most  of 
the  company's  huge  capital  spending 
will  be  in  Finland,  where  Nokia  will 
add  2,000  new  jobs  this  year,  upping 
its  total  to  15,000.  No  wonder  the 
prime  ministers  were  listening.  ■ 
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DRIVE  A  USED  RYDER  AROUND  FOR  A 
NUMBER  OF  YEARS  AND  YOU'LL  THINK  YOU'VE 
FOUND  A  TRUCK  THAT'LL  LAST  FOREVER.  OF  COURSE, 
OUR  LAWYERS  WOULD  NEVER  ALLOW  US  TO  CLAIM 
IT  WILL.  BUT  THE  TRUTH  IS  THAT  EVERY  RYDER  ROAD 
READY  USED  VEHICLE  HAS  BEEN  METICULOUSLY 
MAINTAINED  TO  GO  THE  DISTANCE. 

IN  FACT,  FROM  THE  DAY  EACH  BRAND  NEW 
TRUCK,  TRACTOR,  OR  TRAILER  JOINS  OUR  FLEET,  IT 
GOES  ON  THE  MOST  RIGOROUS  MAINTENANCE 
PROGRAM  IN  THE  INDUSTRY.  OURS. 

WITH  CHECKUP  AFTER  CHECKUP  AFTER 
CHECKUP.  REGULARLY  SCHEDULED  AND  PERFORMED 


BY  RYDER-CERTIFIED  MECHANICS  TO  MAKE 
SURE  IT'S  IN  EXCELLENT  WORKING  ORDER.  AND 
WITH  ONE  FINAL,  PAINSTAKING  INSPECTION  RIGHT 
BEFORE  ANY  OF  OUR  VEHICLES  GOES  ON  THE 
MARKET.  TO  MAKE  SURE  IT  MEETS  EVERY  RYDER 
ROAD  READY  REQUIREMENT. 

BUT  YOU  DON'T  HAVE  TO  TAKE  OUR  WORD  FOR 
IT.  EVERY  RYDER  ROAD  READY  USED  VEHICLE  COMES 
WITH  ITS  OWN  MAINTENANCE  RECORD.  AND  YOU 
CAN  CHECK  IT  OUT  YOURSELF. 

SO  IF  YOU'RE  LOOKING  FOR  A  USED  TRUCK, 
LOOK  TO  RYDER.  WE'LL  HELP  YOU  FIND  A  VEHICLE 
THAT  FITS  YOUR  NEEDS.  HELP  QUALIFIED  BUYEBS 


WITH  FINANCING.  ANO  EVEN  GIVE  YOU  SOMETHING 
YOU  USUALLY  DON'T  FIND  IN  A  USED  TRUCK:  A 
UNIQUE,  30-DAY  LIMITED  WABRANTY  THAT 
SHOWS  YOU  JUST  HOW  CONFIDENT  WE  ARE 
ABOOT  THE  SUPERIORITY  OF  OUR  MAINTENANCE 
STANDARDS. 

CALL  US  AT  1-800-USED-TRK,  EXT.  62.  TODAY. 
WE'LL  SHOW  YOU  A  SELECTION  OF  USED  TRUCKS 
THAT  WILL  IMPRESS  YOU  —  FOR  YEARS  TO  COME. 


ROAD  READY  USED  TRUCKS 


THE  STANDARD  OF  THE  INDUSTRY. 


No  need  to  wait  to  find  out  how  a  Clinton-type  health  plan  would  work. 
Minnesota  already  has  it.  How  is  it  working? 

In  bed  with  the  devil 


By  Brigid  McMenamin 

Luanne  NYBERG,  now  48,  was  a  Six- 
ties radical,  rebelling  against  her  mid- 
dle-class Catholic  family  while  at  the 
University  of  Minnesota  and  later 
joining  a  Maoist  group  that  believed 
in  violent  revolution.  Unlike  a  lot  of 
Sixties  radicals  who  later  settled  down 
to  conventional  lives,  Nyberg  made  a 
career  of  left-wing  activism.  She 
worked  for  the  Hennepin  County 
welfare  department,  was  fired  for  try- 
ing to  organize  a  union  in  a  Minne- 
apolis print  shop,  and  ran  an  outfit 
demanding  more  '•'rights''''  for  people 
on  welfare  in  Minnesota. 

In  1985  the  Children's 
Defense  Fund  asked  Ny-  —— """" 
berg  to  open  up  a  Minneso- 
ta office.  The  Washington, 
D.C.- based  activist  group, 
chaired  from  1986  to  1992 
by  longtime  board  member 
Hillarv  Clinton,  assigned 
Nyberg  to  whip  up  support 
for  a  state  program  of  free  g| 
or  low- cost  pediatric  care 
for  needy  children. 

Right  up  Nyberg's  alley. 
Here  was  a  bit  of  socialism 
in  an  attractive  package  that 
few  people  in  this  tradition- 
ally liberal  state  could  op- 
pose. Who  could  be  so 
hard  hearted  as  to  oppose 
health  care  for  poor  kids? 

Nyberg  linked  up  with 
Democratic  Farmer  Labor 
Party  State  Senator  Linda 
Berglin  to  propose  a  mod- 
est bill  that  passed  the  legis- 
lature and  was  signed  by 
Governor  Rudy  Perpich 
(DFL)  in  1987.  The  law  re- 
quired the  state  to  provide 
basic  health  care  for  preg- 
nant women  and  children 
under  8  whose  families  of 
four  were  uninsured  and 
earning  less  than  $21,552  a 
year.  The  fee  was  just  S25  a 


year  per  child,  with  the  state  picking 
up  the  rest  of  the  cost.  The  cost  to 
taxpayers  was  initially  put  at  around 
$1.3  million  a  year — a  pittance  in  a 
state  budget  of  $5.7  billion. 

But  the  road  to  hell  is  paved  with 
such  good  intentions.  Why  stop  the 
program  when  the  kids  hit  age  8?  In 
1989  the  legislature  voted  to  expand 
the  coverage  up  to  age  18,  starting  in 
1991.  And  what  about  the  needy 
parents?  Wasn't  their  health  impor- 
tant to  the  kids1  welfare?  And  what 
about  middle-income  people  tempo- 
rarily out  of  work  and  out  of  health 


i 


Luanne  Nyberg  of  the  Children's  Defense  Fund 
A  Sixties  radical  in  the  White  House. 


insurance?  Any  student  of  govern- 
ment will  recognize  the  process  by 
which  modest  spending  programs  be- 
come giant  ones. 

That  $1.3  million  has  mounted  and 
mounted,  and  today  Minnesota  is 
well  on  its  way  to  universal  health 
care — and  at  no  small  cost.  Providing 
health  care  for  the  relatively  modest 
7%  of  its  population  that  was  unin- 
sured will  cost  Minnesota  nearly  $300 
million  a  year  in  direct  costs  by  1997. 
But  that's  only  the  tip  of  Minnesota's 
health  care  iceberg.  Younger  and 
healthier  residents  will  be  forced  to 
pay  an  estimated  $600  mil- 
— ~ I  lion  or  so  a  year  in  higher 
|  premiums  to  subsidize  in- 
|  surance  for  the  old  and 
I  chronically  sick.  This  is,  in 
S  effect,  a  disguised  tax  on 
the  young  and  healthy — 
but  no  politician  would 
dare  call  it  a  tax. 

So  what  started  as  a  $1.3 
million  pediatric  program 
for  poor  kids  under  8  has 
swelled  into  an  ambitious 
program  of  socialized 
medicine  costing  nearly  SI 
billion  a  year. 

The  Minnesota  health 
program  is  intensely  rele- 
vant to  the  rest  of  the  coun- 
try. It  serves  in  many  ways 
as  a  prototype  for  the  Clin- 
ton health  proposal  and  for 
most  of  the  others  now  be- 
fore Congress.  No  surprise 
that  Luanne  Nyberg  is 
lending  Hillary  Clinton 
what  Nyberg  describes  as  a 
"helping  hand."  This  sum- 
mer Nyberg  had  a  desk  in 
the  First  Lady's  office  in  the 
White  House.  She's  im- 
mensely proud  that  her 
$1.3  million  foot-in-the- 
door  pediatric  plan  helped 
advance  the  cause  of  a  so- 
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In  an  increasingly  demanding  world  in  which  time  always  seems 
to  be  of  the  essence,  computer  chip  technology  is  allowing  us  to  be 
faster,  smarter... and  ultimately,  more  productive.  And  leading  the 
way  is  NEC's  new  MIPS"  RISC  microprocessor.  Designed 
for  the  raw  speed  of  Windows  NT"'  computing,  it  can  perform 
millions  of  advanced  commands  in  a  split  second-faster  than  just 
about  any  other  processor  today.  Now,  people  can  complete  the 
most  complex  tasks  in  a  mere  fraction  of  the  time  it  took  just  a 
few  years  ago.  Whether  it's  processing  data.  Manipulating  spread- 
sheets. Or  analyzing  10  years  of  sales  figures.  Because  of  this  chip, 
millions  will  complete  projects  in  a  way  they  were  rarely  able  to 
before... ahead  of  schedule.  In  lact,  every  product  NEC  makes-from 
cellular  phones  to  high-resolution  color  monitors-is  designed  to 
enhance  human  potential.  And  they're  backed  by  the  expertise 
of  a  world  leader  in  computer  and  com- 
munications technology.  In  public  and 
private  institutions.  In  businesses  large 
and  small.  In  homes  across  the 
country.  NEC  is  a  part  of  people's  lives. 
For  more  information,  call  us  at  1-800-338-9549. 


A  part  of  people's  lives  everywhere. 

Windows  NT  and  Mil's  are  trademarks  of  their  respective  owners. 


NEC 


Minnesota's  health  care  plan 


cialized  medical  system.  "Once  you 
start  toward  universal  [coverage],  po- 
litically you've  gotta  go  the  whole 
direction,"  she  says. 

Minnesota  is  now  going  the  whole 
direction.  Two  years  after  passage  of 
the  Children's  Health  Plan,  Nyberg 
teamed  up  with  then  38-year-old 
State  Representative  Paul  Ogren 
(DHL),  a  onetime  welfare  recipient 
himself  and  an  advocate  of  the  Cana- 
dian single-payer  socialized  system. 
They  formed  Minnesotans  for  Af  ford- 
able Health  Care. 

Nyberg  says  she  soon  realized  that 
advocating  help  for  Minnesota's  small 
minority  of  uninsured  adults 
wouldn't  generate  enough  sympathy 
to  get  the  state  to  step  in.  "We  had  to 
broaden  it,  to  talk  about  everybody's 
problems,"  says  Nyberg.  Instead  of 
just  advocating  subsidies  for  the  poor, 


they  began  to  propagandize  about  the 
risi  ng  cost  of  medical  care  and  the  fear 
people  had  of  losing  their  insurance. 

These  advocates  of  "going  all  the 
way"  proceeded  slowly  but  systemati- 
cally. In  1989  Representative  Ogren 
got  the  legislature  to  set  up  a  15- 
member  panel  (appointed  by  Gover- 
ii(  >r  Perpich )  to  figure  out  how  to  help 
the  280,000  Minnesotans  who  lacked 
health  insurance.  An  ally  of  Nyberg's 
chaired  the  panel,  and  other  Nyberg 
allies  were  on  it. 

George  Halvorson,  chief  executive 
of  a  Bloomington,  Minn. -based  not- 
for-profit  health  maintenance  organi- 
zation now  called  HealthPartners, 
joined  the  party.  Halvorson  apparent- 
ly smelled  a  chance  to  weaken  his  for- 
profit  competitors,  indemnity  insur- 
ers like  Mutual  of  Omaha  and  Provi- 
dent Life.  Halvorson  agreeti  to  lobby 


for  universal  coverage,  and  his  new 
allies  would  work  to  give  HMOs  con- 
trol of  the  market. 

With  the  HMO/left-wing  alliance 
sealed,  the  study  panel  made  recom- 
mendations which  formed  the  basis 
for  a  bill  guaranteeing  universal  cov- 
erage for  Minnesotans  that  soon 
passed  the  legislature  in  1991.  The 
bill  was  full  of  goodies  for  HMOs, 
including  provisions  that  penalized 
the  traditional  indemnity  insurers. 
For  instance,  the  bill  would  have 
forced  insurance  companies  to  accept 
people  regardless  of  family  history  of 
illness  and  cover  old  and  sick  people  at 
the  same  rates  as  young  and  healthy 
ones.  This  was  subtly  stacked  against 
for-profit  companies.  How?  Sick  peo- 
ple, being  more  doctor-conscious 
than  healthy  people,  tend  to  prefer 
traditional  insurance  because  it  gives 


Former  Minnesota 
State  Representa- 
tive Paul  Ogren 
"Not  a  day  goes 
by  that  I  don't  ask 
myself  whether  I 
made  a  mistake  to 
get  in  bed  with 
the  devil." 
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Your  Shield  Against  the  Unexpected. 

Royal  Insurance,  9300  Arrowpoint  Boulevard,  Charlotte  NC  28201-1000 
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Minnesota 
Health 

Commissioner 
Mary  Jo  O'Bnen 
Collecting 
information, 
setting  prices 
and  deciding 
what's  best 
for  everyone. 


them  more  choice  in  doctors.  Healthy 
people,  concerned  more  with  premi- 
ums than  with  doctors,  are  more  will- 
ing to  accept  HMOs.  A  hidden  intent 
of  the  bill  was  to  load  the  traditional 
insurance  companies  with  sick  people, 
while  the  young  and  healthy  stayed 
with  HMOS. 

When  Independent  Republican 
Governor  Arne  Carlson  vetoed  the 
bill  in  June  1991,  saying  it  was  too 
expensive  and  promised  more  than  it 
could  deliver,  Nyberg  began  round- 
ing up  votes  to  override  the  veto. 
Carlson  caved  in.  In  the  fall  of  1991  a 
bipartisan  group  of  seven  legislators, 
including  Representative  Ogren  and 
Senator  Berglin,  met  behind  closed 


doors,  emerging  five  months  later 
with  a  bill  very  similar  to  the  vetoed 
version. 

The  1992  bill  established  a  modest 
subsidy  program  for  uninsured  fam- 
ilies earning  less  than  $26,000  for  a 
family  of  four,  for  instance.  But,  of 
course,  in  1993  the  threshold  would 
rise  to  almost  $40,000.  The  cost 
would  be  paid  mostly  by  the  more 
affluent  portion  of  the  population,  in 
the  form  of  a  2%  tax  on  doctor  visits 
and  hospital  bills.  Few  Minnesotans 
objected,  forgetting  that  doctors  and 
insurance  companies  eventually  pass 
on  higher  costs. 

Signed  into  law  in  April  1992,  the 
MinnesotaCare  bill  also  created  a 


Health  Care  Commission  that  was 
supposed  to  figure  out  how  to  slow 
rising  medical  costs  by  at  least  1 0%  per 
year  over  the  next  five  years. 

The  commission  turned  out  to  be  a 
Trojan  horse  for  the  advocates  of 
socialized  medicine.  The  Minnesota 
Department  of  Health  got  a  grant 
from  the  Robert  Wood  Johnson 
Foundation.  A  lot  of  that  money  was 
used  to  hire  staffers  who  helped  the 
commission.  The  foundation  also 
paid  for  technical  assistance  from  the 
Alpha  Center,  a  Washington,  D.C.- 
based  health  care  policy  research  out- 
fit. Alpha's  founder  and  president,  W. 
David  Helms,  has  testified  in  favor  of 
universal  health  coverage  and  says  the 
only  way  to  get  there  is  by  forcing 
everyone  to  buy  it.  Forcing  people  to 
do  things — "for  their  own  good,  of 
course" — is  what  most  of  these  social- 
ist schemes  are  all  about. 

Minnesota  rejected  letting  people 
decide  for  themselves.  "'Health  care 
decisions  are  complex,"  says  an  Alpha 
newsletter  explaining  why,  "and  a 
sick  consumer  might  not  necessarily 
make  the  best  decisions  even  if  armed 
with  outcomes  data  about  various 
medical  procedures."  But  not  to  wor- 
ry. The  state  will  look  out  for  them. 

To  HMO-er  Halvorson's  delight,  a 
major  part  of  the  proposal  was  tai- 
lored to  the  wants  of  the  HMOs.  It 
called  for  promoting  vertically  inte- 
grated giants,  to  be  called  Integrated 
Service  Networks,  that  include  doc- 
tors and  hospitals,  sell  prepaid  health 


Medical  care 
versus  red  tape 


To  promote  their  health 
care  reforms,  Bill  and  Hilla- 
ry Clinton  like  to  roil  out 
people  in  wheelchairs  who 
complain  they  can't  get 
the  kind  of  medical  care 
they  need  unless  Con- 
gress passes  a  comprehen- 
sive health  care  plan. 

Is  it  an  anecdote  you 
want?  Here's  a  horror  story 
about  what  managed  care 
health  plans  can  do  to  peo- 
ple who  need  medical 
care.  Carol  Vaubel,  a  re- 
tired Minneapolis  physi- 
cian, has  a  close  relative  suf- 
fering from  a  painful  de- 
generative jaw  disease  that 


makes  it  hard  for  him  to 
eat  anything  chewier  than 
soup. 

Two  years  ago  doctors 
told  the  man  his  best  bet 
was  to  check  into  the 
Mayo  Clinic  for  recon- 
structive surgery.  But  an 
HMO  patient  typically  can't 
get  full  reimbursement  at 
another  facility  unless  he  or 
she  is  officially  referred  by 
the  HMO. 

In  this  case,  the  HMO 
bureaucrats  kept  changing 
their  minds  about  who 
was  in  charge  of  the  jaw  pa- 
tient's care  and  whether 
he  should  in  fact  be  referred 


to  the  Mayo  Clinic. 

Dr.  Vaubel  believed 
she  could  help  her  relative 
cut  through  the  red  tape. 
She  was  soon  disillusioned. 
She  spent  a  year  and  a  half 
haggling  with  HMO  cus- 
tomer sendee  representa- 
tives and  even  got  other 
doctors  to  write  letters 
urging  the  HMO  to  approve 
the  operation. 

After  two  years  of  pain 
and  discomfort,  the  patient 
still  hasn't  had  the  recon- 
structive surgery,  thanks  to 
Minnesota's  socialized 
medicine. 

-B.McM.  mm 
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1994  Merrill  Lynch,  Pierce,  Fcnncr  8c  Smith  Inc.  Member  SIPC. 


Saving  for  the  future  shouldn't  be 
a  game  of  hide  and  seek. 

Defined  Asset  Funds   are  unit  investment  trusts  that  have  heen  a  part  of  smart  financial  plans 
jor  over  twenty  years.  Because  unlike  some  other  investments,  you  know  what  you  re  investing  in  hefore 
you  huy.  And  these  professionally  selected  portfolios  of  stocks  and  honds  are  supervised  rather  than 
managed,  so  there  s  no  management  fee.  To  find  out  more,  talk  to  one  of  the  financial  professionals  helow. 
For  a  free  copy  of   Investing  with  Defined  Asset  Funds,   call  1-800-562-2926,  ext.  548. 


The  Defined  Asset  Fund  Sponsors 

 Merrill  Lynch  

Smith  Barney  •  PaineWebber  •  Prudential  Securities  •  Dean  Witter 

A  free  prospectus  containing  more  complete  information  on  any  Defined  Asset  Fund  including  all  charges  and  expenses,  is  available. 

Read  the  prospectus  carefully  before  investing. 
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|  HealthPartners' 
I  George  Halvorson 
"Change 
is  always 
threatening." 


coverage  packages  and  are  not  al- 
lowed to  increase  revenues  more  than 
a  certain  amount  each  year. 

All  this  in  the  name  of  "'capping'''' 
medical  spending.  It  doesn't  take 
much  imagination  to  see  that  capping 
is  just  a  form  of  rationing.  Once  the 
HMOs  decide  what  they  will  pay  for 
and  what  they  won't  pay  for,  doctors 
will  refuse  to  do  procedures  not  cov- 
ered. If  the  rules  say  you  are  too  old 
for  a  heart  bypass,  for  example,  then 
you  probably  won't  get  it. 

By  July  1,  1997,  all  Minnesota 
residents  will  be  required  to  have 
health  coverage  whether  they  want  it 
or  not.  In  theory,  residents  of  the  state 
have  an  option.  They  can  buy  HMO 
coverage  through  a  not-for-profit  In- 
tegrated Service  Network.  Or  they 
can  buy  regular  indemnity  health  in- 
surance from  a  commercial  carrier  and 


continue  to  see  their  own  doctors.  In 
fact,  the  second  option  is  almost 
worthless.  The  new  law  is  so  written — 
take  a  bow,  Halvorson — that  it  may 
drive  insurers  out  of  the  state. 

This  is  because  the  Minnesota  law 
forbids  rate  discrimination  based  on 
gender  and  limits  insurers'  ability  to 
charge  different  rates  based  on  age  or 
health.  A  55-year-old  man  usually 
faces  bigger  medical  expenses  than 
does  a  25-year-old.  When  the  final 
step  in  the  reform  scheme  kicks  in, 
both  will  pay  the  same  premium. 

Traditional  insurance  can't  com- 
pete on  these  terms.  HMOs  can  com- 
pete because  the  law  permits  them 
more  leeway  in  controlling  costs  and 
avoiding  paying  for  procedures  than  it 
permits  the  traditional  insurers. 

Already,  five  insurers,  including 
National  Travelers  Life  Co.  and  State 


Farm,  have  stopped  selling  Medicare 
Supplemental  coverage  in  Minnesota. 
Four  others,  including  Travelers  and 
Nationwide,  have  announced  they 
will  no  longer  sell  coverage  to  small 
Minnesota  companies.  Premium  rates 
for  some  young  men  under  age  25 
have  risen  as  much  as  93%  since  1992, 
thanks  largely  to  the  new  law.  Minne- 
sotaCare  also  decrees  that  insurance 
companies  can't  charge  a  90-year-old 
more  than  a  70-year-old. 

Can  a  Minnesotan  still  see  a  private 
physician?  Yes,  but  many  physicians 
may  be  reluctant  to  take  on  new 
patients  under  a  system  that  requires 
the  state  health  commissioner,  Man' 
Jo  O'Brien,  to  set  maximum  fees 
starting  in  1996 — a  provision  of  the 
new  law,  which  uses  price  controls  as  a 
means  to  keep  health  care  costs  down. 

Price  controls  are  integral  to  the 
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FEW  CORPORATIONS  HAVE  EVER 
WON  A  DEMING  MEDAL 


RICOH  HAS  TWO  OF  THEM 


It  is  among  the  world's  highest  awards  for  quality.  Many 
pursue  it.  Less  than  100  companies  have  ever  won  it. 

Ricoh  was  the  first  office  equipment 
manufacturer  to  win  the  Deming  Medal. 
And  today,  Ricoh  is  the  only  such 
company  to  have  won  two. 


THE   NAME   TO  KNOW 


quality  control  that  earned  us  these  two  Medals.  And  it 
is  this  obsession  that  makes  our  high  tech  copiers  and 
facsimiles  some  of  the  most  reliable 
®  office  machines  in  the  world. 
So  you  see,  we  don't  just 
have  a  reputation  for  quality. 


Official  Copier  and  Fax 


It  is  our  company-wide  obsession  with  1-800-63-RICOH  We  have  proof. 


1 1994  Ricoh  Corporation 


Perception  Isn  t  Re; 


He  was  a  man  with  a  vision.   To  turn  rehabilitation  into  a  business,  as  well  as  an  art.  Richard 
iScrushy  s  dream  would  take  sweat.    It  would  require  faith.    jNiost  of  all,  it  would  need  venture 
capital .  Fortunately,  the  venture  capitalists  he  approached  lxked  his  idea.  The  only  problem,  they  agreed, 
was  his  desire  to  base  his  company  in  Birmingham,  Alabama.    In  fact,  they  flat  out  said,  No  way. 

Far  from  being  crestfallen,  Scrushy  understood  their  feeling.  Xhey  were  thinking  of  a  city  that 
had  gone  though  a  period  of  down  and  out.  They  didn  t  realize  the  Birmingham  of  the  10,80  s  wasn  t 
the  Birmingham  they  d  grown  up  watching  on  the  news.  I  thought,  J^o  big  deal.  I  just  had  to  sell 
them  on  the  facts.    The  facts  were  these:   Birmingham  s  16  hospitals  offered  a  source  for  thousands  of 


referrals  a  year.  Demand  for  physical  rehabilitation  services  in 
Birmingham  far  exceeded  supply.  And  employers,  feeling  the 
pain  of  rising  workers   compensation  claims  and  losses  caused  by 


THE  USE  OF  GENETICALLY  ENGINEERED 
ANTIBODIES  TO  DESTROY  CANCER  CELLS 
WAS  PIONEERED  AT  THE  UNIVERSITY  OF 
ALABAMA  AT  BIRMINGHAM. 


downtime,  were  clamoring  for  a  system  that  would  return  employees  to  their  optimal  level  of  functioning. 

Today  Richard  Scrushy  is  CEO  ofHealthSouth,  which  delivered  its  backers  a  5ooo%>  return 
on  their  original  investment.  And  if  his  company  can  help  thousands  of  patients  get  back  to  living  again 
and  still  be  Smith  Barney  s  190,4  "Stock  Pick  of  the  Year  -  maybe  it  can  help  you  see  the  untold  oppor- 
tunities in  Alabama.  Call  us  at  1-800-276-3372,  and  we  11  tell  you  more. 


ALABAMA 


good     people     accomplish     g  r  e  a  t     t  h  1  n 


for  more  information,  contact  the  Economic  Development  Partnership  of  Alabama: 
2  North  Jackson  street,  Montgomery,  Alabama  361  04;  800-276-3372 


Minnesota's  health  care  plan 


Anesthesiologist 
Stephen  Brzica,  who 
was  asked  to  resign 
from  the  board  of 
Medica,  an  HMO, 
after  opposing  its 
merger  with  an 
even  bigger  hospital 
chain  to  form  Ailina 
Health  System 
"We've  got 
a  disaster  in  the 
making  here." 


new  law.  If  total  spending  threatens  to 
exceed  prescribed  limits,  the  commis- 
sioner is  required  to  cut  fees  further. 
She  could,  for  example,  forbid  physi- 
cians from  charging  more  than,  say 
$400  for  an  mri,  a  procedure  that 
normally  costs  about  $1,000.  That 
would  force  some  doctors  to  stop 
offering  the  test  altogether. 

That's  assuming  the  doctor  is  still  in 
private  practice.  Since  1992  the  num- 
ber of  licensed  physicians  in  Minneso- 
ta has  decreased  to  13,974  from 
14,408,  even  though  the  number  of 
doctors  in  the  U.S.  is  on  the  rise. 

In  a  profession  already  drenched 
with  paperwork,  the  situation  in  Min- 
nesota is  becoming  unbearable.  Doc- 
tors and  hospitals  are  now  required  to 
file  periodic  reports  on  all  medical 


spending  and  administrative  ex- 
penses. This  year  doctors  and  hospi- 
tals are  forbidden  to  let  revenues  per 
patient  increase  more  than  6.5% 
above  inflation .  Next  year  they're 
supposed  to  hold  the  line  at  a  5.3% 
increase.  They  also  have  to  report 
capital  spending  over  $500,000.  If 
the  health  commissioner  thinks  your 
doctor  is  spending  too  much  on  high- 
tech equipment — like  MRls — she  has 
the  power  to  put  a  stop  to  it.  She  can 
do  this  by  forbidding  him  or  her  the 
purchase  of  any  more  new  equipment 
for  five  years. 

On  procedures  such  as  cesarean 
sections,  the  health  department  will 
monitor  and  reeducate  physicians 
who  in  its  view  are  performing  too 
many.  What  it  boils  down  to  is  this:  In 


effect,  the  state  decides  on  a  statistical 
basis,  rather  than  on  a  case-by-case 
basis,  who  needs  what. 

Will  the  2%  tax  on  medical  bills  pay 
the  full  cost  of  the  program?  Of  course 
not.  As  usually  happens  with  such 
legislation,  the  sponsors  deliberately 
ignored  projected  costs.  In  1997,  by 
the  state's  own  figures,  program  costs 
and  commitments  will  exceed  receipts 
by  $100  million. 

In  action,  this  so-called  reform  has 
appalled  even  some  of  its  onetime 
supporters.  For  example,  Paul  Ogren, 
the  early  supporter  of  the  program  in 
the  legislature,  has  had  second 
thoughts.  He  quit  the  legislature  in 
1992  to  become  a  private  health  care 
consultant.  "We  have  built  a  very  large 
and  cumbersome  bureaucracy  that 
gives  the  impression  of  progress,"  he 
says.  "Not  a  day  goes  by  that  I  don't 
ask  myself  whether  I  made  a  mistake  to 
get  in  bed  with  the  devil." 

And  now  the  occupants  of  the 
White  House  want  to  put  us  all  in  bed 
with  the  devil.  The  U.S.  as  a  whole  has 
twice  as  high  a  proportion  of  unin- 
sured people  as  Minnesota  does.  No- 
body is  sure  what  a  similar  plan  for  the 
whole  country  would  cost,  but  writ- 
ing in  the  Wall  Street  Journal  recent- 
ly, economist  Martin  Feldstein  put  a 
$100  billion  annual  price  tag  on  the 
Senate  Finance  Committee  health  bill 
like  the  one  endorsed  by  Clinton. 
Judging  from  Minnesota's  experi- 
ence, that  estimate  is  probably  sound, 
but  it  doesn't  begin  to  measure  the 
disruption  federalized  health  care 
would  cause.  ■■ 


Dr.  Fromke 
bails  out 


Dr.  Vincent  Fromke  is 
an  old-fashioned  Minne- 
apolis internist  who 
pushes  healthy  living  as  a 
way  to  keep  medical  bills 
down. 

But  next  month  this 
longtime  Minnesota  resi- 
dent is  moving  to  Ten- 
nessee, where  he  will  con- 
tinue to  practice  internal 
medicine.  Dr.  Fromke,  61. 
is  a  refugee  from  Minne- 
sota's version  of  universal 
heal  til  care. 

His  troubles  started 
when  his  partners  insisted 


on  signing  up  with  an 
HMO  that  is  now  part  of 
$1 .9  billion  (revenues) 
Ailina  Health  System.  They 
feared  that  they  would 
otherwise  be  left  out  in  the 
cold  as  Minnesota's  re- 
forms took  hold. 

Dr.  Fromke  says  HMO 
managers  told  him  he 
would  have  to  take  on 
250  new  patients  each  year. 
And  part  of  his  fees  would 
depend  on  whether,  in  the 
view  of  HMO  managers, 
he  was  ordering  too  many 
tests  or  referring  too 


many  patients  to  specialists. 

Dr.  Fromke's  schedule 
is  now  so  tight  that  he  can 
spend  an  average  of  only 
20  minutes  doing  a  physical 
exam  that  he  believes 
should  take  an  hour.  That 
leaves  very  little  time  to 
counsel  patients  about  ex- 
ercise, diet  or  smoking, 
he  says. 

"They  want  us  to  make 
more  bricks  with  less 
straw,"  he  sighs.  "That's 
why  I'm  getting  out  of 
Minnesota." 

-B.McM.  WM 
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The     2.2      liter     D  O  H  C      C  a  m  r  y      engine.      Made      in      Georgetown,  Kentucky. 

IT   ALSO   DRIVES  THE  ECONOMY. 

AT  TOYOTA,  we're  continuing  our  commitment  to  \  engines  per  year.  It's  part  of  Toyota's  $5  billion  invest- 
building  in  America.  In  fact,  at  our  manufacturing  )  ment  in  American  manufacturing,  an  investment  that's 
plant  in  Kentucky,  we're  producing  nearly  250,000   )  driving  more  than  16,000  direct  jobs  across  America. 

Investing    in    the    things    we    all    care    about.  TOYOTA 

For  more  information  about  Toyota  in  America  write  Toyota  Motor  Corporate  Services,  9  West  57th  Street,  Suite  4900-D2,  New  York,  NY  10019. 


Indianapolis  hired  a  foreign  company  to  clean  up 
its  wastewater.  The  municipal  unions  howled, 
but  the  voters  are  happy. 

Water  with 


a  French  touch 


By  Philippe  Mao 


Lyonnaise  des  Eaux  Chief  Executive  Jerome  Monod 

Working  his  way  to  become  the  world's  leader  in  water  services. 


Lyonnaise's  Jacques  Petry 
Banking  on  simple  economics. 


Most  Frenchmen  like  wine,  but  Je- 
rome Monod's  passion  is  for  a  much 
more  precious  liquid:  water.  For  the 
past  14  years  Monod,  64,  has  run 
Paris-based  Lyonnaise  des  Eaux  S.A., 
a  $17  billion  (revenues)  conglomer- 
ate that  builds  dams,  purifies  water 
and  distributes  it  to  the  local  citizenry. 
"In  the  water  industry,"  says  Monod, 
"Lyonnaise  des  Eaux  aims  to  position 
itself  as  world  leader." 

In  the  last  two  years  Lyonnaise  des 
Eaux  has  won  contracts  to  provide 
drinking  water  for  a  large  part  of 
Mexico  City  and  for  Guangzhou, 
China.  Last  year  it  won  the  largest 
drinking  water  contract  ever  award- 
ed— a  $300-million-a-year,  30-year 
deal  to  supply  Buenos  Aires'  popula- 
tion of  9  million. 


All  told,  Lyonnaise  now  provides 
water  and  wastewater  treatment  ser- 
vices to  54  million  customers  in  14 
countries.  Water  services  accounted 
for  54%  of  Lyonnaise  des  Eaux's  $520 
million  in  profits  last  year,  but  only 
19%  of  revenues.  (The  rest  of  the 
conglomerate's  revenues  come  from 
its  construction  business,  its  French 
television  station  and  one  of  France's 
largest  mortuary  services,  among 
others.) 

In  sharp  contrast  to  its  global  suc- 
cesses, Lyonnaise  des  Eaux  is  still  a 
minor  factor  in  the  U.S.  water  busi- 
ness. Lyonnaise  des  Eaux  first  dipped 
a  toe  in  the  U.S.  water  market  in 
1982,  when  it  acquired  control  of 
Wilmington,  Del. -based  General  Wa- 
terworks Corp.,  a  waterworks  that 


served  1  million  people  in  14  states. 
This  spring  Monod  merged  General 
Waterworks  with  Harrington  Park, 
N.J. -based  United  Water  Resources, 
which  provides  water  for  almost  a 
million  people  in  New  Jersey. 

Expanding  these  businesses  proved 
much  more  difficult  than  buying  into 
them,  however.  Units  of  municipal 
governments  own  and  operate  86% 
of  the  drinking  water  systems  in  the 
U.S.,  and  nearly  all  of  the  wastewa- 
ter facilities.  The  municipal  unions 
weren't  about  to  let  Lyonnaise  des 
Eaux  or  any  other  private  company 
threaten  their  water  monopolies. 
Says  Jacques  Petry,  president  of  Ly- 
onnaise des  Eaux's  international  wa- 
ter division:  "At  first  U.S.  cities  were 
completely  closed  to  the  idea  of 
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IT'S  NOT  MISSION  CONTROL. 
IT'S  JUST  THE  PHONE  COMPANY. 

On  our  end,  its  Network  Operations  Centers  from  GTE  that  make  sure  millions  of  calls  get  through 
perfectly,  day  and  night.  On  your  end,  it's  just  the  phone.  Its  amazing  what  we  can  do  together.1" 

(3S 


Water 


delegating  services  to  pri- 
vate companies." 

Recently  that  has  begun 
to  change.  In  the  late  1980s 
federal  legislation  mandat- 
ed heavy  new  costs  on  local 
water  companies  at  the  very 
time  that  federal  and  state 
funds  dropped  sharply.  Mi- 
chael Deane  of  the  Envi- 
ronmental Protection 
Agency  estimates  that  up- 
grading aging  water  sys- 
tems to  comply  with  new 
laws  will  cost  $28  billion  for 
drinking  water  and  $137 
billion  for  wastewater  by 
2012.  In  1993  total  state 
and  federal  grants  to  up- 
grade drinking  water  sys- 
tems were  a  meager  $142 
million. 

"It's  an  expensive  luxury 
to  have  [water  services]  run 
by  the  government,"  says 
Lewis  Helm,  commissioner 
for  the  Washington,  D.C. 
Suburban  Sanitary  Com- 
mission. "If  you  can't  af- 
ford it,  you've  got  to  get 
somebody  else  to  do  it." 

Last  November  India- 
napolis Mayor  Stephen 
Goldsmith  (Forbes,  June  HHHB 
20,  1993)  took  a  big  step 
toward  busting  the  city's  water  mo- 
nopoly and  providing  cleaner  water 
for  fewer  tax  dollars.  He  awarded  a 
five-year,  $72  million  contract  to 
manage  the  city's  wastewater  treat- 
ment facilities — the  largest  such  con- 
tract ever  given  in  the  U.S. — to  a 
private  consortium,  which  includes 
Lyonnaise.  (Its  partners  are  privately 
owned  Montgomery  Watson  and  In- 
dianapolis Water  Co.) 

Municipal  unions  howled,  but 
Goldsmith  decided  his  first  duty  was 
to  the  taxpayers.  "Free  market  com- 
petition has  brought  down  the  cost  of 
treating  water  by  some  40%,"  says 
Goldsmith.  "The  taxpayers  of  India- 
napolis will  save  at  least  $68  million 
over  the  next  five  years." 

Petry  says  the  Lyonnaise  consor- 
tium will  achieve  these  savings  by 
cutting  Indianapolis'  local  wastewater 
treatment  plant  work  force  from  328 
to  206,  and  streamlining  energy  con- 
sumption and  operational  costs.  To 
see  how  this  is  possible,  visit  United 


United  Water  Resources'  Donald  Correll 

Building  critical  mass  for  a  $35  billion  drinking  water  market 


Water  Resources'  large,  bright  con- 
trol room  in  Haworth,  N.J.  One  wall 
of  the  room  is  covered  by  computer 
screens  and  monitoring  devices  that 
control  the  cleanliness  of  Hacken- 
sack's  reservoir  and  track  the  move- 
ment of  water  through  the  pipes.  The 
computers  warn  of  water  main  breaks 
and  reroute  water  through  other 
pipes  if  necessary. 

The  Hackensack  water  system 
serves  a  population  of  750,000.  Unit- 
ed Water  Resources'  control  room  is 
staffed  by  only  two  people,  who  do 
the  work  requiring  perhaps  six  work- 
ers in  a  typical  waterworks  managed 
by  municipal  workers. 

Monod's  merger  of  General  Water- 
works into  United  Water  Resources 
reduces  Lyonnaise's  ownership  in  the 
consolidated  company  to  25%;  the 
balance  is  held  by  the  public.  But  it 
will  position  United  Water  Resources 
as  the  second-largest  private  water 
utility  in  the  U.S.,  after  American 
Water  Works  Co.,  and  one  ready  to 


profit  from  a  potential 
drinking  water  market  of 
$35  billion  a  year. 

"It's  a  great  strategic  al- 
liance," says  United  Wa- 
ter's chief  executive,  Don 
aid  Correll,  "because  when 
larger  U.S.  cities  do  opt  for 
some  private  partnership 
arrangements,  we  are  going 
to  need  some  critical  mass 
to  do  it." 

In  the  effort  to  modern- 
ize the  nation's  water  sys- 
tems, the  deck  is  still 
stacked  against  private 
companies  like  Lyonnaise 
des  Eaux.  For  example,  pri- 
vate firms  cannot  issue  tax- 
exempt  debt  to  finance  cap- 
ital improvements  to  anti- 
quated water  systems. 
Indianapolis'  Mayor  Gold- 
smith says  that  is  why  he 
had  to  scrap  his  initial  idea 
of  privatizing  the  city's 
wastewater  facility,  and 
limited  the  Lyonnaise 
group's  contract  to  only 
managing  the  city-owned 
waterworks. 

"It  became  clear  that 
U.S.  tax  laws  really  provide 
an  enormous  subsidy  to 
public  ownership,"  Gold- 
smith says.  "We  have  this  interesting 
IRS  pressure  to  make  us  inefficient." 

Even  in  bidding  for  management 
contracts,  the  private  companies  face 
a  problem.  Under  present  federal  law, 
any  water  facility  constructed  with 
tax-exempt  bonds — which  is  the  case 
with  most  municipal  facilities — can- 
not contract  out  its  management  for 
more  than  five  years.  "Obviously,  you 
cannot  amortize  any  reasonable  in- 
vestment over  such  a  short  period," 
says  Patrick  Cairo,  Lyonnaise's  U.S. 
representative. 

Despite  these  legal  hurdles,  Lyon- 
naise des  Eaux's  Jacques  Petry  is  opti- 
mistic "We  are  seeing  a  U.S.  market 
growth  of  30%  to  40%  a  year,"  he  says. 
"Delegation  of  contracts  that  were 
short  and  very  partial  is  getting  longer 
and  more  global,  even  involving  pri- 
vate capital  investments." 

Put  it  this  way:  At  a  time  when  the 
voters  are  already  taxed  to  the  eye- 
balls, the  taxing  power  of  the  munici- 
pal unions  is  on  the  wane.  M 
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A  world  of  experience. 
Times  two. 
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Tiny  businesses  by  themselves,  Mexico's  thousands 

of  small  "farmacias"  add  up  to  a  huge  market. 

If  you  want  to  sell  to  them,  talk  with  Grupo  Casa  Autrey. 


Pipelines 


By  Joel  Millman 

"I'm  a  monopoly  buster,"  boasts  Ser- 
gio Autrey,  president  of  Mexico's 
Grupo  Casa  Autrey.  He  picks  up  a 
carton  of  Brown  &  Williamson's  Kent 
cigarettes — one  of  more  than  200 
foreign  products  his  firm  distributes. 
"We  give  every  manufacturer  a  fair 
chance." 

Lysol  Brands,  produced  by  L&F 
Products,  Inc.,  can  vouch  for  that. 
Lysol  had  no  control  over  distribu- 
tion when  getting  its  household 
cleaning  products  onto  Mexican 
retailers'    shelves,    and    sales  lan- 


guished. In  April  it  began  distributing 
through  Autrey.  Today  its  products 
are  in  over  25%  of  Mexican  supermar- 
kets; Rogelio  Garcia,  marketing  di- 
rector of  Lysol's  Mexican  operations, 
hopes  to  be  in  90%  by  December. 

"Getting  shelf  space  in  Mexico  is  a 
daily  battle,"  says  Garcia.  "Autrey 
fights  that  battle  for  us." 

Brown  &  Williamson  agrees.  It 
sought  Autrey 's  help  last  June.  Com- 
petitor Philip  Morris  already  licensed 
its  brands  to  one  of  two  Mexican 
manufacturers,  which  distributed  the 


products.  RJR  Tobacco  International 
has  a  joint  venture  with  the  other. 
B&w  had  no  licensees  and  hence 
skimpy  distribution.  Autrey  has 
pushed  B&w's  brands  to  places  where 
they  had  been  shut  out. 

Casa  Autrey,  founded  more  than  a 
century  ago  as  a  family  firm — Sergio 
and  his  three  brothers  still  own  about 
73%  of  the  shares — is  a  pipeline  to 
more  than  20,000  sales  counters 
throughout  Mexico.  It  is  Mexico's 
biggest  wholesale  distributor  of  Marl- 
boro cigarettes,  Kodak  film,  Duracell 
batteries,  Gillette  razors  and  Mars 
candy.  It  services  big  chains  like  Cifra, 
Wal-Mart  and  Gigante,  but  the  back- 
bone of  Casa  Autrey's  $820  million  in 
revenues  is  in  thousands  of  small 
drugstores  called  farmacias,  indepen- 
dent outlets  one  finds  all  over  Mexico. 

What's  Autrey's  special  strength?  It 
helps  these  small  stores  deal  with  their 
biggest  problem:  lack  of  capital  to 
carry  sufficient  inventory.  These 
ubiquitous  shops  sell  everything  from 
tampons  and  aspirin  to  cigarettes  and 
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From  the  Managers  of  America's  First  International  Fund 

I 


America's  1st  International  Fund! 

International  Fund  offers  you 

long-term  growth  potential  from  a 
diversified  portfolio  of  foreign  stocks. 

AVERAGE  ANNUAL  RETURNS  AS  OF  6/30/94 

1  Year  19.27% 
5  Years  9.56% 
10  Years  16.67% 

Morningstar  *  *  *  */*' 

Global  Fund  offers  long-term 

growth  potential  from  U.S.  and  foreign 
companies  that  seem  likely  to  capi- 
talize on  worldwide  growth  trends. 

AVERAGE  ANNUAL  RETURNS  AS  OF  6/30/94 

1  Year  13.18% 
5  Years  10.76% 
Since  inception  12.45% 
(7/23/86) 

tPerformance  is  historical  and  not  a  guaran- 
tee of  future  results.  Investment  return  and 
principal  value  fluctuate,  so  you  may  have  a 
gain  or  a  loss  when  you  sell  your  shares. 


r  o  -,  i; 


'Global  investing}  Scudderis  the  first  name  I  think  of." 


Scudder  has  been  helping  people  like  you  find  investment  oppor- 
tunities abroad  for  over  40  years  —  since  we  started  America's  first 
international  fund  in  1953.  So  if  you're  looking  to  diversify  overseas, 
Scudder 's  expertise  can  help  you  manage  the  risks  inherent  in  foreign 
markets,  such  as  currency-exchange  and  share-price  fluctuation.  For 
help  choosing  a  Scudder  pure-no  load"  international  fund,  call  today. 


SCUDDER 

STEVENS  &  CLARK,  INC. 

Celebrating  75  years 
of  serving  investors 


1-800-225-2470  ext.7546 


VIorningstar  proprietary  ratings  reflect  historical  risk-adjusted  performance  as  of  5/31/94  and  are  subject  to  change  every  month.  The  ratings  are 
ilculated  from  the  Fund's  3-,  5-,  and  10-year  average  annual  returns  and  a  risk  factor  that  reflects  Fund  performance  relative  to  3-month  T-bill  monthly 
:turns.  10%  of  the  funds  in  an  asset  class  receive  5  stars,  and  22.5%  receive  4  stars.  Contact  Scudder  Investor  Services,  Inc.,  Distributor,  for  a  free 
md  prospectus  with  more  complete  information  on  management  fees  and  other  expenses.  Read  it  carefully  before  you  invest  or  send  money. 


Casa  Autrey 


prescription  drugs. 

With  little  working  capital  and  mon- 
ey dear,  retailers  need  continual  deliv- 
eries to  replenish  stock,  and  Casa  Au- 
trey excels  at  providing  them.  If  a 
farmacia  calls  Autrey  by  noon,  it  will 
have  a  bottle  of  Sandoz's  Zaditen  or 
Merck's  Mevacor  before  dark.  "When 
the  farmacia  says  come  back  this  after- 
noon for  your  medicine,  it  usually  gets 
it  from  us,"  says  Sergio  Autrey. 

The  heart  of  the  operation  is  Au- 
trey's  computerized  warehouses.  Its 
Vallejo  warehouse  in  Mexico  City 
uses  robots  to  move  high-demand 
lines  like  Kodak  film,  cold  remedies 
and  prescription  drugs,  and  dozens  of 
human  workers  to  fish  up  other  items. 
Thus  Autrey  can  go  from  order  form 
to  invoice  in  under  three  hours,  even 
on  the  smallest  orders.  Vallejo  work- 
ers bundle  around  2,000  orders  a  day. 
The  orders  are  packaged  in  blue  plas- 
tic buckets  and  fly  down  chutes  to- 
ward the  loading  dock.  Casa  Autrey's 
average  order  is  around  $100.  Autrey 


trucks  fan  out  from  each  of  its  19 
warehouses  in  radiuses  as  long  as  200 
miles  and  may  make  30  to  40  deliver- 
ies in  a  single  day. 

For  this  efficient  service  the  little 
retailers  pay  handsomely.  Casa  Au- 
trey's operating  profits  run  close  to 
4%  of  sales;  thanks  to  a  low  tax  rate 
and  extremely  lean  operations,  net 
margins  top  3%,  at  least  double  what  a 
comparable  U.S.  distributor  typically 
earns.  The  little  stores  make  it  up  with 
markups  on  their  own.  For  example, 
many  of  them  sell  items  by  the  piece 
rather  than  the  pack.  Sold  packet  by 
packet,  a  box  of  Alka-Seltzer  that  cost 
the  shopkeeper  over  a  peso  might 
fetch  double  at  retail. 

Receivables?  No  problem.  "The 
farmacias  pay  us  every  day,"  smiles 
43-year-old  Sergio  Autrey,  between 
puffs  on  a  Montecristo  Cuban  cigar. 
"They  know  if  they  don't,  they'll  be 
out  of  business  tomorrow." 

Casa  Autrey  itself  has  been  around  a 
long  time.  An  Autrey  ancestor  came 


from  France  in  1777  with  Lafayette's 
troops  and  after  the  Revolutionary 
War  grew  cotton  in  Alabama.  After 
the  Civil  War,  the  family  drifted  to 
Texas  and  then  Mexico,  where,  in 
1877,  Adolfo  Prescott  John  Autrey 
became  the  first  person  to  obtain  an 
oil  drilling  concession.  By  the  end  of 
the  century  Adolfo  Autrey  was  mak- 
ing pharmaceuticals  and  distributing 
them  to  oil  workers'  clinics.  Later  the 
family  got  out  of  manufacturing  and 
concentrated  on  distribution. 

The  current  generation  of  Autreys 
has  added  greatly  to  the  family's  for- 
tunes. Besides  73%  of  Grupo  Casa 
Autrey,  they  own  commuter  airline 
Transportes  Aeromar,  the  largest 
stake  in  leading  banking  and  broker- 
age firm  Inverlat,  and  part  of  one  of 
Mexico's  largest  sugar  refineries. 
Their  most  ambitious  project  now  is 
Grupo  Acerero  del  Norte,  a  big  inte- 
grated mining  and  steelmaking  com- 
bine. The  family  is  probably  worth 
close  to  $1  billion. 

Brother  Xavier  Autrey,  41 ,  runs  the 
mining/steel  business.  Carlos  Au- 
trey, 48,  hangs  his  hat  at  the  bank. 
The  two  other  brothers,  Sergio,  43, 
and  Adolfo,  50,  are  based  in  Grupo 
Casa  Autrey's  Mexico  City  headquar- 
ters. There  they  keep  a  close  eye  on 
the  core  business:  Sergio,  a  strapping 
man  with  a  toothy  grin,  operates  from 
a  desk  wedged  among  40  others  in 
one  big  cluttered  room;  Adolfo  has  a 
private  office,  but  its  walls  are  glass — 
the  better  to  watch  things. 

Despite  Mexico's  tight-money  re- 
cession, Autrey's  sales  grew  over  1 0% 
in  the  first  half  of  this  year;  profits, 
too,  rose.  J. P.  Morgan  Securities, 
Inc.'s  equity  analyst  Debra  Wang 
Smith,  who  tracks  Casa  Autrey,  pre- 
dicts revenues  will  rise  20%,  to  nearly 
$1  billion,  this  year,  profits  to  $32 
million  ($1.22  per  ads).  Casa  Au- 
trey's NYSE-listed  American  Deposi- 
tary Shares  are  90%  above  their  1993 
offering  price  and,  at  a  recent  32%, 
just  under  their  52-week  high. 

The  recent  erosion  of  the  Mexican 
peso  against  the  dollar  hasn't  hurt 
Casa  Autrey  much  because  it  is  able  to 
pass  the  increased  peso  cost  of  U.S. - 
made  products  on  to  consumers.  De- 
mand for  U.S.  goods  is  rising  in  step 
with  Mexico's  growing  middle-class 
incomes;  Casa  Autrey's  fortunes  are 
rising  on  the  tide.  m 


220 


Forbes  ■  September  12,  1994 


There's  Only  One  Place 
You  Can  Find  The  World's 
Leading  Specialists  For 


American  And  Global 
Depositary  Receipts 

Government  Securities 
Clearance 


Domestic  And  Global 
Custody 

Mutual  Fund 
Services 


Global  Securities 
Lending 


Stock  Transfer 
Services 


And  Corporate 
Trust. 


Specialists  In  Securities  Processing  Services 

©1994  The  Bank  of  New  York  An  Equal  Opportunity  Lender 


THE 
BANKOF 
NEW 
YORK 


MUNtY  lYItN 


Most  of  us  would  rather  live  in  states  where  taxes  are 
low.  Arthur  Laffer  and  Victor  Canto  think  we  should  invest 
in  companies  headquartered  in  such  places,  too. 

Supply-side 


investing 


By  Matt  Walsh 


Arthur  Laffer  (left)  and  Victor  Canto 

After  20  years  of  preaching,  they're  applying  their  theory  to  real  money. 


YOU'VE  heard  of  "socially  responsi- 
ble11 investing — avoiding  shares  in 
companies  that  make  weapons,  ciga- 
rettes, booze  or  anything  else  you 
may  object  to.  Here's  a  new  take  on 
the  theme.  Victor  Canto  and  Arthur 
Laffer  are  managing  money  on  the 
principle  that  investors  should  shun 
companies  headquartered  in  states 
that  tax  their  citizens  unmercifully. 
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Laffer,  54,  is  the  former  University 
of  Southern  California  economics 
professor  who  in  1974  posited  that 
cutting  tax  rates  can  increase  tax  reve- 
nues. His  "Laffer  Curve'1  became  a 
central  tenet  of  supply-side  econom- 
ics and  helped  usher  in  the  Reagan 
Administration's  tax  cuts. 

Canto,  43,  is  his  former  student 
and  longtime  partner.  Together  they 


run  A.  B.  Laffer,  V.  A.  Canto  & 
Associates,  a  La  Jolla,  Calif,  econom- 
ics consulting  firm  that  preaches  the 
Laffer  gospel  in  books  and  papers,  and 
advises  200  portfolio  managers  on 
everything  from  interest  rates  to  the 
European  monetary  system. 

In  1992  Laffer  and  Canto  got  the 
itch  to  manage  some  money  them- 
selves. They  dusted  off  research  pa- 
pers they  had  published  since  1984 
that  supported  the  Laffer  Curve  hy- 
pothesis by  showing  that  states  where 
tax  rates  dropped,  relative  to  the  na- 
tional average,  enjoyed  stronger  eco- 
nomic growth  than  states  where  tax 
rates  rose. 

Wondered  Laffer  and  Canto: 
Might  changing  tax  burdens  provide 
a  basis  for  picking  stocks?  Presumably, 
smallish  companies  that  are  head- 
quartered in  fiscally  responsible  (i.e., 
tax-cutting)  states  would  tend  to  per- 
form better  than  companies  in  states 
where  politicians  were  raising  tax 
rates,  because  people  would  work 
harder  and  have  more  aftertax  dollars 
to  spend. 

Laffer  and  Canto  tested  their  the- 
ory against  historical  stock  market 
data.  Their  findings  were  encourag- 
ing. Over  the  six  years  ended  Dec.  31, 
1992,  stocks  of  smallish  companies — 
that  is,  those  with  an  average  market 
capitalization  of  $550  million — head- 
quartered in  states  with  declining  rel- 
ative tax  rates  outperformed  the  Rus- 
sell 2000  index  of  small  companies  by 
almost  three  percentage  points  a  year. 

In  February  1993  Laffer  and  Canto 
set  up  Calport  Asset  Management 
and  landed  a  $20  million  account 
from  Continental  Corp.,  the  big  in- 
surance company. 
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/  Series  '  automated 


Our  I 


ins 


On  The 


Productivity 


Of  Diebold 


teller  machines  have 


captured  the  leading 


position  in  the 


U.S.  market  for 


two  years  running. 


America's  most  popular 

automated  teller  machines  are 
making  friends  everywhere 
these  days.  In  banks,  stores, 
shopping  centers,  workplaces. 
In  places  around  here  and 
around  the  world. 

Last  year,  InterBold®  i  Series 
shipments  rose  28%  worldwide. 
(136%  in  Africa;  588%  in  South 
America.) 

By  designing  integrated  systems 
that  take  advantage  of  state- 
of-the-art  technology,  we're 
right  in  step  with  the  march 
toward  greater  productivity. 

Strong  demand  for  self-service 
and  security  products  supported 
by  quality  service,  as  well  as  our 
continuing  diversification  into 
new  markets,  helps  explain  why 
the  Company  left  1993  with  the 
largest  backlog  in  our  history. 

For  more  information,  write 
Diebold,  Incorporated,  Investor 
Relations,  Dept.  1-79,  P.O.  Box 
8230,  Canton,  Ohio  44711-8230. 
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E-MAIL  FOR  PEOPL 
PLACES  TO  GO  A 


In  other  words,  people  like 
you.  People  who  need  more  time. 


exiting  the  application  you're  work- 
ing in.  And  send  faxes  right  from 
£><^?4Ccii*-7i^*4  -v      vour  word 


With  Schednle+ you'll  spend  less  time  rounding  people  up  for  meetings,  because  Scheduled  lets 
you  see  when  the  people  you  need  are  free.  So  you  can  pick  a  time  that's  convenient  for  everyone. 


How  can  Microsoft  Mail  save 
you  time?  Mail  has  smart,  sensible 
symbols  and  online  help  that  make 

learning 
to  send 
and  receive 
mail  easy.  Anc 
if  you're  going  to 
be  away  from  your  office 
Mail's  Out  of  Office  feature  will 
automatically  forward  a  message 
to  everyone  who  tries  to  get  in  corlj 
tact  with  you  while  you're  out. 

You  can  save  even  more  time 
by  adding  other  features  that  are 


And  fewer  headaches.  Microsoft* 
Mail  lets  you  do  more,  while  keep- 
ing you  connected,  whether  you're 
down  the  hall  or  down  under  on 
business.  No  wonder  Microsoft 
Mail  is  the  best-selling  LAN-based 
mail  product  in  the  world. 

For  a  start,  Microsoft  Mail 
works  perfectly  with  what 
you  already  have.  Whether 
you're  in  MS-DOS,*  the 
Windows'*  operating  sys- 
tem, on  a  Mac,  or  OS/2*. 
And  you  can  send  mail  without 


processor.  Whether  you're 
in  Microsoft  Word, 
Microsoft  Excel,  Lotus' 
1-2-3*  or  WordPerfect.' 


With  electronic  forms,  you'll 

be  able  to  track  expense 
reports,  vacation  requests 

and  other  important 
forms  as  they  speed  safely 
through  your  company. 


With  Mail  Remote,  you  don't  need  to  be 
in  your  office  to  keep  in  touch.  And  with 
wireless  service  you  don't  even  need  to  be 
near  a  phone.  You  can  log  in  anywhere. 


just  as  easy  to  use  as  Mail.  Like 
Scheduled  the  best-selling  sched 
uler  for  Windows.  It  helps  you  man 
age  your  calendar  and  reminds 
you  of  meetings  and  dead- 
lines. It  even  shows  you 
when  everyone  is  free.  Sc 
you  can  schedule  meeting 
without  a  lot  of  legwork. 
Microsoft  electronic  forms  le 


©  1994  Microsoft  Corporation.  All  rights  reserved.  Offer  good  only  in  the  50  United  States.  In  the  SO  United  States,  call  (800)  426-9400.  Fot  more  informarion  only:  In  Canada,  call  (800)  563-9048;  outside  the  United  States  and  Canada,  call  your 
local  Microsoft  subsidiary  or  (206)  9*6-8661.  Microsoft  and  MS-DOS  are  registered  trademarks  and  Windows  is  a  trademark  of  Microsoft  Corporation.  Lotus  and  1-2-3  are  regisrered  trademarks  of  Lotus  Development  Corporation.  WordPcrfq 
is  a  registered  trademark  of  WordPerfect  Corporation.  Mac  is  a  rcgisteted  ttadematk  of  Apple  Computer.  Inc.  OS/2  is  a  registeted  trademark  of  International  Business  Machines  Corporarion. 


WITH  THINGS  TO  DO, 
PEOPLE  TO  SEE. 


you  speed  expense  reports,  vaca- 
tion requests  and  other  important 
forms  through  your  office  at  the 
speed  of  light.  And  with  electronic 
forms  you  can  track  them  easily 


you're  on  the  road.  Not  only  that,  it 
can  also  save  you  money.  Just  read 
the  important  messages,  then  let 
Mail  Remote  respond  automatically 


Hers  are  some  excerpts  from 
last  week's  sessions 
Oerall.  they  went  very  well 
Tr»s  one  guy  summed  up 
ffte  overall  reaction 
best  Thought  you'd  want 
tohearityoursell 


1 21  messages:  27  unread 


Microsoft  Mail  gives 
you  an  infinite  number 

of  ways  to  be  more 
persuasive.  Send  words, 

graphs,  pictures  and 
sound  as  mail  messages. 
There's  almost  no  limit 
to  what  you  can  send. 


Finally,  with  Mail  Remote  you  when  transmission  rates  are  lowest, 
can  stay  connected  and  work  just  No  other  mail  system  is  easier 

like  you  do  in  your  office  when         to  use.  Or  engineered  like  Microsoft 

Scheduler's  alarm  clock  reminds  you  of  meetings,  deadlines,  anything.  So  you'll  stay  organized 
and  save  time.  Without  it,  we  might  have  forgotten  this  caption  entirely. 


Mail  to  evolve  into  information 
exchange  technologies,  lb  find  out 
more,  just  add  one  more  thing  to 
your  to-do  list:  Call  (800)  871-3271, 
Department  EAK  and  ask  for  our 
free  Microsoft  Mail  demo  disk. 

Microsoft  Mail  is  the  best-selling 
LAN-based  mail  product  in  the  world. 

Add  Scheduled  for  a  personal 
time-management  and  group  scheduling 

system.  And  electronic  forms  to  speed 
paperwork  through  your  office.  Take  them 
all  on  the  road  with  Mail  Remote. 
Together  they'll  make  your  whole 
organization  more  productive  than  you 
ever  could  have  imagined. 


a 


Microsoft 


MONEY  MEN  J 


Here's  how  Calport 
picks  stocks:  First,  Laffer 
and  Canto  make  a  list  of 
1,250  medium-size  com- 
panies— all  those  in  the  top 
2,000  in  market  capitaliza- 
tion but  below  the  top  750. 
The  largest  companies  are 
excluded  because  their  op- 
erations are  dispersed 
across  many  states  and  for- 
eign countries,  and  thus  are 
unlikely  to  be  affected  by 
any  one  state's  economy. 

Then,  to  assure  a  mini- 
mum degree  of  liquidity, 
Canto  and  Laffer  eliminate 
from  their  list  of  1,250 
companies  the  500  firms 
with  the  lowest  trading  vol- 
umes. The  750  companies 
that  remain  are  divided  into 
two  groups:  those  head- 
quartered in  good  states 
and  those  in  bad  states.  The 
good -state  list  is  further  ■■■I 
screened  to  eliminate  those 
involved  in  a  takeover,  or  whose  pub- 
lic float  is  too  small.  What's  left  is  a 
buy  list  of  130  companies  that  range 
in  market  capitalization  from  SI 00 
million  to  $1  billion. 

"People  talk  about  raising  exemp- 
tions or  deductions,"  Canto  says. 
"To  us,  these  are  meaningless  be- 
cause they  don't  alter  behavior  at  the 
margin.  What  we  want  to  know  is,  'If 
I  earn  one  additional  dollar,  how 
much  of  that  will  I  have  to  give  up?'  " 

The  Calport  managers  want  to 
know  how  much  of  a  given  dollar  of 
income  will  be  available  to  purchase 
goods  and  services  in  each  state,  so 
they  look  at  all  taxes — sales,  property, 
corporate,  personal — and  even  gov- 
ernment mandates.  Canto  has  devel- 
oped a  formula  that  takes  both  sales 
tax  rates  and  income  tax  brackets  into 
account  in  a  combined  marginal  tax 
burden. 

Note  that  what  matters  to  Laffer 
and  Canto  is  not  the  absolute  level  of  a 
state's  taxation,  but  rather  the  direc- 
tion taxation  is  headed  in  relation  to 
changes  in  other  states.  States  with 
high  tax  levels — New  York,  Califor- 
nia and  Illinois,  for  example — are 
hurting  their  economies,  to  be  sure, 
but  the  Calport  analysts  assume  that 
these  tax  burdens  are  already  fac- 
tored into  current  stock  prices.  Laffer 
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Home 
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state 
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1  j 

Automotive  Industries  Holding/plsstic  trim  for  3utos 

Minnesota 

ID 

Bisys  Group/data  processing  and  loan  servicing  for  banks 

New  Jersey 

19 

^'^ranctai*  1  n/H i icf hag /ropur loH  nQnorhncirH 
Udraublar  1  nUUStl Ico/lcLyUcU  pdpciuudiu 

florirni  3 
UcUlgld 

10 

Dextsr  Corp/surgical  suppliGS,  tea  bags,  ink 

Connecticut 

10 

Electrocom  Automation/automated  document  processing 

Texas 

1(1 
1U 

necningcr/iidiuwdic  siuicb 

IVldiyidllu 

10 

Integrated  Circuit/chips  for  video  graphics  displays 

Pennsylvania 

10 

Northwest  Natural  Gas  Co/gas  distribution 

Oregon 

13 

SCI  Systems/instrumentation  controls 

Alabama 

11 

Spartan  Motors/fire  truck  chassis 

Michigan 

13 

Wabash  National  Corp/truck  trailers 

Indiana 

27 

Calport  pays  no  attention  to  fundamentals  like  earnings  and 
book  value.  All  it  wants  is  a  medium-size  or  small  company 
headquartered  in  a  good  state.  Here's  a  selection  of  what 
pops  out  of  the  computer. 


and  Canto  hope  to  capture  tax  bur- 
den shifts  that  the  market  does  not 
yet  fully  anticipate. 

Nearly  all  of  the  fiscal  1995  state 
budgets  are  in  now,  and  Canto  and 
Laffer  have  ranked  the  states.  The 
eight  states  that  are  lightening  their 


Friends  and  foes 

State 

Change  in 

State 

Change  in 

tax  burden 

tax  burden 

Best 

Alabama 

-3.27% 

Colorado 

-1.19% 

Vermont 

-1.57 

Arizona 

-1.16 

Michigan 

-1.52 

New  Jersey 

-1.07 

Mississippi 

-1.35 

Georgia 

-1.06 

Worst 

Wyoming 

+5.45% 

Washington 

+2.43% 

West  Virginia  +5.39 

New  Mexico 

+1.96 

Montana 

+4.22 

Arkansas 

+1.52 

New  Hampshire +2.55 

New  York 

+1.27 

Source:  A.B.  Laffer,  V.A.  Canto  &  Associates. 

Calport  takes  the  percentage  by  which 
state  tax  collections  are  expected  to 
increase  for  fiscal  year  1995,  then 
subtracts  from  each  state's  figure  the 
national  average  increase  in  tax 
burdens  (1.05%)  to  get  a  relative  gain 
or  decline  in  tax  burdens. 


tax  burdens  include  Ala- 
bama, Vermont,  Michigan, 
Mississippi  and  Colorado. 
The  20  states  where  the 
burdens  are  growing  in- 
clude Wyoming,  West  Vir- 
ginia, Montana,  New 
Hampshire  and  Washing- 
ton. (See  table  below.) 

The  buy  list  of  130  well- 
sited  companies  is  equally 
weighted,  meaning  the 
same  amount  of  money  is 
invested  in  each  stock. 
Laffer  and  Canto  give  no 
consideration  to  a  compa- 
ny's management,  prod- 
ucts, strategy  or  even  finan- 
cial strength  or  perfor- 
mance. The  end  result  is  an 
eclectic  collection  that  in- 
cludes a  few  familiar  names 
(like  Amax  Gold  and  Dell 
Computer)  and  a  lot  of  un- 
familiar ones  (like  acx 
Technologies,  which  is  in 
the  carton,  ceramics  and 
corn  syrup  business). 

Laffer  and  Canto  have  managed 
money  for  barely  18  months,  so  it's 
too  early  to  evaluate  their  stock-pick- 
ing strategy.  Early  indications  are  not 
auspicious.  Since  February  1993  Cal- 
port's  portfolio  has  trailed  the  Russell 
2000  by  5  percentage  points,  al- 
though it  has  eked  out  a  1 -point  lead 
over  the  S&P  500  index  of  big-compa- 
ny stocks.  This  performance  is  before 
Calport's  0.66%  annual  fee. 

The  problem  was  California.  In  the 
summer  of  1993  Laffer  and  Canto 
included  California  among  the  fiscally 
responsible  states.  Its  tax  rates  were 
rising,  but  at  a  slower  rate  than  the 
national  average.  Because  of  Califor- 
nia's size  a  third  of  Calport's  money 
was  invested  in  companies  headquar- 
tered there. 

But  the  following  November  Cali- 
fornia voters  took  Laffer  and  Canto  by 
surprise.  Convinced  by  politicians 
that  the  money  would  be  used  to  fight 
crime,  voters  approved  a  three-quar- 
ters-of-a-cent  sales  tax  increase.  Says 
Canto,  "On  the  day  of  the  election  we 
should  have  sold  everything  we  had  in 
California." 

In  other  words,  the  Laffer/Canto 
method  of  picking  stocks  requires 
judgment,  just  like  any  other  ap- 
proach to  the  stock  market.  U 
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/  Zr^LJo,  the  next  time  you're  looking 
for  the  most  secure  life  insufance,  talk  to  the  company  that's  in 
a  classify  itself . 


9  1994  The  Northwestern  Mutual  Life  Insurance  Company,  Milwaukee, Wisconsin. 


THE  MONEY  MEN 


Do  you  want  to  make  a  bet  that  the  Russians 

will  put  their  economy  back  together? 

Take  a  flier  on  a  hard-currency-Russian  bond. 

Sovereign  junk 


By  Paul  Klebnikov 

Buying  equities  is  not  the  only  way 
to  make  a  bet  on  a  potential  turn- 
around. Government  bonds  can  be  an 
equally  lucrative  opportunity.  Nathan 
Rothschild  knew  that:  He  made  a 
killing  on  British  governments  by  get- 
ting early  word  of  Wellington's  vic- 
tory at  Waterloo; 

It's  1994  and  Russia  is  a  mess.  Its 
bonds  sell  at  fat  discounts.  It  could  be 
an  opportunity  to  pull  a  Rothschild. 
There's  this  to  say  for  a  lot  of  its  debt 
that  you  can't  say  for  Russian  equities: 
Most  Russian  debt  securities  are  de- 
nominated in  dollars  and  other  west- 
ern currencies,  not  rubles.  Also,  you 
can  get  Russian  debt  securities 
through  western  financial  institutions 
like  Chemical  Bank,  Chase  Manhat- 
tan, Morgan  Grenfell  or  Salomon 
Brothers,  so  you  don't  have  to  deal 
with  shady  Russian  bucket  shops.  Fi- 
nally, the  Russian  debt  market  is  high- 
ly liquid:  Trading  volume  in  the  West 
is  probably  on  the  order  of  $100 
million  a  day. 

Don't  have  any  illusions  about  the 
risk.  Some  issues  trade  in  the  West 
with  the  volatility  of  a  hot  new  offer- 
ing. One  went  from  a  quote  of  12 
cents  on  the  dollar  in  early  1993  to  55 
cents  last  November  and  is  now  back 
down  to  29  cents. 

About  $80  billion  of  Russian  debt 
is  held  in  the  West.  That 
includes:  ~" ~ ~ ~~ 

■  $35  billion  borrowed 
in  government-to-govern- 
ment loans. 

■  $25  billion  owed  to  com- 
mercial banks  by  the  de- 
funct Soviet  foreign  trade 
bank,.  Vneshekonombank 
(ve  Bank). 

■  $1.7  billion  of  VE  Bank 
bonds  trading  on  western 
financial  markets. 

■  $8  billion  in  dollar -de- 


nominated "MinFin"  bonds  issued 
by  the  Russian  Finance  Ministry  do- 
mestically. 

■  Some  $10  billion  in  supplier  credits 
owed  to  foreign  companies. 

The  good  news  is  that  the  Russians 
have  taken  responsibility  for  the  debt 
of  the  old  Soviet  Union,  even  for  the 
defunct  ve  Bank  loans.  The  bad  news 
is  that  they  want  concessions.  They 
have  reportedly  approached  lead 
creditor  Deutsche  Bank  with  this  of- 
fer: Some  of  the  ve  Bank  loans  would 
be  swapped  for  shares  in  prime  Rus- 
sian enterprises  such  as  the  oil  and  gas 


Selected  Russian  debt  issues 

Maturity 


Issue 


VE  Bank  Eurobonds  (DM)  8/95 
VE  Bank  Eurobonds  (DM)  3/96 
MinFin  bond  Tranche  2  5/96 
MinFin  bond  Tranche  5  5/08 
VE  Bank  loans  ($US)  NA 


Size1 

 Price2  

Yield 

($bil) 

1993-94  recent 

to 

high  low 

maturity 

$0.3 

95  87  90 

17.9% 

0.5 

90  82  84 

19.1 

1.5 

NA  NA  68 

28.8 

2.2 

NA  NA  28 

16.6 

8.4 

55   12  29 

nonperforming 

'VE  Bank  Eurobonds  are  denominated  in  deutsche  marks;  the  remaining  3  in  $US 
2Cents  on  a  dollar  of  face  value.   NA:  Not  available.  Source:  Chemical  Banking  Corp. 


companies;  the  rest  of  the  debt  would 
be  rescheduled.  If  the  Russians  strike 
some  kind  of  a  deal  within  the  next 
half-year,  as  many  bankers  anticipate, 
the  price  of  the  ve  Bank 
loans  trading  on  western  markets 
should  rise. 

The  Russians,  meanwhile,  are  cur- 
rent with  interest  and  principal  pay- 
ments on  $1.7  billion  worth  of  Euro- 
bonds, two  issues  of  which  are  shown 
in  the  table.  Those  bonds  will  almost 
certainly  be  repaid  in  full,  in  the  opin- 
ion of  Alexis  Rodzianko,  head  of 
emerging  markets  proprietary  trading 
at  Chemical  Banking  Corp. 

The  Russian  economy  is  in  bad 
shape  but  in  some  ways  better  off  than 
the  Latin  American  economies,  where 
sovereign  debt  has  shown  strong 
gains  since  1989.  That  $80  billion 
liability  is  about  twice  as  much  as  what 
the  Russian  economy  exported  last 
year.  The  comparable  debt/ 
export  ratio  is  3  for  Brazil  and  4.3  for 
Argentina. 

Russia's  foreign  currency  reserves 
now  stand  at  $10  billion,  and  its  trade 
surplus  this  year  will  probably  reach 
$10  billion  for  the  second  year  run- 
ning. The  booming  private  and  semi- 
legal economy,  meanwhile,  is  pump- 
ing hard  dollars  into  the  ruble-debili- 
tated Russian  economy. 

The  dark  cloud  on  the  horizon  is 
neo-fascist  Vladimir  Zhirinovsky.  His 
half- serious  threats  last  year  to  lob 
bombs  on  Japan  caused  Japanese 
banks  to  dump  their  holdings  of  VE 
Bank  loans  over  the  winter,  pushing 
prices  down  by  half. 

Willing  to  accept  the  risk?  Most  of 
the  big  banks  and  brokers  prefer  to 
deal  with  institutions  and  only  accept 
orders  of  at  least  $100,000.  But  the 
Eurobonds  are  issued  in  smaller  de- 
nominations, as  low  as  1,000  deut- 
sche marks  ($650);  H.  Riv- 
kin  &  Co.,  a  small  New 
York  brokerage  specializ- 
ing in  Russian  debt,  does 
trades  as  small  as  $30,000. 

The  other  way  to  play 
this  game  is  to  get  an 
emerging  market  debt  fund 
with  a  sizable  stake  in  Rus- 
sian debt.  Among  them  are 
Templeton  Emerging  Mar- 
kets Income  Fund  and  Alli- 
ance World  Dollar  Govern- 
ment Fund  II.  Hi 
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1200  gift  ideas 
0  headaches 


nIo  matter  how  little  time  you  have  to  shop,  Radio  Shack  Gift  Express  makes  it  easy.  We  help  you  choose  from 
lundreds  of  imaginative  gift  ideas — from  personal  electronics  to  home  entertainment.  Even  toys  for  the  kids.  If 
vou  have  to  send  your  gift  out  of  town,  we'll  wrap  it,  add  a  personalized  card,  and  ship  it  via  Federal  Express® 
Jelivery  service.  So  now,  the  only  worry  you'll  have  is  remembering  all  of  those  birthdays.  And  weddings.  And . 


Radio  /hack  Gift  ffflExpresssM 

You've  got  questions.  We've  got  answers.SM  ^^.u^^^mm 


MARKETING 

EDITED  BY  JOSHUA  LEUIHE 


In  the  vast  wasteland  of  TV,  Ken  Burns' 
documentaries  are  that  rare  combination  of  quality 
and  mass  appeal.  So  why  isn't  he  getting  rich? 

Protecting 
the  brand 


Kenneth  Burns,  40,  is  the  boyish 
documentary  filmmaker  who  won 
wide  acclaim  and  huge  audiences  for 
his  TV  series  The  Civil  War  four  years 
ago.  Some  100  million  people 
watched  all  or  part  of  that  series,  and  it 
sold  about  $60  million  worth  of 
books  and  phone-order  videotapes. 

Burns  is  back  now  with  Baseball,  an 
18V2-hour  TV  miniseries  chronicling 
the  history  of  the  nation's  pastime, 
due  to  begin  on  Sept.  18  on  public 
television. 

Early  projections  for  Baseball  look 
even  more  promising  than  for  The 
Civil  War:  upwards  of  1  million  vid- 
eotapes at  $24.95  each  and  probably 
close  to  1  million  copies  of  the  $60 
companion  coffee  table  book,  to  be 
published  by  Alfred  A.  Knopf.  Knopf 
is  printing  400,000  copies  for  its  first 
print  run. 


Filmmaker  Ken  Burns  (bottom)  and  a  scene 
from  his  new  miniseries,  "Baseball" 
Art  mixes  with  commerce. 


That's  only  the  start  of  the  licensing 
bonanza  that  is  expected.  The  Upper 
Deck  trading-card  company  has  the 
license  for  a  set  of  historical  baseball 
cards.  General  Motors,  which  under- 
wrote a  little  over  $2  million  of  Base- 
ball's budget  of  about  $7  million,  will 
get  merchandise  catalogs  for  its  deal- 
ers featuring  such  items  as  twill  team 
jerseys  ($110),  Satchel  Paige  mugs 
($9.25)  and  stadium  throw  rugs 
($59).  Next  spring,  when  the  series  is 
rebroadcast,  other  Baseball-rchtcd 
merchandise  will  show  up  in  stores 
ranging  from  Bloomingdale's  to  J.C. 
Penney,  Target  and  Wal-Mart. 

"It  will  make  a  lot  of  people  very 
|  rich,"  Ken  Burns  says.  But  not  Ken 
|  Burns.  Most  of  his  7%  to  14%  mer- 
g  chandise  licensing  royalties  will  be 
|  split  between  Major  League  Baseball, 
|  which  owns  the  rights  to  all  team 
logos,  and  the  estates  of  players  like 
Babe  Ruth  and  Jackie  Robinson,  if 
their  images  are  used. 

Burns  has  also  created  a  nonprofit 
foundation  to  channel  Baseball's  mer- 
chandising proceeds  to  pet  causes,  like 
baseball's  Negro  Leagues  museum  in 
Kansas  City,  the  Hall  of  Fame  in  Coo- 
perstown,  and  those  he  regards  as  de- 
serving young  filmmakers. 

Ken  Burns  and  other  principals  on 
the  project  may  split  $6  million  or  so 
in  royalties  from  sales  of  videotapes, 
books  and  the  film's  soundtrack.  But 
don't  look  for  Burns  to  start  shopping 
for  beachfront  property  in  Malibu. 
When  he  is  finished  paying  off  his 
g  various  backers,  there  won't  be  a  great 
1  deal  left. 

1  The  proceeds  from  The  Civil  War 
%  enabled  Burns  to  reimburse  the  Na- 
I  tional  Endowment  for  the  Human- 
ities its  $1,349,500  grant.  That's  the 
first  time  anyone  has  fully  paid  the 
National  Endowment  back,  but  only 
because  none  of  their  other  beneficia- 
ries has  made  enough  money.  He  also 
repaid  other  foundations  that  put  up 
money  for  the  project,  including  the 
Corporation  for  Public  Broadcasting, 
the  Arthur  Vining  Davis  Foundations 
and  the  John  D.  and  Catherine  T. 
MacArthur  Foundation. 

He'll  most  likely  do  the  same  for 
Baseball.  "At  the  end,"  says  Burns, 
"everything  has  to  come  out  to  zero.  I 
have  never  tried  to  run  this  like  a 
business." 

For  most  of  his  career,  Burns  never 
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There's  more  to 
Treasury  than 
cashflow. 


Richard  J.  Carli 
Corporate  Finance  Manager 


7a 


Today's  treasury  operation  is  concerned  with  a  lot 
more  than  managing  cash.  At  Digital,  treasurer 
Ilene  Jacobs'  team  uses  cutting  edge  tools  and  sea- 
soned judgment  to  arrange  financing,  hedge  foreign 
exchange,  invest  pension  assets,  buy  insurance,  and 
address  risk. 

Digital's  treasury  managers  keep  themselves  on 
the  cutting  edge  by  attending  seminars  at  Harvard  and 
by  sharing  experiences  with  other  members  of  the 
National  Association  of  Corporate  Treasurers.  And  they 
read  the  only  publication  that  covers  all  aspects  of  their 
job:  Treasury  &  Risk  Management. 


With  unparalleled  access  to  treasurers  in  major  U.S. 
corporations,  Treasury  &  Risk  Management  fills  issue 
after  issue  with  real-world  examples  of  how  innovative 
treasury  managers  deal  with  some  of  the  thorniest 
dilemmas  of  the  day.  That's  why  the  Wall  Street  Journal 
recently  quoted  the  magazine  in  its  front-page  story  on 
the  use  of  derivative  instruments. 

For  more  information  on  how  to  place  your  advertising 
message  in  the  leading  publication  for  treasury  managers, 
callLissa  Short  at  (212)  541-0514 
or  Jim  Mack  at  (312)  704-0012. 


The  Smarter  Option 


had  to  worry  about  what  to  do  with 
the  profits.  There  weren't  any.  As  a 
struggling  filmmaker,  Burns 
scrounged  for  grant  money  like  every- 
body else  while  making  documenta- 
ries on  subjects  like  the  Brooklyn 
Bridge  (1981),  Huey  Long  (1985) 
and  Congress  (1988). 

All  that  changed  with  The  Civil 
War.  General  Motors  had  backed 
Burns  from  his  early  days  as  part  of  its 
sponsorship  program  geared  to  wor- 
thy Americana.  The  huge  success  of 
The  Civil  War  startled  everybody.  It 
also  spawned  a  host  of  interlopers 
who  piggybacked  their  unlicensed 
books  and  merchandise  on  the  show 
and  made  a  mint.  This  time  Burns 
wants  to  make  sure  that  others  don't 
get  a  free  ride  on  his  success.  Even  if 
the  money  is  not  going  to  end  up  in 
his  pocket,  he  wants  a  say  as  to  where 
it  does  go. 

"Ken's  a  brand  now,  and  we've  got 
to  protect  it,"  says  Sheryl  Shade,  who 
handled  licensing  informally  for  The 
Civil  War  and  now  heads  Baseball 
Licensing  International,  Inc.  the 
newly  created  merchandising  arm  of 
Burns'  Florentine  Films.  Part  of  her 
job  is  to  make  sure  that  the  brand  isn't 
cheapened.  "Ken  doesn't  want  to  be 
known  as  a  seller  of  trinkets." 

General  Motors  is  giving  all  royalty 
money  from  merchandise  sold 
through  its  catalog  to  Baseball  Li- 
censing International,  which  will  then 
funnel  it  through  Burns'  nonprofit 
foundation. 

Most  of  GM's  promotional  activities 
center  on  educational  programs  that 
include  an  essay  contest — "Baseball, 
me,  my  family  and  friends" — in  grade 
schools.  On  Sept.  10,  GM  will  select  2 
national  winners  from  among  50  re- 
gional winners.  The  winners  get 
$10,000  college  scholarships.  "He 
makes  no  money  off  it,  and  we  make 
no  money  off  it.  We're  just  trying  to 
make  sure  we're  identified  with  the 
project,"  says  S.M.  Roberts  of  nw 
Ayer,  Inc.,  GM's  agency  for  corporate 
advertising. 

Ken  Burns  will  most  likely  return  to 
his  traditional  funders — General  Mo- 
tors, the  National  Endowment  for  the 
Humanities  and  private  founda- 
tions— for  his  next  project,  a  history 
of  Thomas  Jefferson.  He  may  not  be 
getting  rich,  but  he  isn't  likely  to  have 
any  trouble  raising  money.  WM 


Another  new  soft  drink?  This  one  is  more  about  sexy 
images  than  it  is  about  taste  or  ingredients. 

The  dance  drink 


The  U.S.  version  of  Brazil's  guarana  drink 
"Dance  the  dance,  drink  the  drink." 


In  Brazil  they  guzzle  the  stuff  by  the 
gallon.  It's  a  sweet,  flowery-tasting 
soda  made  from  the  guarana  berry, 
whose  seed  looks  something  like  a 
hazelnut  and  grows  in  the  Amazon 
jungle.  Down  there  the  three  main 
guarana  brands  make  up  16%  of  the 
roughly  $3  billion  Brazilian  soft 
drink  market. 

But  will  folks  in  North  America 
drink  the  stuff?  Brazil's  Grupo  Real 
thinks  so.  The  $6.7  billion  Brazilian 
conglomerate,  with  interests  in  ho- 
tels, broadcasting  and  investment 
banking,  has  rounded  up  a  group  of 
wealthy  Brazilian  investors  to  market 
a  guarana- flavored  soda  here. 

ibi  Beverage,  Inc.,  created  to  run 
the  project,  is  counting  on  the  Brazil- 
ian image  to  move  the  glop.  It  figures 
Yankees  are  more  aware  of  things 
Brazilian  since  that  country  won  soc- 
cer's World  Cup  in  the  U.S.  It  also 
figures  that  Yankees  think  of  Brazil  as 
one  big  soda  commercial — a  giant 
beach  with  near-naked  youths  in  per- 
petual frolic. 

ibi  Beverage's  guarana-based 
drink  created  for  the  U.S.  market  is 
called — you  guessed  it — Samba.  In 
Samba's  commercials,  a  scantily  clad 
spokes-nymph  will  coo:  "In  Brazil 
we  do  things  a  little  different.  We 
laugh  a  little  more,  wear  a  little  less 


and  dance  the  samba. 
Dance  the  dance.  Drink 
the  drink." 

Samba  has  been  made 
less  sweet  than  its  Brazilian 
cousins  to  appeal  to  U.S. 
palates.  Fruits  like  papaya, 
mango  and  raspberry  have 
been  added  to  three  of 
Samba's  four  flavors  to  cut 
the  guarana  berry's  overly 
aromatic  taste.  Samba  is 
just  starting  to  show  up  in 
stores  in  Oregon,  Arizona 
and  parts  of  west  Texas  and 
New  Mexico,  ibi  Beverage 
plans  to  spend  over  $3  million  mar- 
keting  the   brand   in   this  initial 
phase — big  money  for  such  limited 
markets.  If  all  goes  well,  plans  call  for 
a  national  rollout  in  three  years,  with 
a  marketing  budget  of  some  $40 
million  annually. 

Samba  has  a  secret  weapon — caf- 
feine. The  guarana  bean  has  2V2 
times  as  much  caffeine  per  ounce  as 
coffee,  giving  the  soda  nearly  50% 
more  of  a  jolt  than  most  soft  drinks 
here.  That's  one  of  the  reasons  they 
love  it  in  Brazil — and  one  reason  kids 
here  love  PepsiCo's  Mountain  Dew, 
which  packs  a  similar  caffeine  wallop 
and  holds  5.2%  of  the  $50  billion 
U.S.  soft  drink  market.  Samba  would 
love  some  of  those  sales. 

It  will  sell  for  around  $2.79  for  a 
six-pack  of  12-ounce  cans — what  the 
trade  euphemistically  calls  the  "new 
age  price  point,"  pioneered  by  fancy 
sodas  like  Snapple.  With  a  price  that 
high  Samba  doesn't  need  much  more 
than  a  small  niche  to  make  money. 
The  rule  of  thumb:  A  soft  drink  needs 
at  least  a  0.2%  share  of  the  market  to 
survive. 

Who  knows?  It  might  catch  on. 
"You're  not  talking  about  flavor  or 
ingredients,  you're  talking  about  a| 
culture,"  says  New  York  beverage 
consultant  Tom  Pirko.      -J.L.  I 
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COMPUTERS  &  COMMUNICATIONS 


The  interactive  folks  at  BroadBand  Technologies 
have  gotten  a  dose  of  reality. 

Fibermania 


By  Julie  Pitta 

When  Bell  Atlantic  and  Tele- 
Communications,  Inc.  announced 
last  fall  that  they  would  merge,  the 
little  information  highway  entrepre- 
neurs held  their  breath.  When  the 


giants  went  their  separate  ways,  the 
little  guys  exhaled. 

For  Salim  Bhatia,  44,  chief  execu- 
tive of  BroadBand  Technologies,  it 
was  a  sigh  of  disappointment.  Bell 


BroadBand  Technologies  Chief  Executive  Salim  Bhatia 

"There's  room  for  a  newcomer  to  take  on  an  established  supplier." 
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Atlantic  was  his  largest  customer, 
committed  to  buying  $100  million 
worth  of  his  fiber-optic  switching  sys- 
tems. That  hoped-for  business,  to- 
gether with  an  interactive  media  ma- 
nia sweeping  Wall  Street,  sent  Broad- 
Band's  stock  to  42%.  This  put  a  $500 
million  market  value  on  a  six-year-old 
firm  whose  previous  year's  revenues 
had  totaled  just  $5.3  million. 

Interactivity  was  getting  a  little 
ahead  of  itself.  GTE  Corp.'s  recently 
completed  video-on-demand  trial  in 
Cerritos,  Calif,  went  badly.  A  similar 
test  by  Time  Warner,  in  Orlando,  has 
been  delayed  on  account  of  software 
problems.  BroadBand's  stock  has 
sunk  by  56%,  to  18n/i6. 

Bhatia  remains  resolutely  upbeat. 
"We  were  in  this  well  before  the 
hype,"  he  says.  "We've  bet  our  assets 
and  careers  on  it." 

His  idea  took  shape  at  Siecor,  a 
joint  venture  of  Corning  and  Siemens 
that  he  joined  in  1981  as  head  of  sales 
and  marketing.  Siecor  is  a  leading 
manufacturer  of  fiber-optic  cable. 
Optical  fiber  carries  maybe  a  thou 
sandfold  more  information  than  cop 
per — that  is,  it  has  a  broader  band — 
and  does  so  with  greater  reliability. 
But  it  costs  a  lot  more. 

Fiber  is  an  economical  way  to  lay  a 
trunk  line  carrying  thousands  of  si 
multaneous  telephone  calls.  It  is  not 
yet  an  economical  way  to  deliver  tele 
phone  service  to  individual  homes. 

Someday,  the  experts  tell  us,  it  will 
be  economical  to  lay  fiber  cables  tq 
individual  homes.  The  operativel 
word  is  "someday."  At  Siecor,  Bhatia 
declared  that  the  day  was  imminent 
and  started  work  on  electronic  gear  to 
make  fiber-to-the-home  a  reality.  Sie 
cor  had  misgivings. 

So  in  1988  Bhatia  left  Siecor,  tak- 
ing with  him  15  engineers.  Broad 
Band,  which  occupies  a  modest  two 
story  building  in  Research  Triangle 
Park,  N.C.,  agreed  that  once  certain 
sales  levels  were  achieved,  it  would 
pay  royalties  to  Siecor. 

In  a  BroadBand  system,  voice  and 
video  fan  out  from  a  telephone  central 
office  over  fiber-optic  cable  to  a  curb 
side  electronic  signal  splitter  in  each1 
neighborhood.  The  splitter,  designed 
and  made  by  BroadBand,  converts 
the  optical  data  into  electric  signals 
These  move  over  conventional  cop- 
per telephone  lines  to  a  home.  Each 
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curbside  splitter — which  sells  for  be- 
tween $1,000  and  $5,000— serves 
between  4  and  64  households. 

The  BroadBand  system  offers  more 
back-and-forth  communication  than 
does  any  other  video  system  now 
available,  says  Raymond  Albers,  vice 
president  of  technology  planning  at 
Bell  Atlantic:  "Because  it's  a  switched 
system  there's  a  virtually  unlimited 
number  of  channels,  and  it  offers  the 
greatest  degree  of  interactivity  for  the 
viewers."  His  company  is  deploying 
the  BroadBand  system  in  parts  of  New 
Jersey,  in  an  interactive  television  sys- 
tem with  50,000  customer  lines. 

But  Bell  Atlantic  is  hedging  its  bets 
with  a  less  interactive  technology  that 
uses  no  fiber-optic  cable  at  all 
(Forbes,  June  6).  By  compressing  its 
digital  signal,  Bell  Atlantic  plans  to 
send  one  channel  of  VCR-quality 
video  over  plain  copper  wire.  This 
system  is  cheaper,  although  it  offers 
the  customer  only  limited  back-and- 
forth  communication  capability,  such 
as  for  ordering  a  movie. 

A  customer  could  use  the  all-cop- 
per system,  for  example,  to  play  a 
simple  videogame  with  his  cousin  in 
another  town.  He  couldn't  use  it  to 
lip  through  the  pages  of  an  interac- 
tive L.L.  Bean  catalog,  at  least  not 
when  someone  else  in  the  household 
is  watching  a  movie  through  the 
hookup.  If  a  lot  of  customers  want  to 
do  such  things,  BroadBand  will  sell  a 
lot  of  switches. 

The  winning  technology  depends 
ess  on  science  than  on  consumers. 
'How  much  interactivity  we  offer  will 
?e  a  matter  of  market  demand,"  Al- 
?ers  says.  "Obviously  we  hope  that 
customers  want  a  high  degree  of 
nteractivity." 

Bhatia  figures  the  deregulation  of 
elecommunications  offers  him  an  op- 
portunity. "Whenever  you  have  dis- 
ontinuities,  there's  room  for  a  new- 
comer to  take  on  an  established  sup- 
>lier,"  he  says.  "If  you're  a  big 
company,  you  try  to  preserve  your 
jtausting  product  and  extend  its  life. 
IjThat  only  helps  a  new  entrant." 

Yes,  but  new  entrants  have  other 
{problems — like  staying  power. 
koadBand  is  still  in  the  red,  burning 
ash  at  a  rate  of  $2.7  million  a  month 
nd  down  to  its  last  $91  million.  For 
ihatia's  sake,  the  someday  of  interac- 
ive  media  had  better  be  very  soon.  BR 


Semiconductors  have  become  commodities, 
creating  opportunities  for  people  who  know 
how  to  trade  commodities. 

Fish 

and  chips 


By  David  C.  Churbuck 

Beneath  a  huge  red  electronic  quote 
board  that  looks  like  something  from 
the  New  York  Stock  Exchange,  Hen- 
ry Bertolon  explains  why  semicon- 
ductors are  like  seafood. 

"At  NECX  we're  in  the  fish  busi- 
ness," says  the  former  Radio  Shack 
store  manager.  "The  fresher  a  chip  is, 
the  more  it  costs,  but  every  day  it  sits 
in  inventor}^  it  begins  to  smell,  and 


pretty  soon  what  was  a  $30  part  turns 
into  a  $6  part." 

Bertolon,  41,  and  Jeffrey  Filmore, 
45,  didn't  have  the  quote  board  and 
fancy  trading  floor  when  they  started 
out  14  years  ago  on  Filmore's  kitchen 
table  with  a  wall  phone  as  their  only 
tangible  asset.  What  they  had  was  a 
mental  Rolodex  of  who  was  holding 
and  who  was  buying  chips  and  other 


Semiconductor  trader  Henry  Bertolon 

"When  the  music  stops,  you  want  a  chair." 
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COMPUTERS  a  COMMUNICATIONS 


NECX  trading  floor  in  Peabody,  Mass. 

It's  all  in  the  database, 

a  commodities  exchange  for  chips. 


electronic  components. 

By  brokering  deals  between  chip- 
makers  sitting  on  the  silicon  equiva- 
lent of  yesterday's  haddock  and  cus- 
tomers desperate  for  that  one  vital 
chip,  the  pair  soon  had  a  thriving 
business.  No  one  else  was  doing  just 
what  they  were  doing,  and  they  had 
no  trouble  pocketing  a  15%  margin 
on  each  brokered  sale.  Bertolon  and 
Filmore  also  had  an  opportunity,  just 
like  securities  traders,  to  take  over- 
night positions  when  they  thought 
they  could  see  which  way  the  market 
was  headed. 

"One  day  one  of  our  marketmakers 
came  in  and  said  he  was  getting  some- 
thing like  12  calls  in  one  morning  for 
SOlCs  [small  outline  integrated  cir- 
cuits used  in  cellular  phones  and  note- 
book computers].  What  happened 
was  the  laptop  makers  all  made  a 
quantum  leap  at  the  same  time  to 
soics  without  telling  the  soic  fac- 
tories. So  we  went  out  and  took  a 
huge  position  in  all  the  available  SOlCs 
we  could  find.  That  bet  bought  this 
building,"  says  Bertolon  of  the  two- 
story  NECX  headquarters  in 
Peabody,  Mass. 

Dealing,  as  opposed  to  brokering, 
accounts  for  two-thirds  of  NECX's 
sales.  But  even  when  the  company  is 
dealing,  it  doesn't  wait  for  the  fish  to 
smell.  It  turns  over  its  inventory  11 


times  a  year. 

NECX  processes  75,000  transac- 
tions a  year  at  an  average  value  of 
$2,500  per  trade.  Revenues  totaled 
$157  million  in  1993,  and  Bertolon 
expects  $230  million  in  business  this 
year.  Bertolon,  president,  and  Fil- 
more, vice  president,  each  own  exact- 
ly half  the  company.  They  haven't 
taken  a  penny  of  equity  from  outsiders 
and  don't  owe  any  money  except  to 
suppliers. 

necx's  furtive  days  as  a  gray  mar- 
keter, back  when  the  company  had 
trouble  getting  itself  taken  seriously 
by  semiconductor  trade  magazines, 
are  over,  says  Bertolon:  "We're  legiti- 
mate now." 

Most  of  the  time,  a  semiconductor 
manufacturer  like  Intel  or  Siemens 
would  prefer  to  sell  its  chips  through 
its  own  tightly  controlled  channels — 
either  its  own  sales  force,  which  deals 
directly  with  big  buyers  like  Compaq, 
or  wholesalers  like  Avnet  and  Arrow 
Electronics.  NECX  is  where  bargain 
hunters  and  the  panic-stricken  turn 
when  the  official  distributors  fail 
them.  Now  even  the  manufacturers 
are  throwing  in  the  towel  and  hiring 
NECX  to  distribute  some  of  their 
silicon. 

"Technology  moves  only  one 
way,"  proclaims  Bertolon.  "And 
that's  down  [in  price].  When  the  mu- 


sic stops,  you  want  a  chair." 

NECX's  trading  floor  consists  of  a 
warren  of  identical  cubicles  filled  by 
the  same  faces  and  suspenders  one 
would  expect  to  see  in  a  Wall  Street 
block-trading  business.  Its  heart  and 
soul  is  a  networked  database,  Part- 
Find/PartSell.  That  database  is  basi- 
cally a  commodities  exchange  for 
chips.  With  it,  NECX  can  also  identify 
price  and  supply  trends  and  take  its 
own  positions.  "We  track  every  inqui- 
ry we  get  every  single  day,  and  we  can 
tell  you  what  is  getting  hot,"  says 
Bertolon. 

A  buyer  who  needs  a  part  calls  NECX 
and  asks  about  pricing  and  availabil- 
ity. The  NECX  trader  checks  the  status 
of  the  part  in  PartFind/PartSell.  If 
NECX  doesn't  have  the  part  in  stock, 
then  it  buys  from  someone  who  does 
have  it,  repackaging  and  marking  up 
the  price  8%  to  20%  before  shipping 
it  out. 

The  repackaging  enables  necx  tol 
maintain  a  high  degree  of  anonymity 
in  the  process,  much  in  the  fashion  of 
government  bond  brokers.  That  ano- 
nymity protects  buyers  and  sellers — 
they  don't  want  the  world  to  guess 
which  computers  are  selling  well  and 
which  are  bombs — but,  more  impor- 
tant, it  protects  necx  from  being  cut 
out  of  the  middle. 

Sitting  in  the  middle  can  be  hazard- 
ous, necx  was  recently  cheated  to  the 
tune  of  $80,000  by  an  electronics  firm 
that  wanted  to  unload  some  unsalable 
memory  chips.  "Company  A  and  B 
were  closely  connected  but  separate 
companies,"  Bertolon  explains.  "A 
hit  us  with  a  request  for  l-by-4-zip 
drams.  We  bought  them  from  B  with 
a  certified  check.  A  refused  the  order 
and  we  got  stung." 

Moral:  Know  your  customer.  Now 
NECX  has  a  "deal  committee"  that 
traders  convene  when  they  are  unsure 
of  the  bona  fides  or  financial  strength 
of  a  caller.  With  hindsight,  Bertolon 
says  that  a  committee  would  have 
figured  out  that  A's  order  was  fishy. 

What's  next  for  necx?  Bertolon 
would  like  to  expand  the  5%  of  his 
sales  that  come  from  on-line  transac- 
tions for  computer  products.  He  also 
wants  to  automate  the  process  by 
allowing  buyers  to  dial  in  with  their 
computers,  browse  through  product 
catalogs,  check  prices  themselves  and 
place  orders.  BP 
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THEY  SAY  VALUE  IS  GETTING 

WHAT  YOU  PAY  FOR. 
WE  SAY  IT'S  GETTING  MORE. 


If  the  nineties  are  about  getting  value 
for  your  dollar,  then  the  Ascentia"  800N  is 
truly  the  notebook  of  the  decade. 

Because  although  it  has  a  list  of  features 
that  put  it  right  up  there  in  the  high  perfor- 
mance class,  it  also  has  a  price  tag  that  will 
have  you  wondering  whether  it's  attached 
to  the  right  machine. 

For  starters,  the  SOON  gives  you  Intel's 
powerful  486DX2/50MHz  microprocessor. 
Plus  hardware  accelerated 
local  bus  graphics. 

Bottom  line,  you'll  be 
amazed  not  only  by  what 
you  can  do,  but  by  how  fast 
you  can  do  it.  The  800N 
manipulates  numbers  faster,  handles  graph- 
ics faster,  basically  does  everything  faster. 

And  then  there's  AST  Works'"-Mobile 
Edition.  A  unique  interface  that  includes 
software  tailored  especially  for  the  mobile 
professional  makes  you  productive  instantly. 


So  it's  easier  to  organize  files  and  quicker  to 
find  your  way  around  applications. 

We've  also  given  you  not  one  PCMCIA 
expansion  slot,  but  two.  So  you  can  add  a 
data/fax  modem  to  access  E-mail  and  check 
on-line  services,  and  there's  still  an  extra  slot 
to  add  an  Ethernet,  token  ring  or  SCSI  card. 

Oh,  and  there's  another  useful  feature 
that  you  won't  find  on  many  notebooks: 
a  removable  floppy  drive  which  can  be 
replaced  with  a  second 
battery  pack  to  double 
battery  life,  giving  you  a 
total  of  up  to  six  hours. 
All  this,  and  the  peace 

Out  with  the  floppy,  and  in  with  a  second  "  "  ' 

baitay  pack.  Batter]  life  is  mstamh  doubled.  of  mind  of  a  3-year  world- 
wide limited  warranty,  48-hour  rapid  repair 
service?  and  our  responsive,  around-the- 
clock  telephone  support. 

Call  800-876-4AST  for  more  informa- 
tion about  the  Ascentia  800N.  If  you 
haven't  already  nished  out  and  bought  one. 


Ascentia  800N 

Intel  486SX/33MHZ  or 
Intel  DX2/50MHz  processor 
(3.3  volt) 

9.5"  diag.  Dual-Scan 
STN  color  display 

VL  bus  hardware  graphics 
accelerator 

250MB  or  340MB  hard  drive 

4MB  RAM  standard, 
expandable  to  20MB 

2  Type  II  or  1  Type  III 
PCMCIA  slots 

SmartPoint  19mm  trackball 

NiMH  battery 

8.8"(d)x10.4"(w)x1.7"(h), 
5.9  lbs. 

Pre-loaded  with 
AST  Works-Mobile  Edition 


YOU'LL      LIKE      THE      WAY      WE  WORK 


AST, 

COMPUTER 
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COMPUTER  VENTURES 

COMPUTERS/ CQMMUNICATIOHS 


Computers 
with  ears 


COMMENTARY  BY  RICHARD  A.  SHAFFER 


Richard  A.  Shaffer  is  founder  of  Technologic 
Partners,  a  technology  consulting 
company  in  New  York  City,  and  publisher  of 
Technologic  Computer  Letter. 


Speech  recognition  by  computers 
has  been  just  around  the  corner  for 
the  last  ten  years.  We  have  been  per- 
petually disappointed.  Despite  steady 
advances,  machines  that  listen  have 
seldom  come  within  shouting  dis- 
tance of  the  boastful  sales  projections. 

The  problem  is  that  our  expecta- 
tions were  too  high.  I  blame  this  state 
of  affairs  on  the  1968  movie  2001:  A 
Space  Odyssey.  Hal,  the  smart-alecky 
computer  running  the  spaceship, 
could  not  only  understand  speech,  he 
could  read  lips. 

Let's  get  realistic.  We  aren't  going 
to  get  lip-reading  computers.  But  if  we 
accept  the  limited  speech-recognition 
powers  of  today's  computers  for  what 
they  are,  the  technology  will  at  last 
make  the  step  from  esoteric  and  ex- 
pensive niches  to  broad  applications  in 
home  and  business  computing. 

Processors  are  now  becoming 
cheap  enough  and  fast  enough  to  do  a 
respectable  if  imperfect  job,  and  soft- 
ware writers  have  found  clever  new 
ways  to  help  machines  understand 
what  we  say.  Today's  speech-recogni- 
tion systems  aren't  much  more  accu- 
rate than  those  of  a  few  years  ago,  but 
they  can  comprehend  larger  vocabu- 
laries for  less  money. 

Vocabularies  of  a  thousand  or  so 
words,  considered  medium-size  to- 
day, are  available  on  personal  com- 


puter boards  selling  for  a  few  hundred 
dollars.  Even  relatively  ambitious  sys- 
tems cost  a  lot  less  than  just  a  few  years 
ago.  Dragon  Systems,  based  in  New- 
ton, Mass.,  sells  its  DragonDictate 
product,  with  a  30,000-word  vocabu- 
lary, for  $1,000.  It  will  take  good 
dictation  from  voices  it  has  never 
heard  before.  IBM's  20,000-word  Per- 
sonal Dictation  System  also  sells  for 
$1,000.  The  50,000-word  Kurzweil 
Voice  system  from  Kurzweil  Applied 
Intelligence  runs  $3,000. 

As  a  result,  sales  of  speech  recogni- 
tion products  should  rise  above  the 
billion-dollar  mark  this  year  for  the 
first  time.  That's  up  from  less  than 
$200  million  three  years  ago.  By 
1996,  as  speech  recognition  shows  up 
in  more  personal  computers,  tele- 
communications equipment,  con- 
sumer products  and  autos,  the  total 
could  approach  $5  billion. 

Computers  that  can  understand 
spoken  English  probably  have  their 
greatest  immediate  potential  at  tele- 
phone companies,  which  can  use 
them  to  replace  operators.  Chips  that 
listen  are  already  at  work  dialing  cel- 
lular phones.  If  states  outlaw  the 
dialing  of  mobile  phones  while  driv- 
ing, this  speech-recognition  market 
will  grow  smartly. 

Fundamental  research  on  speech 
recognition  is  going  on  at  several  big 
companies  and  at  two  smallish  outfits 
that  do  a  lot  of  government-funded 
research,  Bolt  Beranek  &  Newman 
and  SRI  International.  (Bolt  Beranek 
is  a  publicly  traded  but  moneylosing 
firm;  SRI  is  a  not-for-profit  lab.) 

Several  tiny  firms  are  contributing 
mightily  to  the  technology.  One 
is  Integrated  Speech  Solutions  in 
Brookline,  Mass.  President  Benjamin 
Chigier  helped  develop  important 
speech  programs  at  Carnegie-Mellon 
University  and  also  worked  at  Nynex 
in  the  development  of  an  early 
phone-based  application.  Integrated 
Speech,  now  two  years  old,  is  special- 


izing in  systems  that  can  work  with 
anyone  speaking  in  the  rhythms  of 
everyday  conversation  instead  of  the 
halting  patterns  that  most  recogni- 
tion systems  require.  The  company  is 
looking  into  such  applications  as  tak- 
ing orders  for  mutual  fund  prospec- 
tuses and  fast  food. 

Wildfire  Communications  in  Lex- 
ington, Mass.  has  raised  $7.5  million 
in  venture  capital  to  take  existing 
speech-recognition  technology  and 
apply  it  to  new  markets.  Among  its 
founders  is  William  J.  Warner,  who 
previously  started  Avid  Technology 
(Forbes,  June  d),  the  video-editing 
company.  Wildfire  is  looking  at  ap- 
plications on  the  desktop,  in  tele- 
marketing and  in  hands-busy  envi- 
ronments such  as  factor)'  floors  and 
surgery  rooms. 

At  the  low  end  of  the  market, 
Voice  Powered  Technology  Interna- 
tional of  Canoga  Park,  Calif,  has 
jumped  ahead  of  the  pack.  The  com- 
pany makes  a  universal  remote  con- 
trol that  takes  spoken  commands, 
and  has  licensed  its  battery-powered 
VoiceLogic  technology  to  ivc  and 
Philips.  It  is  discussing  similar  ven- 
tures with  makers  of  household  ap- 
pliances. Voice  Powered  is  also  sell- 
ing what  it  calls  a  voice  telephone,  a 
device  about  the  size  of  a  standard 
office  phone  that  is  trained  to  dial 
outgoing  phone  numbers  ("Call 
home")  and  screen  incoming  calls 
("It's  her  mother  calling"). 

Voice  Powered  uses  cheap  8 -bit 
microprocessors  and  avoids  more 
costly  digital  signal  processors.  The 
formula  seems  to  be  working.  Last 
year,  in  its  first  full  year  of  operation, 
Voice  Powered's  sales  shot  up  from 
less  than  $2  million  in  the  six  months 
following  its  first  revenues  in  July 
1992  to  $16.8  million.  The  company 
went  public  last  October. 

As  the  consumer  electronics,  com- 
puter and  telephone  industries  start  to 
converge  on  each  other's  markets, 
everyone  is  trying  to  figure  out  what 
consumers  really  want  from  speech 
recognition,  how  much  they  will  pay 
for  it  and  how  much  imperfection 
they  will  tolerate. 

That  can  be  a  difficult  guess,  because 
people  often  expect  too  much  from 
technology.  But  as  memories  of  Hal 
fade,  we  may  find  ourselves  pleasantly 
surprised  by  the  possibilities.  M 
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To  handle  the  blizzard  of  reservation 
calls  during  the  busy  season,  Taos  Valley 
Resorts  had  to  ask  many 
potential  customers  to 
hang  on.  Unfortunately, 
too  many  simply  hung  up. 

Sprint  Business  created 
a  real  solution:  Enhanced 


When  Sprint  Business 
took  our  customers  off  hold, 
business  snowballed. 


800SM  Service  instantly  transferred  calls 
to  Taos  operators  at  other  sites,  so 
customers  got  through  quickly.  And 
reservations  jumped  30%. 

We've  also  helped  put  their  marketing 
communications  in  peak  condition  with 
SprintFAX®.  At  the  push  of  a  button, 
they  now  send  timely  promotions  and 
snow  updates  to  more  than  200  news- 
papers and  travel  agents  simultaneously. 
It  gives  Taos  Valley  Resorts  a  real  edge 
over  the  competition. 

No  matter  what  business  you're  in, 
Sprint  Business  can  help  you  turn  com- 
munications technology  into  a  powerful 
business  tool.  One  that  can  help  make 
you  more  profitable.  And  isn't  that  why 
you're  in  business  in  the  first  place? 

Find  out  how  we  can  help  your  business 
do  more  business.  Gall  1-800-598-5000. 


India  Hatch 
President 

Taos  Valley  Resort  Assn. 


REAL  BUSINESS      REAL  PROBLEM     REAL  SOLUTION     REAL  RESULTS 

Taos  Valley  Resort  Sales  lost  due  to  busy  Galls  re-routed  instantly  to  30%  more  reservations 

Association  reservation  lines  available  operators  boosted  profits 


©1994  Sprint  Communications  Company  L  P 
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SCIENCE  &  TECHNOLOGY 


As  our  hypochondriac  culture  worries 
itself  sick  about  pesticides  in  food  and 
asbestos  in  schools,  we  all  but  ignore 
a  potential  mass  killer. 


By  Philip  E.  Ross 


IN  THE  1950s  the  U.J 
and  the  threat  of  germ  warfare  attacks  by  the  Sovi< 
Union,  established  an  epidemiological  surveillance  n 
work  backed  by  quick-response  medical  teams.  Dart 
good  thing  it  did.  In  May  of  1993,  though  polio  and 
Soviets  had  both  all  but  vanished  as  threats,  that  nel 
came  in  very  handy. 

A  cluster  of  lung  infections  that  killed  two  out  of' 
patients  appeared  in  the  rural  Southwest.  The  Centers 
for  Disease  Control  &  Prevention  dispatched  the  me 
cal  equivalent  of  SWAT  teams.  Within  30  days  the  G 
had  identified  the  microbe — a  previously  unknov 
member  of  the  hantavirus  family— fingered  the  carrier 
the  deer  mouse — and  judged  that  humans  did  not  trans- 
mit the  virus.  That  finding  was  crucial  beca 
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£  the  virus  would  not  sweep  the  world  like  a  scythe;  only 
5  those  in  contact  with  deer  mice  were  threatened. 

"This  isn't  the  nightmare  killer,"  says  Stephen  Morse,  a 
virologist  at  Rockefeller  University.  "It's  an  almost." 

Every  century  or  so,  an  "almost"  undergoes  a  mutation 
or  a  change  of  territory  to  make  it  into  a  worldwide  terror. 
It  has  happened  before:  smallpox  in  the  2nd  century,  the 
Black  Death  in  the  14th,  European  diseases  in  post- 
Columbian  America,  the  Spanish  influenza  in  1918-19 — 
and  now  aids.  In  between  there  have  been  many  times 
more  "almosts"  that  for  one  reason  or  another  fizzled  out. 

No  one  can  predict  the  next  great  plague,  but  epidemi- 
ologists agree  that  it  will  come  someday  and  that  no 
country  can  expect  to  escape  it. 

Yet  in  the  past  several  decades  the 
industrial  world  has  grown  rather 
complacent  about  microbes.  Penicil- 
lin and  its  descendants  seemed  for  a 
while  to  have  conquered  bacterial  dis- 
eases. Vaccines  can  stop  some  impor- 
tant viral  ones.  And  so  our  attention 
has  turned  to  more  modern  evils,  or 
I  supposed  evils,  like  pollution. 

Alas.  We  have  turned  too  soon. 
This  diversion  of  resources  and  atten- 
tion, from  natural  risks  to  industrial 
risks,  may  be  one  of  society's  great 
blunders  in  technology.  Infectious 
diseases  are  not  conquered.  Bacteria 
are  developing  resistance  to  antibiot- 
ics faster  than  drug  companies  can 
invent  new  antibiotics.  Against  virus- 
es there  are  so  far  only  feeble  drugs. 
And  vaccines  don't  always  work. 
Look  at  AIDS:  Ten  years  into  this 
plague,  no  vaccine  is  available — and  not  for  want  of 
spending  billions  of  dollars. 

It  is  a  matter  of  biological  chance  that  human  immuno- 
deficiency virus,  the  bug  that  causes  AIDS,  is  not  very 
contagious.  If  it  were  as  easy  to  catch  as  the  common  cold, 
we  might  all  be  dead  by  now. 

Almost  everyone  knows  about  the  Black  Death,  which 
killed  off  a  third  of  Europe's  population.  But  lesser  plagues 
have  taken  horrendous  tolls.  More  Americans  fell  before 
fithe  Spanish  flu  of  1918-19  than  were  killed  on  the 
^battlefields  ofthe  Civil  War.  If  a  more  contagious  form  of 
Elast  year's  hantavirus  or  of  HIV  were  to  emerge,  it  could  loll 
{hundreds  of  millions. 

What  are  we  doing  about  the  dangers?  Not  much — 
llexcept  for  the  heavy  spending  on  AIDS  research  and  on 
drug- resistant  tuberculosis.  We  are  trying  to  stamp  out 
[fires  when  they  occur  but  are  doing  little  in  the  way  of  fire 
Prevention.  No  lobbies  proselytize  for  victims  of  future 
jdiseases  because  the  victims  have  not  yet  been  stricken. 

i  In  the  14th  century,  bubonic  plague  killed  one  European  in  three 
[woodcut).  Last  year,  when  hantaviral  pulmonary  syndrome 
emerged  in  New  Mexico  and  killed  two-thirds  of  its  victims, 
doctors  feared  it  would  pass  from  human  to  human  (sign).  It 
loesn't— which  is  why  you  are  alive  to  read  this  article. 


Take  the  Centers  for  Disease  Control,  the  government- 
funded  agency  that  investigated  the  lung  disease  carried  by 
deer  mice.  In  1950  it  devoted  $7.3  million  to  infectious 
diseases  other  than  venereal  diseases  and  tuberculosis, 
which  were  the  principal  worries  in  the  aftermath  of  World 
War  II.  In  1992  the  Centers  received  from  Congress  just 
$41  million  for  work  on  infectious  diseases,  not  counting 
$505  million  earmarked  for  AIDS  and  $40  million  for  TB. 
The  ouday  to  probe  for  new  killers  was  5%  lower  in 
inflation-adjusted  terms  than  it  had  been  40  years  before. 

But  nasty  little  bugs  keep  turning  up.  In  May  ghoulish 
cases  of  a  "flesh-eating"  strain  of  streptococcus  appeared 
in  Britain  and  then  the  U.S.  The  first  recognized  outbreak 
of  cryptosporidiosis  came  in  Texas  in  1984  and  then,  a  year 
ago,  it  sickened  400,000  people  in 
Milwaukee  who  drank  contaminated 
water. 

Escherichia  coli  O  157,  also  un- 
known before  the  early  1980s,  passed 
through  tainted  hamburger  into  at 
least  500  people  in  Washington  State 
last  year.  Now  scientists  think  the 
bacteria  hits  20,000  people  a  year. 
Hepatitis  C,  for  which  diagnostic  tests 
were  devised  only  five  years  ago,  turns 
out  to  be  a  leading  cause  of  chronic 
liver  disease,  on  a  par  with  alcohol. 

The  simple  and  unhappy  fact  is  that 
we  have  mounted  scant  defenses 
against  future  killer  plagues. 

Now  look  at  some  of  the  public 
health  causes  that  do  get  our  atten- 
tion. Asbestos  kills  asbestos  miners,  at 
least  the  ones  who  smoke;  from  that 
fact  has  grown  a  giant  industry  to  rip 
asbestos  out  of  the  ceilings  of  public  schools.  In  New  York 
City  alone,  this  project  swallowed  up  $102  million  last 
year,  and  has  either  saved  no  lives — if  you  listen  to  one 
group  of  experts — or  saved  at  most  five  lives,  if  you  listen  to 
another  group.  That's  $20  million  per  life  saved.  A  federal 
rule  regulating  wood-preserving  chemicals  has  racked  up  a 
cost  of  $5  trillion  per  life  saved.  The  banning  of  the 
pesticide  Alar  has  cost  U.S.  apple  growers  as  much  as  $200 
million.  It  is  impossible  to  put  a  price  tag  on  the  lives  saved 
with  that  move,  since  there  is  a  good  chance  that  the  ban 
increases  mortality.  Alar  is  only  a  very  weak  carcinogen,  if  it 
is  in  fact  a  cause  of  cancer  in  apple  eaters  at  all.  The  higher 
prices  for  apples,  meanwhile,  translate  into  reduced  fresh 
fruit  consumption  and  thus  higher  colon  cancer  rates. 

So,  carried  away  by  feeble-minded  media  hype  and 
hypochondria,  we  spend  billions  fighting  imaginary  ene- 
mies. Ofthe  $41  million  the  Centers  for  Disease  Control 
spends  on  infectious  diseases,  only  a  fraction  goes  to 
looking  for  future  killers.  If  an  outlay  of  $1  billion  a  year  on 
disease  surveillance  and  vaccine  preparedness  could  fore- 
stall another  Spanish  flu-size  epidemic  sometime  in  the 
next  century,  it  would  save  3  million  lives  in  the  U.S.  at  a 
cost  per  life  saved  of  well  under  $1  million.  Alas,  there  is  no 
Meryl  Streep  to  plead  the  cause  before  television  cameras, 
as  there  was  for  the  Alar  ban. 

Perhaps  Meryl  Streep  doesn't  understand  the  danger: 
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Microbes  can  undergo  mutations  that  enable  them  to  go 
on  the  rampage,  that  animal  parasites  can  jump  to  humans 
or  that  parasites  peculiar  to  a  particular  group  can  break 
out  into  the  general  population. 

A  fourth,  more  sinister  source  of  pathogens  is  now 
coming  into  view:  terrorism.  Research  into  the  molecular 
basis  of  infectious  disease  will  provide  the  means  not 
merely  of  fighting  microbes  but  of  building  them  as-well.  It 
is  not  hard  to  imagine  a  Saddam  Hussein  ordering  the 
production  of  a  killer  virus  in  tandem  with  a  vaccine  to 
protect  his  own  people. 

Science  fiction?  Not  at  all.  "Right  now  we're  just  at  the 
point  where  it's  becoming  possible,"  says  Nobel  Laureate 
Joshua  Lederberg  of  Rockefeller  University.  "In  25  or  30 
years  it  will  be  child's  play." 

Karl  M.  Johnson,  the  virologist  who  has  identified  more 
new  killers  than  any  other  living  scientist,  concurs.  "The 
tools  young  kids  have  today  are  amazing,"  he  says.  "They 
can  go  in  and  chop  and  cleave  and  do  this  or  that  to  the 
viral  genome,  and  soon  you'll  know  why  this  hantavirus 
strain  attacks  the  pulmonary  system  and  why  that  one 
attacks  the  kidney  or  the  heart.  Then  you  can  many  up  bits 
of  the  genome  that  do  different  stuff  and — Lordy,  Lordy." 

A  genome  here,  a  genome  there  and  ordinary  human 
contact  can  do  the  rest.  As  a  result  of  the  "green" 
revolution  and  medical  advances,  the  human  population  is 
growing,  concentrating,  linking  up  by  air,  mixing,  and 
coming  into  unprecedented  contact  with  the  richest  reser- 
voirs of  parasites  in  the  world:  tropical  jungles. 

It  is  in  this  lush  greenery  that  we  ought  to  look  for  the 
coming  viruses,  concluded  a  1992  study  by  the  Institute  of 
Medicine  in  Washington,  D.C.  There,  in  these  places  so 
beloved  by  romantic  environmentalists,  lie  seething  caul- 
drons of  diverse  species,  each  with  its  own  army  of 
parasites,  each  one  of  which  must  be  eyeing  the  growing 
mountain  of  succulent  human  flesh.  The  bug  that  can  sink 
its  teeth  into  that  flesh  wins  the  jackpot. 

Meanwhile,  the  unsuspecting  flesh  pays  little  attention 
to  the  eager  bugs.  Why?  First,  there's  cockiness.  Antibiot- 
ics engendered  a  smugness  epitomized  in  the  statement  of 
the  Surgeon  General  in  1969  that  "the  war  against 
infectious  diseases  has  been  won."  Funding  follows  such 
priorities,  and  talent  started  flowing  to  other  fields. 

Second,  there's  international  politics.  Epidemiologic 
surveillance  in  the  jungle  began  with  the  European  colo- 
nial administrators,  and  when  they  left  the  scene  in  the 
1940s  and  1950s,  the  U.S.  and  the  Soviet  Union  carried 
on  the  project — not  only  to  win  hearts  and  minds  in  the 
developing  countries  but  also  to  prepare  themselves  to 
fight  there.  With  the  waning  of  the  Cold  War,  epidemio- 
logical surveillance  slowed  to  a  crawl. 

Nature  is  more  treacherous  than  most  environmental 
ists  understand.  Even  as  we  deify  her,  she  is  looking  for 
ways  to  undo  us.  It's  as  simple  as  that.  Tree-huggers  take 
note:  We  owe  the  spread  of  Lyme  disease,  beginning  some 
20  years  ago,  not  to  environmental  destruction  but  to 
reforestation.  Early  settlers  cut  down  the  trees  for  farm- 
land, shot  the  deer  for  venison  and  scared  away  the  field 
mice,  together  with  the  pinhead-size  ticks  that  feed  on 
them  and  us.  They  thus  deprived  Borrelia  burgdorferi,  the 
Lvme  bacterium,  of  the  links  in  its  life  cycle. 
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They  played  ball 
in  1918  despite  the 
Spanish  flu, 
which  killed  0.4% 
of  the  U.S.  popu- 
lation. Although 
some  avian  flu 
strains  have  regis- 
tered nearly 
100%  mortality 
rates,  the  record 
belongs  to  myxo- 
ma, a  virus 
introduced  into 
Australia  to  curb 
its  burgeoning 
rabbit  popula- 
tion. It  killed  99.8% 
of  the  rabbits 
in  the  first 
generation. 


But  with  the  postwar  movement  of  farming  to  the 
Middle  West,  the  gentrification  of  the  northeastern  coun 
tryside,  the  elimination  of  natural  predators  and  thej 
regulation  of  hunting,  the  equation  is  changed — and  B 
burgdorferi  is  back.  Ignore  it  or  treat  it  too  late,  and  you 
will  suffer  from  chronic  debilitation. 

You  can  survive  Lyme.  You  wouldn't  necessarily  survive 
the  Spanish  flu  if  it  came  back.  To  conjure  up  the  next  mass 
murderer,  biologist  Lederberg  imagines  a  combination  ol 
features  already  found  in  many  bugs:  a  microbe  as  easily 
transmitted  as  measles,  as  liable  to  radical  mutation  as 
influenza  and  as  lethal  as  anthrax.  "If  there  were  aerosol 
transmission,  then  HIV  would  come  close,"  he  says. 

Aren't  there  natural  limits  to  how  lethal  bugs  can  get? 
Maybe  not.  In  1859  English  sportsmen  stocked  Australia 
with  two  dozen  rabbits  in  the  hope  that  they  would  be 
more  worthy  of  their  steel  than  the  native  marsupials.  Th 
rabbits  were  worthy,  all  right.  By  1950  they  had  multiplied 
to  hundreds  of  millions,  eating  more  forage  than  the 
country's  sheep. 

So  Australians  again  re-engineered  their  ecosystem  b\ 
inoculating  some  of  the  rabbits  with  a  virus  found  in 
Brazilian  rabbits.  The  myxoma  infection,  passed  along  b\ 
mosquitoes,  rolled  across  an  area  as  large  as  Westerr 
Europe  in  a  single  season,  killing  99.8%  of  the  rabbits. 

Humans  are  no  less  vulnerable.  "The  arrival  of  smal!po> 
and  measles  in  the  Roman  Empire  in  the  early  years  of  the 
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Christian  Era  caused  as  much  as  a  40%  die-off,  with  effects 
( so  strong  that  they  almost  interrupted  the  literary  tradition 
n  Latin,"  says  William  H.  McNeill,  a  historian  now  retired 

It  L  7         J  1 

■  iTom  the  University  of  Chicago.  "It  was  probably  also  as 
critical  to  the  Han  Empire  in  China." 

This  country,  too,  has  had  its  scary  moments.  Two  years 
igo  a  long  but  riveting  article  in  the  New  Yorker  brought 

1|he  problem  to  the  attention  of  a  previously  ignorant 

I  public  with  its  account  of  an  aborted  breakout  of  killer 
iruses  in  a  laboratory  in  Virginia. 
Perhaps  the  most  famous  incident  came  in  1976,  when 

(he  Ford  Administration  ordered  a  crash  program  to 
>roduce  a  vaccine  against  an  apparently  lethal  flu  of  pig 
prigins.  The  government  appropriated  more  than  $100 
pillion  and  immunized  40  million  Americans.  When  the 
liller  pandemic  never  came,  and  complications  of  the 
accination  arose  (together  with  a  raft  of  lawsuits),  epide- 
miologists feared  they  would  be  accused  of  crying  wolf. 

M  The  consensus  today  among  scientists,  if  not  among  the 
longressmen  soliciting  expert  testimony  from  movie  per- 
brmers,  is  that  Gerald  Ford  did  the  right  thing.  "If  that 
lad  been  the  1918  flu,  the  vaccine  could  have  prevented  a 
pt  of  the  problems  for  the  U.S.,  but  what  people  forget  is 
jlhat  we  would  have  been  the  only  country  w  ith  vaccine," 
[ays  Donald  Henderson,  the  senior  science  adviser  at  the 
I Department  of  Health  &  Human  Services  and  the  man 
I/ho  is  credited,  more  than  any  other,  with  wiping  out 
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One  of  the  most  horrifying  examples  of  a 
previously  unknown  epidemic  disease  came 
in  Zaire  in  1976,  when  the  Ebola  virus 
jumped  from  an  unknown  tropical  animal  to 
humans,  killing  almost  90%  of  its  victims. 
Whole  villages  were  depopulated,  and  an  in- 
ternational commission  headed  by  Karl 
Johnson  of  the  Centers  for  Disease  Control 
was  sent  in.  Here  commission  member 
Pierre  Sureau,  from  Paris,  is  shown  standing 
with  a  victim  in  the  village  of  Yambuku. 
Two  days  later  the  victim  was  dead. 
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'I  could  look  like  I  was  together,  but 
inside  I  was  crumbling" 


CATHY   CI  1)1.  BY 
WEST   LINN,  OREGON 

34-year-old  Cathy  Gidlcy  will  never  forget  the 
desperation  of  trying  to  hide  emotional  problems 
for  half  her  life.  "You  don't  allow  anyone  to  see 
it  because  they'll  think  you're  crazy,"  she  says. 

But  see  it  they  did.  Cathy's  depression  led  to 
unpredictable  breakdowns  —  something  her 
husband  came  to  accept  as  "crying  jags."  Finally, 
in  a  move  she  calls  "the  scariest  thing  I've  ever 
done,"  she  told  him  about  her  problem. 

Thanks  to  psychotherapy  and  a  medication  made 
possible  by  the  research  we  do,  Cathy  has  a  new 
outlook  on  life.  And  her  husband  describes  the 
results  as  a  "Godsend." 

Health  care  legislation  must  ensure  that  this 
research  continues,  so  companies  like  Pfizer  can . 
find  new  medications.  And  help  more  people 
like  Cathy. 

"  Thank  you  from  the  bottom  of  my  heart,"  she 
wrote  to  us.  "I  have  my  life  back." 


WE'RE  PART  OF  THE  CURE. 


Dr.  Luanne  Elliott,  ;n  antiviral  suit,  works  for  the  Centers  for 
Disease  Control  in  Atlanta.  She  helped  prepare  this  micrograph 
of  lung  tissue  from  a  victim  of  last  year's  outbreak  of  hanta- 
virus in  the  Southwest.  Viral  particles  appear  as  round  blobs. 


smallpox.  "There  was  no  other  place  capable  of  expanding 
capacity  rapidly  enough  to  have  an  impact.  The  limiting 
factor  was  the  supply  of  fertile  eggs.11 

Henderson  says  the  seeds  of  his  worries  about  emerging 
viruses  were  planted  only  in  1989,  at  a  conference  that 
Joshua  Lederberg  had  organized. 

"I  recall  commenting  at  the  meeting  that  we  had  poked 
our  human  noses  into  all  the  remote  parts  of  the  world  and: 
that  the  odds  of  finding  new  viruses  were  receding,11  he 
says.  But  he  no  longer  has  that  complacency.  Says  he:  "In, 
the  following  four  years  we  found  three  new  viruses  that| 
kill  people.  I  have  a  feeling  we  haven't  seen  the  end  of  the 
rainbow.  We  have  had  a  change  in  dynamic.  We  now  have  a| 
tar  larger  population,  people  are  living  in  bigger  agglomer- 
ations than  have  ever  before  existed,  and  you  have  condi- 
tions such  as  have  never  existed  before  for  new  organisms 
to  multiply,  and  you  have  travel  as  never  before.1' 

Fortunately,  we  can  often  control  an  epidemic  if  we 
identify  it  early.  The  worldwide  surveillance  of  influenza 
viruses  illustrates  the  point.  The  vaccines  that  result  from  it 
keep  deaths  in  this  country  below  20,000  a  year,  mostly  in 
w  eakened  people  who  soon  would  have  died  of  other 
causes.  This  tin  preparedness  system  would  probably  offer 
a  first  line  of  defense  against  a  killer  influenza  strain,  like 
that  of  19 IS,  that  kills  young  and  healthy  people. 

What  turns  a  normally  innocuous  microbe  into  a  flcet- 
of-foot  killer:  Consider  the  extremely  tiny  parvovirus,  as  it 
is  known,  that  spread  through  the  dogs  of  the  world 
around  1978,  turning  their  hearts  into  mush.  Colin 
Parrish,  a  veterinarian  at  Cornell  University,  has  suggested 
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magine 
a  fabric  so 
advanced  it 
can  defend  against 
the  invasion  of  an 
enemy  you  can't 
feel,  or  see  with 
the  naked  eye. 


Microscopic  enemies  can 
number  10,000  in  a  single 
droplet  of  blood,  endangering 
surgeons  and  nurses  without 
effective  protection. 

Such  protection  is  now 
available  in  3M's  new 
surgical  gown.  Four 
separate  3M  technologies 
were  combined  to  create  a 
barrier  that  breathes  to  let 
out  heat  and  moisture  but 
will  not  let  in  blood  that 
can  carry  life-threatening 
viruses. 

Like  all  3M  innovations, 


The  Prevention 
Fabric  Surgical  Gown  sets 
a  new  standard  for  protection. 


this  revolutionary  level  of 
protection  was  developed  in  an 
^  atmosphere  that  encourages 
creative  freedom,  the  cross- 
fertilization  of  ideas  and 
social  responsibility. 
From  a  wide  array 
of  infection  control 
products  that  protect  staff 
and  patients,  to  medical 
equipment,  systems  and 
supplies  that  help  save 
lives,  time  and  money, 
3M  technologies  provide 
health  care  professionals 
with  10,000  vital  and 
reliable  products  and 
services. 


A  very  healthy  part  of 
the  more  than  60,000  3M 
innovations  that  make  our 
lives  safer,  easier,  better. 


For  dependable  and  accurate  I.V.  therapy,  the 
3M™  Modular  Infusion  System  delivers  critical 
medications  to  even  the  smallest  patients. 

For  information  call: 
1-800-364-3577,  that  is 
1-800-3M-HELPS. 


©3M  1994 


3M  Innovation 


It's  finding  a  way 


People  are  funny. 
They  don't  like  to  be  in  the  dark.  Which  is  why  the  |p 


light  bulb  was  invented. 


The  world's  first  frosted  light  bulb 
was  invented  by  Toshiba. 


On  the  other  hand,  they  don't  like  light  to  be  too 
bright,  either.  Which  is  why,  in  1925  -  for  the  first  time  ever-Toshiba  found  a  way  to 


frost  the  inside  of  a  clear  bulb. 


Neat  trick.  Still  works  today.  Maybe  that's  what  gjbtjf  thinking  about  this 


tunnel  thing. 

We're  referring  to  the  MRI  (which  stands  for  Magnetic  Resonance  Imaging), 

^^^^^^^      ;imH  ^^^^ 

a  recent  breakthrough  in  diagnostic  scanning  that  uses  a  magnetic  field  instead  of  X  rays 


-  -  

of  the  tunnel.  ! 


ive  no  tunnel  at  all. 

Trouble  is,  it  requires  the  patient  to  lie  inside  a  cylindrical  tube,  which  is  a  real 
problem  if  you're  claustrophobic  or  6  years  old  and  afraid  of  the  dark.  (Actually,  it's  kind 
of  scary  no  matter  who  you  are.) 

So  what  we  did  was  bring 
the  world  the  only  MRI  system  that's 
open  to  the  air  on  all  four  sides. 

Sounds  easy.  Wasn't. 

Toshiba  brought  the  world's  first  open  MRI  to  market. 

As  a  result  of  innovation,  today  a  6-year-old  child  can  lie  in  a  scanner  and  look  up  at  i 

I her  mother  in  a  room  that's  lit  with  lights  that  aren't  too  bright. 
Kind  of  sheds  a  whole  new  light  on  the  business  of  technology,  doesn't  it?  J 

In  Touch  with  Tomorrow 

TOSHIBA 

,  .  ,  .  J 
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People  with  AIDS  1982 


People  with  AIDS  1986 


People  with  AIDS  1990 
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AIDS  may  seem  to  have  exploded  on  the  world,  but  epidemiologists  regard  it  as  The  Slow  Plague,  the  title  of  the  book  by  Peter 
Gould  from  which  these  maps  are  taken.  The  slowness  stems  from  the  low  transmissibility  and  long  latency  period  of  HIV. 


that  the  new  virus  was  a  mutant  form 
of  a  well-known  cat  virus  in  which  no 
more  than  five  changes — all  on  one 
gene — had  occurred.  How  such  tiny 
changes  can  produce  such  immense 
consequences  remains  poorly  under- 
stood. Molecular  biologists  must 
therefore  continue  to  compare  viru- 
lent with  nonvirulent  strains  in  the 
hope  of  finding  the  secret  and  coun- 
tering it. 

That  need  to  know  is  the  principal 
reason  scientists  have  not 
yet  incinerated  the  last  re- 
maining vials  of  smallpox, 
now  in  storage  in  Russia 
and  the  U.S.,  even  though 
they  have  sequenced  its 
DNA  and  stored  the  infor- 
mation on  floppy  disk. 
They  need  more  than  the 
raw  DNA  data,  just  as  a  gour- 
met needs  more  than  the 
recipe  for  a  cake  to  know 
whether  it  will  be  good  to 
eat.  Scientists  want  to  find 
out  why  smallpox  is  so 
much  more  virulent  than, 
say,  cowpox,  which  was  so 
closely  related  and  yet  so 
safe  that  it  could  be  used  as 
an  antismallpox  vaccine. 

Unfortunately,  no  one 
saved  the  1918  flu  vims,  so 
Robert  G.  Webster  of  St. 
Jude  Children's  Research 
Hospital  and  the  University 
of  Tennessee  has  tried  to 
dredge  it  up  from  the 
corpses  of  those  it  killed. 
"We've  found  nothing — 
nothing,"  he  laments. 
"Now  we're  looking  in 
lungs  that  have  been  pre- 
served in  formaldehyde." 

Because  the  experimen- 
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talists  still  lack  data,  theorists  now 
dominate  the  discussion  of  how  viru- 
lence evolves.  Paul  Ewald  of  Amherst 
College  disagrees  with  the  received 
wisdom:  that  microbes  inevitably 
evolve  into  innocuous  forms  in  order 
to  avoid  killing  their  hosts. 

"If  a  pathogen  is  durable  in  the 
external  environment,  like  the  tuber- 
culosis bacillus,  it  should  maintain  a 
high  level  of  virulence,"  he  says.  "It 
doesn't  matter  if  it  reproduces  so 


"At  the  extreme,  the  global  extermination  of  our  species  by 
disease  is  hypothetically  possible,"  writes  Joshua  Lederberg  in 
a  microbiologists'  newsletter.  "But  we  need  not  search  far  for 
historic  precedents  of  continental  decimation  of  many  plant  and 
animal  species  and  once  every  century  or  so  of  the  human.  At 
stake  is  a  level  of  sickness  and  death  manyf  old  higher  than  that 
caused  by  the  highly  publicized  accidents  of  industrial 
pollution."  What  does  he  recommend  for  viral  preparedness? 
"$1  billion  a  year  would  go  a  long  way.  We  spend  ten  times  that 
amount  for  Superfund.  Put  it  back  in  balance." 


much  in  the  host  that  it  prostrates 
him,  because  it  can  still  get  to  a  new 
host."  Only  viruses  that  must  keep 
their  hosts  healthy  enough  to  walkj 
around  and  thus  infect  others  benefit 
from  mildness.  The  best-known  ex-> 
ample  is  the  viruses  that  cause  the 
common  cold. 

The  good  news  is  that  we  can  hope 
to  manipulate  a  pathogen's  circum 
stances  so  as  to  force  it  to  evolve  into  a 
kinder,  gentler  form,  like  the  com 
mon  cold  vims.  We  might 
have  done  that  with  aids  if  a 
surveillance  team  had  de 
tected  the  virus  in  Africa, 
say,  30  years  ago.  Health 
officials  could  then  have 
started  warning  of  the  dan 
gers  of  unprotected  sex, 
needle-sharing  and  unsafe 
blood  supplies.  Not  only 
would  this  have  slowed  the 
spread  of  HIV,  it  would  have 
selected  for  less  virulent 
strains. 

Yet  most  prefer  agoniz 
ing  over  silly  things  like  as 
bestos  in  ceilings  and  Alar 
in  apples. 

Those  cometary  frag 
ments  that  smashed  into 
the  planet  Jupiter  in  July 
reminded  people  that  na- 
ture is  not  benign  and  lov- 
able. However,  it  is  less! 
likely  that  a  giant,  craggy 
asteroid  will  ram  Earth  and 
kill  millions  of  people  than 
that  a  microscopic  virus) 
will.  All  that  money  spent 
unnecessarily  and  messily 
ripping  asbestos  out  of  ceil- 
ings would  have  gone  a 
long  way  toward  averting 
the  next  aids  crisis.  H 
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Hot  lines 


COMMENTARY  BY  MICHAEL  GIANTURCO 


i/lichael  Gianturco  is  president  of 
he  Princeton  Portfolios,  a  New  Jersey  asset 
jianagement  firm  that  specializes  in 
icience  and  technology  stocks. 


iic;  COMMUNICATIONS  companies- 
ike  GTE  and  Bell  Atlantic — haven't 
pen  doing  much  for  investors  over 
(he  past  year.  But  there  are  some  little 
fees  that  are  positively  booming, 
pur  are  shown  in  the  table.  The 
Businesses  are  diverse,  but  they  are  all 
trowing  very  rapidly  because  of  their 
take  in  new  communications  tech 
lology.  They  are  not  w  eighted  down, 
is  are  the  Bell  utilities,  by  balance 
|heets  full  of  copper-based  plant  and 
Iquipment. 

i  Applied  Innovation,  based  in  Cp- 
Kjnbus,  Ohio,  sells  network  monitor- 
iig  and  bridging  products,  and  relat- 
|d  services.  Among  its  customers  are 
j)ur  of  the  seven  regional  Bells.  The 
hone  networks  are  under  a  lot  of 
phnological  stress.  Telephone  cus- 
>mers  want  to  send  data  and  video 
j  (glials  down  copper  lines  originally 
onceived  tor  voice  only.  Equipment 
istalled  two  decades  ago  tor  voice 
Immunication  must  coexist  with  the 
test   broadband  transmission  sys- 
pns.  Compatibility  problems  arise.  It 
the  business  of  Applied  Innovation 
)  help  solve  these  problems  so  that  as 
lie  phone  networks  are  upgraded, 
iey  continue  to  work  smoothly. 
Applied  Innovation  is  run  by  and 
>r  engineers.  It  trades  at  29  times 
ailing  earnings,  not  an  unreasonable 
rice  for  a  company  with  sales  grow 
ig  at  a  three  digit  pace.  The  tcchnob 
gy  is  solid,  but  the  business  is  subject 
p  the  volatile  spending  plans  of  the 
:gi<  >nal  Bells. 


■  Apertus  Technologies  of  Eden  Prai- 
rie, Minn,  stands  to  profit  from  the 
transition  to  smaller  computers.  Its 
data  communications  products  help 
corporations  as  they  gradually  extri- 
cate themselves  from  mainframes  and 
minicomputers  and  move  their  data 
onto  networks  of  personal  comput- 
ers. The  bigger  computers  are  now 
passe,  but  users  have  large  financial 
commitments  to  them  in  hardware, 
software  and  data.  Apertus'  technol- 
ogy is  similar  to  the  transitional  com- 
munications technology  that  has  pro 
pelled  Wall  Data,  a  company  I  de- 
scribed in  this  column  on  July  18. 

The  idea  is  to  keep  the  new  small 
computers  and  the  older  bigger  com- 
puters worl  ing  together  seamlessly, 
with  a  free-flowing  interchange  of 
critical  data.  With  good  communica- 
tion among  their  diverse  computers, 
companies  can  make  the  most  of  their 
still  very  valuable  investment  in  big 
computers  now  in  place,  rather  than 
simply  replacing  them  wholesale  with 
costly  new  client-server  systems. 
Apertus  provides  both  hardware  and  a 
well  diversified  line  of  software  for 
this  purpose. 

Some  of  that  168%  revenue  growth 
and  last  year's  loss  reflect  the  acquisi- 
tion of  System  Strategies  Inc.,  for  $14 
million  in  cash  and  notes.  The  con 
solidation  has  been  swift.  Combined 
head  count  for  the  two  companies 
before  the  acquisition  was  350  peo- 
ple. By  July  it  was  265. 

The  software  Apertus  bought  with 
this  acquisition  carries  a  high  profit 
margin.  Apertus  has  an  especially 
profitable  licensing  arrangement  with 
GTE.  I  expect  Apertus1  impressively 


high  current  profitability  to  last  for 
several  years,  but  it  is  benefiting  from 
a  transition,  and  transitions  do  end. 

■  Three  Five  Systems  of  Phoenix, 
Ariz,  makes  liquid  crystal  displays 
and  keypads,  especially  for  cellular 
phones.  This  is  a  stock  I  wish  I  had 
noticed  earlier;  it  is  up  2,300%  from 
its  1993  low.  Is  there  anything  left 
for  latecomers? 

There  is  presumably  some  room  for 
revenue  grow  th  for  a  firm  supplying 
parts  to  a  booming  industry.  But 
there  is  also  room  for  hesitancy  about 
this  company,  since  more  than  half  its 
revenue  comes  from  a  single  custom- 
er, Motorola. 

■  Level  One  Communications  is  a 
Folsom,  Calif,  semiconductor  com 
pany  specializing  in  chips  that  trans- 
mit, relay  and  receive  digital  data  over 
copper  telephone  wires.  This  requires 
circuits  that  can  handle  both  analog 
(smoothly  varying)  and  digital 
(squared-off)  signals.  It  is  an  impor- 
tant specialty,  and  although  there  are 
competitors,  the  communications 
market  is  vigorous  enough  to  support 
more  than  one  player.  Most  digital 
transmission  is  still  handled  with  mul- 
tiple-chip circuits.  Level  One  design- 
ers integrate  the  necessary  circuits 
onto  single  chips.  The  company  then 
farms  out  the  wafer  production  to  five 
different  semiconductor  foundries 
across  the  globe,  to  minimize  the  risk 
of  supply  interruption. 

Of  the  four  hot  communications 
stocks  above,  Level  One  has  the 
most  compelling  case  for  sustainable 
growth  and  profit  margins.  I  consider 
the  stock  a  speculative  buy  at  a  recent 
20,  or  45  times  trailing  earnings,  m 


Little  outfits 

make  the  big 

telephone 

networks 

work 

better. 


Razzle-dazzle  communications  stocks 


Company 

 Revenue  

Net 

P/E 

last  qtr1 

growth2 

margin3 

ratio 

($mil) 

Apertus  Technologies 

$13.0 

168% 

17.8% 

■  :   4 

Three-Five  Systems 

21.2 

163 

16.4 

37 

Applied  Innovation 

6.6 

112 

18.0 

29 

Level  One  Communications 

11.7 

106 

19.0 

45 

'Ended  June  30  to  July  3.  JFrom  year-earlier  quarter.   3Current  quarter.  ' 

1993  loss. 
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If  patients  can  stand  bigger  doses  of  cancer  drugs, 
they  may  survive  meaner  cancers.  Immunex 
has  a  promising  lead  on  a  drug  to  help  them. 

Surviving 
chemotherapy 


By  Suzanne  Oliver 

For  many  cancers,  drugs  and  radia- 
tion offer  patients  the  only  hope  of 
survival.  The  trouble  is,  today's  treat- 
ments are  indiscriminate.  They  target 
not  only  proliferating  cancer  cells  but 
also  any  healthy  cells  that  happen  to 
be  dividing,  including  hair  follicle 
cells  and  blood-forming  cells  in  the 
marrow.  While  the  cancer  diminishes, 
the  patient  may  suffer  a  life-threaten- 
ing loss  of  blood  components. 

In  some  cases,  the  cancer-killing 
treatment  is  so  powerful  that  the  pa- 
tient has  a  chance  of  survival  only  by 
dint  of  a  bone-marrow  transplant.  A 
bit  of  the  patient's  own  marrow  is 
extracted  and  set  aside  prior  to  the 
radiation  or  drug  therapy.  After- 
wards, the  marrow  is  reimplanted. 
That  little  bit  of  marrow  will  generate 
enough  blood  cells  to  keep  the  patient 
alive,  but  only  if  it  is  stimulated  to 
develop  quickly. 

Three  kinds  of  blood  cells  have  to 
come  out  of  that  marrow:  the  kind  of 
white  blood  cells  that  fight  infection; 
red  blood  cells,  which  bring  oxygen  to 
the  tissues;  and  platelets,  which  stop 
bleeding.  Drugs  are  on  the  market  to 
stimulate  the  growth  of  white  and  red 
blood  cells.  A  Seattle-based  biotech- 
nology firm,  Immunex  Corp.,  seems 
to  have  figured  out  how  to  stimulate 
platelet  production.  Its  drug  is  called 
Pixykine.  If  Pixykine  works,  more  can- 
cer patients  will  survive. 

Without  enough  platelets,  a  tiny 
leak  in  a  cerebral  artery  can  lead  to  a 
lethal  brain  hemorrhage.  To  avoid 
this  problem,  physicians  must  often 
stop  cancer  treatments  before  a  cura- 
tive dose  has  been  administered.  The 
remaining  cancer  cells  quickly  multi- 
ply, and  some  of  the  gains  of  the  past 


treatments  are  lost. 

Each  year  doctors  resort  to  platelet 
transfusions  to  cover  approximately 
55,000  cancer  patients  while  their 
marrow  recovers.  During  chemo- 
therapy, transfusions  may  be  necessary 
as  often  as  once  a  day.  At  a  cost  of 
about  $350  for  a  single  transfusion, 


Megakaryocyte  in  bone  marrow 
These  platelet-forming  cells  die  in 
chemotherapy  and  must  be  replaced. 


that  gets  expensive.  There  is  also  some 
risk  that  a  platelet  transfusion,  which  is 
collected  from  as  many  as  ten  different 
blood  donations,  can  be  contaminated 
with  HIV,  hepatitis  or  other  viruses. 

Man)'  biotechnology  companies 
are  searching  for  compounds  to  stim- 
ulate platelet  production.  Immunex  is 
likely  to  be  the  first  of  these  with  a 
product  to  market.  Recognizing  the 
potential  of  the  platelet  stimulant  and 


other  cancer  compounds  in  Immu 
nex's  pipeline,  American  Cyanamid 
last  year  bought  54%  of  Immunex' 
shares  for  $350  million  and  merge 
its  own  cancer  business  into  Im 
munex.  That  holding  was  certainly  at 
attraction  to  American  Home  Prod 
nets,  which  is  buying  American  Cyan 
amid  in  an  effort  to  improve  its  owij 
unimpressive  drug  pipeline. 

Immunex's  platelet  booster  is 
double-barreled  hormone  that  doe 
not  occur  in  nature.  Half  is  a  we 
established  blood-forming  hormone 
granulocyte- macrophage  colon 
stimulating  factor,  now  sold  by  Im 
munex  and  used  to  stimulate  produc- 
tion of  white  blood  cells.  The  othei 
half  is  interleukin-3,  a  hormone  that  i 
believed  to  stimulate  the  productioi 
of  cells  that  produce  platelets.  Havinj 
yoked  the  two  hormones  together 
Immunex  scientists  used  recombi 
nant  gene  technology  to  create  a  lin 
of  yeast  cells  that  will  produce  th 
whole  thing  at  once. 

You  might  think  that  a  cockta 
drug,  consisting  of  a  50/50  mix  of  th 
component  hormones,  would  wor 
just  as  well.  But  it  doesn't.  There' 
something  magic  in  having  the  twj 
parts  intimately  linked.  Laborator 
tests  showed  that  Pixykine  is  ten  time 
as  effective  in  stimulating  white  blooi 
cell  and  platelet  production  as  the  tw 
basic  hormones  administered  i 
combination. 

What  explains  the  synergy?  It  seem 
to  have  something  to  do  with  the  wa 
Pixykine  locks  onto  its  target.  Its  tat 
get  is  the  primitive  "'stem"  cells  thj 
evolve  into  all  the  different  bloo< 
cells:  white  cells,  red  cells  or  platelet: 
The  stem  cells  have  separate  receptor 
for  the  colony  stimulating  factor  anj 
the  interleukin.  By  binding  to  tw 
receptors  simultaneously,  Pixykin 
delivers  a  stronger  signal.  The  ce 
then  divide  and  develop,  sometime 
into  infection-fighting  white  bloo 
cells,  sometimes  into  platelets. 

Steven  Gillis,  Immunex's  cc 
founder  and  research  president,  e> 
pects  the  Phase  III  clinical  trial  c 
Pixykine  to  be  completed  within 
year.  If  all  goes  well,  federal  approvj 
could  come  in  1996.  If  the  trial  got 
badly,  doctors  will  have  to  pray  th« 
one  of  the  many  platelet  stimulant 
Immunex's  competitors  are  workin 
on  works  out.  ■ 
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STAYING  HEALTHY 


It's  not  easy  to  get  an  alcoholic  to  admit  he  or  she 
needs  help.  Here  is  some  advice  for  spouses, 
friends  and  relatives  of  heavy  drinkers. 

Helping 
an  alcoholic 


By  Nancy  Rotenier 

Terry  Hanratty'S  life  was  the  stuff 
little  boys'  dreams  are  made  of.  All- 
American  quarterback  at  Notre 
Dame,  player  for  the  Pittsburgh  Steel- 
ers  and  winner  of  two  Super  Bowl 
rings.  He  was  a  winner  on  the  gridiron 
but  a  loser  in  the  barroom.  The  all  - 
American  hero  became  an  alcoholic. 
As  with  many  alcoholics,  he  probably 
had  a  genetic  disposition  toward  the 
disease.  His  alcoholic  dad  was  well 
known  on  the  local  bar  scene  in  little 
Butler,  Pa. 

After  retiring  from  football  in  1976 
he  became  a  trader  on  Wall  Street  for 
Cowen  &  Co.  Traders  tend  to  be 
drinkers,  and  Hanrattv  was  no  excep- 
tion. But  with  his  genetic  heritage,  he 
was  more  at  risk  than  many.  Some 
mornings  he  would  check  his  Ameri- 


can Express  receipts  to  see  where  he'd 
been  the  night  before. 

Then,  in  1985,  two  Cowen  part- 
ners confronted  Hanrattv  about  his 
out-of-control  drinking.  It  worked. 
Hanrattv  checked  into  Arms  Acres  in 
Carmel,  N.Y.  for  treatment.  Now  an 
institutional  trader  for  Sanford  C. 
Bernstein  &  Co.  in  New  York  City, 
Hanrattv,  46,  hasn't  had  a  drink  since 
he  went  for  treatment.  Unfortunately 
Hanrattv  is  somewhat  exceptional. 
Estimates  are  that  barely  one  in  seven 
Americans  with  drinking  problems 
seeks  professional  help. 

One  problem  is  that  while  most  dis- 
eases have  painful  symptoms,  alcohol- 
ism has  intensely  pleasurable  aspects. 

What  do  you  do  if  you  think  some- 
one you  know  needs  help? 


Former  Steelers 
pro  and  once  hope- 
less alcoholic 
Terry  Han  ratty 
"There  were 
probably  100  times 
I  should've  been 
dead.'' 


First,  some  don'ts.  Don't  call  the 
office  with  excuses  for  his  absences. 
Don't  bail  him  out  of  jail  if  he  gets 
arrested  for  drunken  driving.  In  short, 
don't  be  an  accomplice  to  the  disease. 

Don't  badger  or  threaten.  Telling 
an  alcoholic  spouse  that  you'll  leave  it 
he  doesn't  stop  drinking  just  drives 
him  deeper  into  the  arms  of  Bacchus. 

Do  tell  him  (men  are  many  times 
more  likely  to  develop  the  disease 
than  women)  that  he  needs  help. 
Have  his  friends  and  relatives  tell  him. 
But  quietly  and  persistently,  not  in  a 
confrontational  manner.  Eventualh 
the  message  may  get  through. 

If  it  doesn't,  try  gentle  group  con- 
frontation, where  friends  and  famih 
get  together  and  remind  the  alcoholic 
how  much  his  behavior  hurts  anc 
damages  them.  Before  you  try  this 
get  advice  from  a  doctor  or  counselor 
you  may  even  want  to  bring  help 
along.  The  alcoholic  may  agree  tc 
treatment  soon.  Soon  isn't  good 
enough.  Make  arrangements  in  ad 
vance  and  help  him  pack  a  suitcase. 

If  you  need  advice  or  support  ii 
dealing  with  an  alcoholic,  call  Al 
Anon,  an  offshoot  of  Alcoholic 
Anonymous  that  conducts  self-help 
meetings  for  friends  and  families  o 
drinkers  (800-356-9996).  If  vol 
work  for  a  large  company  or  organiza 
don,  check  to  see  if  there  is  an  "em 
ployee  assistance  program"  counselo 
trained  to  assess  symptoms  and  make 
recommendations  or  referrals. 

■  The  National  Council  on  Alcohol 
ism  &  Drug  Dependence  can  be  help 
ful.  This  not-for-profit  organizatior 
provides  guidance  in  identifying  anc 
treating  alcoholism  (800-622-2255) 

■  The  National  Clearinghouse  for  Al 
cohol  &  Drug  Information,  800 
729-6686,  will  send,  without  charge 
scientific  studies  and  statistics. 

■  The  Center  for  Substance  Abus< 
Treatment,  800-662-4357,  has  a  hot 
line  with  counselors  to  make  treat 
ment  recommendations. 

■  If  you're  a  drinker  ready  to  accep 
help,  there's  that  splendid  outfit  Alco 
holies  Anonymous.  Call  its  headquar 
ters  at  212-870-3400  or  a  local  chat 
ter.  AA  runs  self-help  meetings  fo 
those  recovering  from  alcoholism 

A  book  that  will  help  you  under 
stand  the  problem  is  Alcoholism:  Ui 
Farts,  by  Dr.  Donald  Goodwin  (Ox 
ford  University  Press,  SI 3).  ■ 
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It  Takes  Audacity  To 
Succeed  In  Business 

An  Astonishingly  Fresh  and  Imaginative  Approach  to  Understanding  Money, 
Power,  and  Business.  Written  Especially  for  Todays  Leadership  Generation. 


Here  are  just  some  of  the 
subjects  covered  in  our  pre- 
mier issue — all  typical  of 
the  stimulating  ideas  you'll 
get  in  copy  after  copy: 

"Boris  Yeltsin, 
Meet  Alexander 
Hamilton" 

by  Jude  Wanniski 

It's  a  huge  country  that  has 
gone  through  a  wrenching,  con- 
vulsive period  that  left  it  an 
economic  basket  case.  Russia 
1992?  No.  America  1792.  The 
imaginative  steps  we  took  then, 
some  two  hundred  years  ago, 
could  save  Russia  today. 


How  General 
Motors  Beat  Ford 

by  J.  M.  Fenster 

In  the  1920s  GM  was  a  hungry 
number  two  that  astutely  per- 

'ceived  a  changing  marketplace 
and  rudely  knocked  number- 

>one  auto  builder  Ford  Irom  its 


FORBES  and  AMERICAN  HERITAGE 
announce  a  just-off-the-press, 
brand-new  quarterly  business 
magazine:  AUDACITY.  A  bright, 
bold  read  that  presents  lessons  from  the 
historical  vantage  point  of  AMERICAN 
HERITAGE,  with  the  finger-on-the-pulse 
business  acumen  of  FORBES. 

It's  a  must-have  magazine  filled  with 
lively,  useful  information  about  American 
business  that  we  guarantee  will  put  a 
whole  new  perspective  on  how  you  look 
at  your  company  and  your  career. 

As  Ralph  Waldo  Emerson  put  it,  "The 
years  teach  much  which  the  days  never 
know." 


perch.  It's  uncannily  similar  to 
the  way  the  Japanese  beat  the 
U.S.  auto  industry  in  the  '70s 
and  '80s. 


Why  Business 
History? 

An  interview  with 
Alfred  Chandler 

We  used  to  start  our  managers 
on  the  shop  floor.  The  great 
successes  of  American  busi- 
ness have  been  innovators  in 
corporate  strategy  and  struc- 
ture. Today  we  start  managers 


off  in  business  school.  By  for- 
getting much  ol  what  v\c  long 
knew  and  falling  into  the  dan- 
gerous practice  of  divorcing 
operating  and  top  management, 
we  have  put  ourselves  in  severe 
jeopardy. 

My  Tuining 
Point 

A  regular  feature 

IBM's  Thomas  Watson  has 
heard  praise  lor  his  accom- 
plishments all  his  life.  But  one 
compliment  he  got — a  WW  II 
Air  Force  general's  scrawled 
"Splendid!"  on  a  report  \\  atson 
wrote  as  a  young  pilot  — 
meant  more  than  the  rest  com- 
bined. It  galvanized  the  young 
pilot's  self-confidence  and 
has  meant  the  most  to  him  to 
this  day. 


Boot  Hill 

Another  regular  feature 

Where  did  the  great  companies 
that  failed  go  wrong';'  Why?  In 
our  premier  issue:  the  rise  and 
fall  of  the  United  Fruit 
Company  (1899-1975), 
Aeromarine  West  Indies 
Airways — America  s  firsl 
international  airline  (1920- 
1923),  and  BKO  Radio 
Pictures  (1928-1958). 
In  our  second  issue: 
DuMont  Television 
Network  (1946- 
1955),  Look 
Magazine  (1937- 
1971),  and  the 
USFF  (1982- 
1986). 


For  a  risk  free  copy,  call  1-800-825-0061.  Or  write:  Audacity,  P.O.  Box  6606,  Syracuse,  NY  13217 


Yes!  Send  me  four  quarterly  issues  of  Audatily  for  just  $14.95!  Start  my  subscription  with  the  next  issue.  (  )  Enclosed  is  m\  check. 
(  )  Please  charge  my  credit  card.  Circle  one:       American  Express        Visa  MasterCard 

#  ^ 

Expiration  Date 

\,,n 


Company 


Vd.lress 


tCity.  State,  Zip 

| Our  "iiarantt-e:  If  the  first  issue  you  receive  doesn't  live  up  to  your  expectations,  keep  it 


tfree  of  charge  and  cancel  your  subscription.  V  our  money  will  he  refunded  in  lull. 


M2913 
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Is  the  necktie  a  barbarous  relic,  condemning  males 
to  torture  in  hot  weather?  More  and  more  Americans 
think  so,  and  most  smart  restaurants  are  going  along. 

(Un)  dressing 
for  dinner 


By  Suzanne  Jennings 


Report  from  the  front  door 


City 

BOSTON 


Price* 

$50 

50 
56 
43 


CHICAGO 


Restaurant 

Aujourd'hui 

(617) 451-1392 

Julien 

(617)  451-1900 

L'Espalier 

(617) 262-3023 

Plaza  Dining  Room 

(617) 267-5300 

Ritz-Carlton  Dining  Room 

(617)  536-5700 

Ambria 

(312) 472-5959 

Charlie  Trotter's 

(312) 248-6228 


Ritz-Carlton  Dining  Room  52 

(312)  227-5866 


CLEVELAND 


Everest 

(312)  663-8920 

Seasons 

(312)  649-2349 

The  Baricelli  Inn 

(216) 791-6500 

Classics 

(216)  791-1300 

Giovanni's  Ristorante 

(216)  831-8625 

Parker's  Restaurant 

(216)  771-7130 


Dress  code 

Coat/tie  requested,  not  required. 
No  jeans,  sneakers  or  athletic  wear. 

Coat/tie  required. 
Coat/tie  requested,  not  required. 
Coat/tie  required. t 

Coat/tie  required;  no  jeans  or  athletic  wear. 
Ascots  not  acceptable  in  place  of  a  tie. 

54  ^ J  Coat  required,  tie  optional;  no  jeans.t 
62        J  Coat/tie  requested,  not  required. 
Coat  required,  tie  optional.t 
Coat/tie  suggested,  not  required. 
Coat  required  tor  dinner;  tie  optional.t 
No  dress  code. 


□ 


v, 


a 


Ritz-Carlton  Dining  Room      39  pft 

(216) 623-1300 


Jacket  required;  tie  optional. 
No  jeans,  sneakers  or  athletic  wear. 

Jacket  requested,  tie  optional;  no  jeans  or  sneakers. 

No  formal  code,  but  no  jeans,  sneakers  or  shorts. 

No  definitive  dress  code;  tennis  shoes  or  jeans 
D  are  not  recommended 


Maitre  d'  comments 

"As  long  as  people  look  fine,  we'll  bend  a  little." 

"It  is  a  dressy  restaurant,  but  we  like  people  to  dress 
as  they  feel  comfortable." 

"Jackets  are  required;  we'll  pass  on  the  tie." 
"A  coat  and  tie  or  no  dinner." 


"Everything  from  elegant  casual  wear  to  black  tie." 
"Most  of  the  time  on  the  weekends  men  wear  ties." 

"Sometimes  jeans  during  the  day,  but  never  at  night.' 


"Fashion  today  is  more  diverse, 
so  we  don't  instill  a  dress  code." 

"We  receive  many  international  guests  who  aren't 
aware  of  our  dress  code.  We'll  provide  a  jacket  for  them." 


DENVER 


Augusta 

(303)  572-7222 


32 


No  formal  dress  code;  coat/tie  common 
but  not  required. 


"Depending  on  the  circumstances,  we'd  allow  them 
to  wear  jeans  or  sneakers." 

"Since  we  are  in  a  hotel 
we  get  all  kinds  of  attire." 


Morton's  of  Chicago 

(303) 825-3353 


37    <yy^   No  stated  dress  code,  but  no  shorts  or  tank  tops. 


"We  do  allow  sneakers  and  jeans." 

*Reflects  the  estimated  price  of  a  dinner  with  one  drink  and  tip,  according  to  the  Zagat  1994  Survey  of  America's  Top  Restaurants.    tLoaner  jackets  available. 
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Somewhat  randomly,  Forbes 
polled  maitre  d's  at  59  restaurants  in 
1 0  cities,  most  of  them  highly  rated  by 
the  Zagat  1994  Survey  of  America's 
Top  Restaurants  (Forbes,  Aug.  1). 
Wc  asked:  Will  you  bar  the  way  to  an 
otherwise  presentable  male  customer 
in  an  open  collar? 

If  you  are  one  of  those  males  who 
.vant  the  blood  to  flow  freely  to  the 
Drain  while  eating,  there's  good  news. 
The  necktie  is  no  longer  required  attire 
it  most  top  restaurants  in  the  U.S. 

Jackets?  That's  another  matter.  A 
ot  of  eateries  that  accept  the  tieless 
vill  ask  you  to  don  one  of  their  jackets 


if  you  arrive  jacketless.  Blue  jeans  are 
generally  but  not  universally  accept- 
able, sneakers  less  so. 

The  farther  you  get  from  Holly- 
wood, the  more  likely  you  are  to  be 
turned  away  if  you  show  up  in  denims 
and/or  tennis  shoes.  "We'll  suggest 
that  you  change  if  you're  wearing 
jeans,"  says  DeVille's  maitre  d',  Serge 
Rondelcz,  in  Houston. 

But  all  is  not  lost  for  the  traditional- 
ists. At  least  a  smattering  of  fine  res- 
taurants still  insist  on  coat  and  tie. 

Here  follow  the  results  of  Forbes' 
informal  poll  of  U.S.  restaurant  dress 
codes.  SBH 


City 


HOUSTON 


LOS  ANGELES 


IEW  YORK 


Restaurant  Price* 

Palace  Arms  $35 

(303) 297-3111 

Restaurant  Picasso  45 

(303) 926-2200 

Cafe  Annie  34 

(713) 840-1111 

Chez  Nous  30 

(713)  446-6717 

DeVille  35 

(713) 650-1619 

La  Reserve  37 

(713)  871-8177 

Bel-Air  Hotel  Restaurant  44 

(310)  472-1211 

Chinois  on  Main  42 

(310)  392-9025 

Diaghilev  53 

(310)  854-1111 

L'Orangerie  52 

(310)  652-9770 

Michael's  43 

(310) 451-0843 

Patina  47 

(310) 467-1108 

Regent  Beverly  Wilshire  41 

(310)  274-8179 

Bouiey  68 

(212) 608-3852 

Cafe  Des  Artistes  49 

(212) 877-3500 


□ 
□ 


Dress  code 

Coat/tie  required;  no  jeans  or  sneakers. 
Ascots  not  acceptable  in  place  of  ties. 

No  stated  dress  code;  coat/tie  not  required. 


Coat  and  tie  not  required;  jeans  and  sneakers 
considered  inappropriate. 

Coat/tie  recommended,  not  required. 


Coat/tie  preferred,  not  required. 
No  jeans  or  sandals. 

Coat  required,  tie  optional. 


Coat  required  only  after  6  pm.t 

No  dress  code. 

No  dress  code;  casual. 

Coat  required  only  after  6:30  pm.t 

No  formal  policy. 

No  dress  code,  but  coat  and  tie  are  suggested. 

Coats  required  only  for  dinner  after  6pm; 
no  jeans  or  sneakers  permitted. 

Coat/tie  required;  absolutely  no  jeans 
or  sneakers  permitted.! 

Coat  required  after  5  pm.  No  tie  required; 
jeans  not  recommended. t 


Maitre  d'  comments 

"We  provide  a  variety  of  jackets 
and  20  ties  to  match." 

"As  for  jeans,  it  depends  if  tbey  are  respectable  looking. 
If  they  have  holes  in  them,  you'll  probably  be  turned  away.' 

"If  someone  is  wearing  jeans  or  sneakers, 
we  try  to  seat  them  in  the  bar  area." 

"Absolutely  no  jeans  or  shorts  allowed." 


"We'll  suggest  that  you  change  if  you're  wearing  jeans." 

"We  do  have  a  coat  and  tie  available  for  our  guests.  They 
will  be  turned  away  if  they  are  not  wearing  one." 


"Everything  from  cocktail  dresses 
to  jeans  with  a  nice  shirt." 


"Women  come  the  way  they  want.' 


"No  shorts." 


"We  don't  discriminate  against  jeans  or  sneakers." 


"An  ascot  is  acceptable." 


"Jeans  are  not  recommended.' 


Four  Seasons 

(212) 754-9494 

La  Cote  Basque 

(212) 688-6525 


Coats  required,  tie  optional. t 
61    jy|jj  Coat/tie  required;  no  ascots  allowed  ! 
Reflects  the  estimated  price  of  a  dinner  with  one  drink  and  tip,  according  to  the  Zagat  1994  Survey  of  America's  Top  Restaurants.    tLoaner  jackets  available. 


"We  prefer  our  guests  not  wear  jeans  or  sneakers, 
but  we'll  make  exceptions  due  to  weather,  etc." 

"If  someone  comes  in  wearing  jeans 
and  a  f  shirt,  we  cannot  accept  that." 
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City  Restaurant 

La  Grenouille 

(212) 752-1495 

Le  Bernardin 

(212)  489-1515 

Le  Cirque 

(212)  794-9292 

Les  Celebrites 

(212) 484-5113 

Lespinasse 

(212) 339-6719 

Lutece 

(212)  752-2225 

Rainbow  Room 

(212) 632-5100 

"21"  Club 

(212)  582-7200 

SAN  FRANCISCO  Campton  Place 

(415)  955-5555 

Fleur  de  Lys 

(415)  673-7779 

La  Folie 

(415)  776-5577 

Masa's 

(415) 989-7154 


Price* 

$63 


66 
65 
72 
66 
67 
59 
51 
47 
59 
48 
69 


Rilz  Carlton  Dining  Room  53 

(415) 296-7465 


SEATTLE 


Canlis  37 

(206) 283-3313 

Chez  Shea  35 

(206) 467-9990 

Fullers  39 

(206) 447-5544 

The  Georgian  Room  36 

(206) 621-7889 

TheHerbfarm  115 

(206)  784-2222  and  up 

The  Hunt  Club  32 

(206) 343-6156 

Rover's  36 

(206) 325-7442 

WASHINGTON      Jean-Louis  69 

(202)  298-4488 

The  Jockey  Club  48 

(202)  659-8000 

Le  Lion  d'Or  56 

(202) 296-7972 

Seasons  50 

(202)342-0810 

Willard  Room  49 

(202) 637-7440 


□ 


□ 


□ 


Dress  code 

Coat/tie  required. t 

Coat  required,  tie  optional.! 
Coat/tie  required;  no  ascots  allowed. t 
Coat/tie  required;  ascot  is  acceptable.! 
Coat/tie  required;  ascot  is  acceptable  ! 


MaTtre  d'  comments 

"If  they  come  with  sneakers  on,  what  can  you  do?" 

"Jeans  and  sneakers  are  not  welcome, 
but  they  won't  be  turned  away." 


"Jeans  or  sneakers  will  be  turned  away.' 


Coat/tie  required;  jeans  and  sneakers  not  permitted  !    "If  it's  summer  and  someone  comes  without  a  tie 

we  are  not  going  to  kill  him." 


Coat/tie  required;  no  jeans  or  sneakers  permitted.! 

Coat/tie  absolutely  required; 

ascots  acceptable  for  lunch,  not  dinner.! 

Suggest  coat/tie 

Coat  required,  tie  optional;  no  jeans  or  sneakers. 

No  dress  code. 

Coat  required,  tie  preferred; 
no  jeans,  sneakers  or  T  shirts  ! 

Coat  and  tie  recommended  and  preferred, 
but  they  don't  turn  anyone  away. 


"If  they're  wearing  jeans  with  a  coat  and  tie, 
we  won't  turn  them  away." 

"We  frown  upon  jeans  and  sneakers." 

"It's  a  little  passe  to  require  a  tie  for  everyone.' 

"We  see  everything  from  jeans  to  tuxedos." 

"We  try  not  to  make  any  rules." 


Coat  required,  tie  optional.  No  jeans  or  tennis  shoes.     "It's  more  relaxed  in  the  summer— if  a  man  is  not  wearing 

a  sport  coat,  we'll  seat  him  in  the  less  dressy  part." 


Dressy  or  casual  attire  accepted. 
Jacket  and  tie  are  nice  but  not  required. 

Lenient  dress  code;  no  shorts. 


Jacket  required;  tie  preferred  but  not  mandatory. 
No  shorts,  sandals  or  jeans 


"Anything  from  shorts  to  formal  wear." 

"We  don't  let  people  in  who  look  like  they've 
just  come  out  of  a  mud  pit,  of  course." 

"No  sandals  allowed." 


No  dress  code. 
No  tank  tops  or  shorts. 
Jacket  and  tie  preferred  but  not  required. 
Coat/tie  required;  no  jeans  or  sneakers  ! 
Coat/tie  required;  no  jeans  or  sneakers.! 
Coat/tie  absolutely  required;  no  jeans  or  sneakers.!      "If  they  are  not  dressed  properly,  we  turn  them  away." 


"Dress  casual  because  our  dinners 
are  four  hours  long." 

"We  don't  enforce  a  dress  code." 


"We  don't  allow  shorts  and  gym  shoes.  Jeans  are  fine." 

"There  are  no  exceptions  from  wearing  a  jacket." 

"Ascots  aren't  a  problem  as  long  as  they're 
worn  with  a  jacket." 


i  dress  code. 


Coat/tie  required. 


"There  is  no  formal  dress  code  in  the  dining  room 
of  this  restaurant." 

"If  they're  wearing  shorts  or  sneakers,  we'll  let  them  in." 


'Reflects  the  estimated  price  of  a  dinner  with  one  drink  and  tip,  according  to  the  Zagat  1994  Survey  of  America's  Top  Restaurants.    tLoaner  jackets  available. 
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It  Takes  More  Than  Talent  To  Feel  Comfortable  On  The  Course. 


On  some  days,  even  champions  need  the  warmth  of  cotton-rich  fleece  and  French  terry  to 
be  at  ease.  So  Cross  Creek  has  created  pullovers  and  vests  especially  for  the  challenges  of  golf. 
Find  comfort  in  Cross  Creek.  At  better  pro  shops  across  the  country. 


CrossCreek8 

Pro  Collection 

©  1994  Cross  Creek  Apparel  Inc.,  A  Subsidiary  Ot  Russell  Corporation 


Made  in  the  USA 


COLLECTORS 


PERSONAL  AFFAIRS 


Those  old  daguerreotypes  in  your  attic 
could  be  worth  a  lot  of  money. 
Collecting  them  has  become  hot. 

America 
in  amber 


By  David  S.  Fondiller 


To  WALK  INTO  THE  ATTIC  of  Matthew 
Isenburg's  home  in  Hadlyme,  Conn, 
is  to  leap  back  to  mid- 19th-century 
America,  preserved  as  if  in  amber. 

Stored  and  on  display  in  Isenburg's 
high-security,  climate-controlled  at- 
tic are  over  2,000  daguerreotypes — 
the  images  on  metal  plates  that  were 
the  precursors  of  paper  photographic 
prints  in  the  U.S. 

Here  is  a  picture  of  the  U.S.  Capitol 
building,  in  the  winter  of  1846,  still 
awaiting  its  cast-iron  dome.  It  is  one 
of  the  two  earliest  images  ever  record- 
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ed  of  the  structure.  There  is  a  tinted 
scene  of  miners  in  California,  circa 
1850,  panning  for  gold.  Here  is  a 
large-size  portrait,  by  Southworth  & 
Hawes,  of  a  pretty  young  woman 
baring  a  provocative  shoulder.  And 
there,  an  1856  street  scene  by  Robert 
Vance  of  top-hatted  gentlemen 
standing  outside  the  newly  opened 
Excelsior  Building  in  San  Francisco. 

Pride  of  place  goes  to  an  1855 
daguerreotype  of  the  Warren  Light 
Guard  of  Massachusetts,  standing  at 
attention  in  plumed  hats.  Some  of 


Collector  Matthew  Isenburg  (left)  amid 
his  $20  million  joys  in  the  attic 
Including  the  portrait  of  a  young 
woman,  taken  by  Southworth  &  Hawes. 


those  pictured  were  among  the  firs) 
Yankees  to  die  in  the  Civil  War. 

Isenburg's  daguerreotype  collec 
tion,  which  also  includes  3,000  piece 
of  related  gear  such  as  cases,  equip 
ment,  books,  documents  and  cam) 
eras,  is  considered  the  best  in  th 
country.  It  cost  Isenburg  some  $• 
million  and  took  almost  30  years  t 
assemble.  It's  now  worth  an  estimat 
ed  $20  million. 

Daguerreotypes  have  never  bee 
hotter.  A  Cincinnati  street  scene,  circj 
1851,  by  black  photographer  Jame 
Presley  Ball,  sold  at  Swann  Galleries  i 
New  York  in  1992  for  $63,800.  La; 
year  a  portrait  of  P.T.  Barnum  an 
Tom  Thumb,  circa  1847,  went  ft 
$39,100,  exceeding  Sotheby's  e> 
pected  high  by  nearly  $10,000. 

.Prices  should  get  another  jolt  froi; 
the  new  show  of  some  150  America 
daguerreotypes  slated  to  open  nei 
June  at  the  National  Museum  c 
American  Art  in  Washington,  D.( 
"We're  at  the  cusp  of  an  explosion, 
says  Daile  Kaplan  of  Swann  Gallerie 

Yet  for  many  years  daguerreotypt 
were  the  province  of  flea- mark 
browsers,  w  ho  rarely  paid  more  than 
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Maybe  the  greatest  compliment 
I  can  give  a  Gulfstream  is 
that  I  take  it  for  granted.  Those 
Rolls-Royce  Tay  engines  are  right 
up  there  with  the  sun  and  the 
moon  for  reliability." 

Darrell  Postma  speaks  from 
experience.  33  years  flying.  21  in 
Gulfstreams. 

"You're  impressed  by  the  perfor- 
mance immediately.  But  as  the 
hours  pile  up,  you  start  to  be  even 
more  impressed  by  how  reliable 
these  planes  are." 
For  35  years,  Gulfstream  has  con- 
centrated on  one  thing:  building 
the  finest,  most  reliable  business 
aircraft  in  the  world.  We've 
received  a  lot  of  compliments. 
None  makes  us  prouder  than 
being  called  "a  pilot's  airplane." 

Contact:  Bill  Boisture,  Executive  VP 
(912)  965-5555  Fax  (912)  965-3084 


"Three  hours  over  the 
Pacific.  That's  when 
I  most  appreciate  a 
Gulfstream." 

Darrell  I'tislma       '   *  i 
tirf  Pilot,  The  Air  Group 
it  mils,  Cnlijoniia  > 


PERSONAL  AFFAIRS 


Cincinnati  street  scene,  circa  1851 
Sold  in  1992  for  a  record  $63,800. 


few  dollars  for  them. 

Named  after  their  main  inventor, 
French  painter  Louis-  Jacques-Mande 
Daguerre,  daguerreotypes  were  im- 
mensely popular  starting  in  1839,  and 
through  the  late  1850s.  They  were 
stunningly  true  images  and,  while  not 
cheap  by  the  standards  of  the  time, 
they  still  cost  less  than  the  alternative, 
painted  portraits.  Thousands  of  "da- 
guerreian  artists,,  and  itinerant  pho- 
tographers set  up  studios  across  the 
country.  An  estimated  30  million  da- 
guerreotypes were  taken  in  America 
between  1840  and  1860,  plus  tens  of 
millions  more  throughout  the  rest  of 
the  world. 

Not  that  the  images  were  easy  to 
make.  Daguerreotypists  first  had  to 
polish  silver-coated  copper  plates  un- 
til they  gleamed  like  mirrors;  then 
they  sensitized  the  plates  with  toxic 


iodine  and  developed  them  by  expq 
sure  to  mercury  vapor.  Ever  wondq 
why  the  people  never  seem  to  b 
smiling?  Sitters  had  to  remain  absc 
lutely  still  for  anywhere  from  30  sec 
onds  to  several  minutes;  cast-iroi 
head  clamps  were  often  used  to  loc 
them  in  place. 

For  a  picture  measuring  3V4  inch* 
by  2%  inches,  customers  could  expe« 
to  pay  around  $5  in  the  mid- 1840 
That  was  a  lot  of  money  then,  muc 
more  than  a  workingman's  wage 
Years  later,  the  price  dropped  t 
around  $2 . 

But  cheaper,  faster  processes  < 
imagemaking  soon  came  to  marke 
By  1860  the  daguerreotype  began  1 
be  supplanted  by  the  ambrotype,  tii 
type  and  paper  photograph.  (D 
guerreotypes  can  be  distinguishc- 
from  other  cased  images  by  th^ 
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mirrorlike  reflection  and  their  precise 
detail.) 

Over  the  decades  the  vast  majority 
of  the  delicate  daguerreotypes  were 
lost  or  damaged.  In  the  early  1900s, 
people  sometimes  melted  down  the 
plates  for  their  metal  content  and  sold 
the  cases  as  cigarette  boxes. 

But  today  people  are  eager  to  pre- 
serve almost  anything  from  the  past. 
.Daguerreotypes  are  especially  collect- 
pie  because  each  one  is  unique — 
jnlike  photographic  prints  made 
jrrom  a  negative — and  each  captures 
places,  people  and  events  of  the  first 
i  xriod  in  history  ever  captured  by 
tamera. 

Isenburg,  a  historian,  began  col- 
ecting  daguerreotypes  in  the  mid- 
|L960s,  when  he  and  a  friend  scoured 
lea  markets  and  antique  dealers,  fre- 
]uently    buying    everything  they 
pound.  "You  could  buy  good  por- 
traits for  between  $2  and  $5,  and  you 
I  ould  have  your  pick  of  the  litter  for 
>10,"  he  says. 

j  In  1967  he  paid  $  1 0  for  a  picture  of 
I  dentist  pulling  a  tooth  from  a  wom- 
|n  patient,  circa  1850.  "That  proba- 


bly would  be  a  $4,000  to  $5,000 
image  today,"  says  Isenburg,  68,  who 
owns  two  Ford  dealerships  in  Con- 
necticut. One  of  his  greatest  triumphs 
w  as  buying  the  major  portion  of  the 
family  collection  of  Josiah  Johnson 
Hawes,  renowned  portraitist  of  the 
Boston  studio  Southworth  &  Hawes. 
The  collection  had  close  to  100  da- 
guerreotypes, 300  to  400  documents, 
furniture  from  the  studio  and  letters. 

To  promote  daguerreotype  preser- 
vation and  scholarship,  in  1989  Isen- 
burg cofounded  the  Daguerreian  So- 
ciety. Its  ranks  now  number  600 
worldwide.  (For  information,  write 
the  Daguerreian  Society,  CNG  Tower, 
Suite  1795,  625  Liberty  Ave.,  Pitts- 
burgh, Pa.  15222.) 

Today  daguerreotypes  range  from 
under  $100  for  a  garden -variety  por- 
trait to  tens  of  thousands  for  a  famous 
person  or  anything  extraordinary — a 
gold- mining  scene,  an  early  medical 
operation  or  a  multiplate  panorama. 
Somewhat  less  rare  but  still  highly 
desirable  are  general  outdoor  scenes, 
run-of-the-mill  occupationals  (work- 
ers in  vocational  garb  or  on  the  job) 


and  the  postmortem  portraits  once 
popular. 

Isenburg  notes  that  the  size,  condi- 
tion, subject  matter,  maker  and  es- 
thetic beauty  all  can  influence  a  da- 
guerreotype's market  value. 

Some  of  the  dealers  Isenburg  has 
worked  with  over  the  years  are  Ken 
Appollo  of  Rhinecliff,  N.Y.;  Hank 
Ford  of  Bedford,  N.H.;  and  Larry 
Gottheim  of  Binghamton,  N.Y.  Oth- 
er major  dealers  include  Dennis  Wa- 
ters of  Exeter,  N.H.  and  John  McWil- 
liams  of  Stockton,  Calif. 

In  addition  to  Swann  and  Sothe- 
by's in  New  York,  some  of  the  big 
auction  houses  that  sell  daguerreo- 
types are  rib  A  Auctions  in  South  Glas- 
tonbury, Conn,  and  Sotheby's  and 
Christie's  in  London. 

For  starting  collectors,  Isenburg 
recommends  several  books:  Beau- 
mont Newhall's  The  Daguerreotype  in 
America,  Floyd  and  Marion  Rinhart's 
The  American  Daguerreotype,  John 
Wood's  America  and  the  Daguerreo- 
type and  The  Daguerreotype,  and  Rob- 
ert Taft's  Photography  and  TIk  Ameri- 
can Scene.  MM 


ABOVE: 

U.S.  Capitol  building  in  1846 
One  of  the  first  images 
ever  made  of  the  structure. 

LEFT: 

P.T.  Barnum  and  Tom  Thumb, 
circa  1847 

Recently  sold  for  $39,100. 
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FACES  BEHIND  THE  FIGURES 

EDITED  BY  JOSHUA  LEVIHE 


Bob  Coleman 

BUYING  a  glamorous 
sports  franchise  is  the  ulti- 
mate payoff  for  some  suc- 
cessful entrepreneurs.  So  it 
seemed  for  Rob  Cole- 
man, 62,  who  made  his 
money  making  golf  caps 
as  owner  of  privately  held 
Texace  Corp.  In  March 
1993  Coleman  and  21 
partners  bought  the  San 
Antonio  Spurs  pro  basket- 
ball franchise  for  $75  mil- 
lion. Coleman  took  over  as 
president. 

But  the  dream  soured 
quickly.  The  talented  Spurs 
lost  in  the  first  round  of 
the  playoffs.  That  set  the 
team's  board  to  squab- 
bling about  trading  players 
and  rebuilding. 


Disgusted,  Coleman 
resigned  in  May.  Head 
coach  John  Lucas,  whom 
many  credit  with  turning 
the  Spurs  into  a  55-game 
winner,  promptly  left  for 
the  Philadelphia  76ers. 

Coleman,  who  sold  his 
piece  of  the  Spurs,  is  back 
running  Texace — and 
claims  he  couldn't  be  hap- 
pier. Golf  cap  sales  are  ex- 
pected to  jump  18%  this 
year,  to  $18  million,  and 
rise  another  17%  next  year. 
Gloats  Coleman:  "I'm 
tired  of  turning  down  or- 
ders, and  I  played  golf  last 
week  for  the  first  time  since 
October  1992."  Some- 
times money  is  more  reli- 
able than  glamour. 

-R.  Lee  Sullivan 


Susan  Solomon 

TRYING  to  get  two  fierce 
rivals  in  the  record  business 
to  work  together  is  never 
easy.  Just  talk  to  Susan  Sol- 
omon, head  of  sw  Net- 
works, the  joint  venture  ra- 
dio syndication  network 
launched  by  Sony  Software 
and  Warner  Music  Group 
in  mid- July.  "It's  like  being 
the  children  of  divorced 
parents,"  she  says,  "which  I 
have  a  lot  of  experience 
with.  There's  a  common 
goal,  but  the  cultures  are 
very  different." 

The  two  companies 
took  months  to  decide  on  a 
business  plan.  They  final- 
ly agreed  on  a  b'jdget  of  an 
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Texace's 
Coleman: 
back  to 
golf  caps 


estimated  $25  million. 
The  money  will  go  to  pro- 
duce audio  programs  to 
be  distributed  via  satellite, 
digital  radio  and  conven- 
tional broadcasting.  The 
first  broadcasts  are  likely 
to  air  early  next  year. 

Solomon,  42,  is  no 
stranger  to  the  hurly-burly 
of  the  music  business.  In 
the  1940s  her  father,  Sey- 
mour Solomon,  started 
Vanguard  Records,  the  la- 
bel of  choice  for  folk  leg- 
ends like  Pete  Seeger,  the 
Weavers  and  Joan  Baez. 

At  18,  Solomon  mar- 
ried Gary  "Chicken" 
Hirsh,  fondly  remem- 
bered as  the  drummer  for 


Mortgage  man  Ranieri 

Lewis  Ranieri 

Before  he  bolted  Salo- 
mon Brothers  in  a  much- 
publicized  1987  scuffle 
with  his  boss  John  Gut- 
freund,  Lewis  Ranieri  was 
largely  credited  with  creat- 
ing the  $1  trillion  second- 
ary market  for  home  mort- 
gages. But  the  former  Sal- 
omon vice  chairman  has 
hardly  given  up  on  the 
mortgage  business.  Ra- 
nieri, 47,  has  been  busily 
buying  up  failed  Texas  sav- 
ings and  loans  from  the 
government — he's  ac- 
quired seven  so  far. 

Houston-based  Bank 
United  Texas,  the  $8  bil- 
lion (assets)  thrift  and 
mortgage  banking  business 
that  Ranieri  put  together. 


the  rock  band  Country 
Joe  and  the  Fish.  At  20,  and 
by  then  a  single  mother, 
she  went  to  college  and  on 
to  finish  law  school. 

After  spending  the 
next  15  years  bumping 
around  the  music,  film 
and  TV  business — she 


SW  Networks'  Solomor 


is  doing  splendidly.  Bank 
United  earned  $164  mil- 
lion in  the  fiscal  year  ende 
last  September.  That's  a 
lofty  36%  return  on  equity 
versus  a  regional  bank  av- 
erage of  1 6%. 

Ranieri's  had  no  troubl 
pulling  in  new  deposits,  ei 
ther.  Under  the  direction  ( 
Chief  Executive  Barry 
Burkholder,  lured  from 
Citicorp  in  1991,  Bank 
United  recently  launched 
gimmicky  new  marketing 
campaign.  Taking  a  page 
from  Sears'  successful  Dis 
cover  charge  card,  Bank 
United  rebates  0.2%  of  th 
value  of  deposits  and  noni 
mortgage  loans  to  custoid 
ers.  As  a  result,  the  averag 
number  of  accounts  per 
customer  has  risen  from  1 1 
to  almost  4  since  the  cam 
paign  started. 

Lately  the  mortgage 
markets  have  taken  a  beat 
ing,  but  Ranieri  says  he'll 
use  the  market's  weaknes! 
to  snap  up  a  few  more 
shaky  mortgage  banks  an 
s&Ls.  "This  is  my  fourth 
cycle  in  the  mortgage  ma 
kets,"  says  Ranieri.  "I  be 
lieve  in  this  business." 

-James  Ketelse 


worked  for  Warner  Com 
munications,  CBS  and  Ma 
Andrews  &  Forbes, 
among  others — Solomon 
was  tapped  by  Sony  Corp 
of  America  Chief  Fxecuti 
Michael  Schulhof  and 
Warner  Music  Group 
Chairman  Robert  Mor 
gado  to  run  the  joint  ven 
Cure.  So  far,  it's  only  a  ra 
dio  project.  But  the  part- 
nership is  rumored  to  be 
the  launching  pad  for  a  m 
sic  video  challenger  to 
Viacom's  MTV.  "My  man 
date  is  only  audio  pro- 
gramming," says  Solomcj 
But,  as  she  notes,  "My 
background  is  also  televi 
sion."    -Lisa  Gl'berni 
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It's  not  just  a  letter.  It's  a  way  to  get  work  done. 


The  letter  is  X.  The  company  is  Xerox.  And 
he  story  is  all  about  change. 

Change  is  something  we're  comfortable  with 
it  Xerox.  It's  what  we've  been  doing  since  the  day 
ve  created  the  first  copier,  and  changed  forever- 
he  way  people  work  with  documents. 

Indeed,  we've  built  our  business  by  following 
(he  document  wherever  it  takes  us.  Today,  few 
ihings  in  business  change  as  fast  as  the  document, 
t  begins  on  a  computer  screen.  It  moves  around 
foe  world  on  interactive,  electronic  networks.  It 
xists  in  multimedia  environments.  It  can  be 
canned,  stored,  retrieved,  revised,  distributed, 
printed  and  published  where,  when  and  how  you 
rant  it. 

In  short,  the  document  is  constantly  moving 
rom  digital  form  to  paper,  and  back  again.  Which 

why  now,  more  than  ever,  our  mission  as  The 
)ocument  Company  is  clear:  to  put  together  the 
imovative  document  services  you  need — the  sys- 


tems, solutions,  products  and  people — to  make 
your  business  more  productive. 

It  is  also  why  this  new  "digitized"  X  is  more 
than  a  letter  to  us.  It  is  a  symbol  of  change  and 
vitality  in  the  newly  emerging  digital  world.  It 
represents  everything  we  do  to  help  you  get  your 
work  done,  and  make  your  life  at  work  a  little 
more  satisfying  and  rewarding. 

We'll  be  using  this  new  symbol  in  many  differ- 
ent ways,  so  keep  your  eyes  open  for  it. 

For  us,  it  signals  the  next  step  in  a  long  Xerox 
tradition  of  taking  the  first  step  into  QQO 
the  future.  And  in  a  world  that  won't 
stop  changing,  that's  still  the  most  pro-     IJOCl  MENT 

.      r  .  °       °  ,  '  COMPANY 

ductive  step  anyone  can  take.  xerox 

The  document  Company 

XEROX 


ROX"  and  The  Document  Company'  and  the  stylized  X  are  trademarks  of  XEROX  CORPORATION  36  use  380 


tive  partnership  is  powered  by  the  ability  to  adapt 
to  our  customers'  specific  needs  and  circumstances  as 
a  matter  of  policy.  (^P)  By  not  adhering  to  rigid  forms 
and  structures,  we  can  worh  together  to  create  custom- 
tailored  risk  management  products  and  solutions  that 
yield  superior  results  in  areas  like  cost  management  and 
customer  service.  (^P)  As  a  member  of  The  Worldwide 
Zurich  Insurance  Group,  we  provide  extensive  financial 
strength,  and  offer  long-term  active  partnership  to 
you.  For  more  information,  contact  your  agent  or 
broker,  or  call  1-800-382-2150  today. 

A  MEMBER  OF  THE  WORLDWIDE  (^^)  ZURICH  INSURANCE  GROUP 

©1994  ZURICH  INSURANCE  COMPANY 
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IHt  rUnpCD/BAnnA  WALL  STREET  REUIEW 


BY  ERIC  S.  HARDY 


Neither  equity  nor  bond  prices  are  as 
expensive  as  they  were  six  months 
ago,  but  the  stock  market  still  looks 
historically  expensive  at  21  times  trail- 
ing earnings,  nearly  three  times  book 
value  and  with  a  yield  of  only  2.5%. 

While  short-sellers  have  made 
something  of  a  comeback  after  sever- 
al years  of  disastrous  results,  Michael 
Murphy's  Overpriced  Stock  Service,  a 
San  Francisco  Bay  area-based  invest- 
ment newsletter  dedicated  to  short - 
Iselling,  has  been  warning  its  readers 
that  the  easy  money  in  selling  short 
has  already  been  made  this  year.  Nev- 
ertheless, Murphy  still  sees  a  few 
opportunities  for  short-selling,  partic- 
ularly with  companies  that  trade  at 
very  high  multiples  of  earnings  and 
revenues,  have  little  or  no  multina- 
tional reach  and  pay  little  or  no  div- 
dend  income.  (Short-sellers  must 
?ay  dividends  on  the  shares  they've 
sorrowed.) 

Murphy  is  finding  his  favorite 
short-selling  candidates  these  days  in 
he  steakhouse  business.  He  notes 
i:hat  you  can  buy  a  steakhouse  restau- 
rant from  a  private  owner  for  maybe 
i$3  million,  but  that  the  publicly 
)wned  steakhouse  franchisors  like 
Outback  and  Lone  Star  are  valued  at 
)ver  $12  million  per  outlet.  A  few  of 
Vlurphy's  other  short  recommenda- 
ions  are  listed  below. 


The  overall  market 


Bear  hunt 


Company 

P/E 

Price/ 
sales 

Alexander's 

IMM 

7.8 

Fastenal 

47 

6.4 

Homecare  Mgmt 

24 

4.2 

Lone  Star  Steakhouse 

33 

7.3 

Outback  Steakhouse 

37 

4.0 

Parametric  Technology 

27 

9.6 

Sybase 

41 

5.1 

UAL 

NM 

0.1 

Source:  Overpriced  Stock  Service. 
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The  Barra  All-US  price  index  as  of  8/18/94 

Market  value:  $5,105.3  billion 
P/E:  20.8 

P/E  minus  negative  EPS:  16.3 
Price/book:  2.7 
Yield:  2.5% 


12-month  closeup 

■  Barra  index 
0  200-day  moving  average 
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'93 


•94 


Closeup  on  the  market 


Index  or  Investment 

2-week  change 

%  change  from 
1  year  ago       5-year  high 

Barra  All-US  index 

1.2% 

1 

0.9% 

-5.3% 

S&P/Barra  Growth  index 1 

2.8 

4.9 

-1.0 

S&P/Barra  Value  index- 

-0.5 

I 

3.2 

-3.9 

Dow  Jones  industrials 

-0.3 

1 

4.0 

-5.6 

S&P  500 

1.0 

1 

1.5 

-3.9 

NYSE 

0.9 

1 

0.9 

-4.6 

Nasdaq 

3.1 

1.6 

-7.7 

Amex 

0.5 

1 

-1.0 

-9.1 

EAFE3 

0.5 

1 

9.0 

0.5 

CRB  futures  index 15 

-1.1 

1 

7.5 

-9.3 

Gold  (Comex  spot) 

0.9 

1 

2.6 

-9.8 

Yen  (per $US) 

-1.8 

■ 

-6.9 

-38.5 

Oil  (W  Texas  Intermediate) 

-12.2  IJH 

0.3 

-57.0 

The  best  and  worst  performing  stocks 


2-week 

1994 

2-week 

1994 

Best 

Price 

change 

EPS6 

Worst 

Price 

change 

EPS' 

Neutrogena 

28  5/8 

43% 

$1.06 

Interactive  Network 

4V8 

-41% 

NA 

Digital  Microwave 

18 

40 

0.82 

Rhodes 

9 

-35 

$1.27 

Terra  Industries 

9Vs 

38 

0.54 

Mesa  Airlines 

7 

-34 

0.82 

Kenneth  Cole  Productions 

17  3/4 

37 

1.02 

Home  Holdings 

9y2 

-25 

1.33 

Sierra  On  line 

217/s 

36 

-0.49 

SLM  International 

7 

-25 

0.91 

The  best  and  worst  performing  industry  factors7 


2-week 

Since 

2-week 

Since 

Best 

change 

12/31/93 

Worst 

change 

12/31/93 

Beverages 

8.3% 

-3.6% 

Oilfield  services 

-7.6% 

-13.1% 

Pharmaceuticals 

8.0 

0.2 

Iron  &  steel 

-6.2 

14.1 

Agriculture,  food 

5.4 

0.3 

Forest  products 

-6.0 

-14.0 

Business  equip 

5.1 

0.7 

Tobacco 

-3.5 

-8.3 

Electronics 

4.8 

9.1 

Water  transport 

-3.4 

1.7 

Ite:  Data  for  period  ending  8/18/94.  The  Barra  All-US  price  index  consists  of  all  publicly  traded  common  U.S.  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  trading  on 

(S.  markets.  ADRs,  REITs  and  closed-end  funds  are  excluded. 1  Total  return  of  a  portfolio  of  more  than  150  large-capitalization  stocks  that  has  high  historical  earnings  growth  and  has  predicted  above-average 
nings  growth.  2 Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios.  3  A  dollar-denominated  capitalization-weighted 
lex  of  more  than  1,000  stocks  from  Europe,  Australia,  New  Zealand  and  the  Far  East.  Source:  Morgan  Stanley  Capital  International  Perspective.  4  Index  of  21  commodity  futures.  5  Source:  Knight-Ridder 

liancial  Information.  "Estimate.  Source:  IBES,  Inc.  'Shows  return  to  the  industry  factor  after  controlling  for  other  influences,  including  company  size,  value  and  growth  characteristics.  Multi-industry  firms  have 

i iportional  contributions  in  two  or  more  groups.  NA:  Not  available.  NM:  Not  meaningful.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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'  areign  vs.  U.S.  markets 

140 

Value  of  $100  invested  7/31/91 


120 


100 


80 


S&P  500 


As  of  7/31/94 

P/E 
Yield 

Price/book 


'92 

S&P  500 

20.2 
2.8% 
3.1 


'93 


■94 


EAFE 

32.7  I 

1.9% 
2.1  I 


Developed  markets 

Total  return7 


Emerging  markets 

Total  return' 


Market 

3  months 

12  months 

P/E 

3  months 

12  months 

P/E 

Norway 

9% 

40% 

17 

International  Finance  Corporation  indexes 

Hong  Kong 

6 

39 

16 

IFC  Investable3 

6% 

39% 

23 

Australia 

4 

24 

17 

IFC  Global4 

7 

46 

25 

Finland 

4 

66 

NM 

Market 

New  Zealand 

4 

29 

13 

Turkey 

72 

-10 

23 

Italy 

-9 

30 

NM 

Taiwan,  China 

19 

86 

34 

Canada 

-1 

1 

35 

Brazil 

14 

58 

17 

Germany 

-1 

28 

67 

Venezuela 

-14 

-16 

18 

Switzerland 

-1 

26 

16 

Greece 

-11 

-1 

10 

Sweden 

0 

34 

28 

Hungary 

-11 

81 

NM 

WWWMMHn 


The  dollar's  weakness  is  benefiting  Americans  who  invest 
in  foreign  equities.  Measured  in  local  currencies,  Morgan 
Stanley's  EAFE  index  of  European,  Australian  and  Far  East- 
ern stocks  is  unchanged  in  1994.  Measured  in  dollars,  the 
index  is  up  9%. 

Australia  and  New  Zealand  were  two  of  the  strongest 
markets  in  the  EAFE  index  over  the  last  three  months. 
Mark  I  [olowesko,  who  manages  the  Tcmplcton  Foreign 
Fund,  credits  rising  commodity  prices,  particularly  for  alu- 
minum and  paper,  for  pushing  up  these  markets.  On 


Holowesko's  list  of  picks  is  Alcan  Australia  and  Comalco 
two  Australian  aluminum  producers,  and  Fletcher  (dial 
lenge,  a  New  Zealand-based  paper  producer. 

Over  in  our  hemisphere,  (diaries  Comer,  director  d 
Research  at  Credit  Lyonnais  Securities  USA,  is  bullish  01 
Brazil.  Me  thinks  that  this  emerging  market  will  pay  ol 
for  those  betting  on  centrist  Fernando  Henrique  Cardosi 
in  the  upcoming  presidential  election.  Comer  also  think 
that  Brazil's  price/earnings  multiple  of  17 — the  lowest  ii 
Latin  America — does  not  reflect  Cardoso's  prospects. 


Who's  hot 


Who's  not 


3-month 

3-month 

Company/country 

Business 

Price 

price 
change 

P/E 

Company/country 

Business 

Price 

price 
change 

P/E 

Western  Areas/South  Africa 

gold  mining 

WA 

69% 

13 

Cott/Canada 

beverages 

12 

-45% 

25l 

Hongkong  Ferry  Hldgs/H  Kong 

shipping 

2 

55 

33 

Willis  Corroon  Group/UK 

insurance 

2'/8 

-39 

13 

Kokusai  Kogyo/ Japan 

surveying 

133/8 

48 

39 

AVA/Germany 

supermarkets 

3605/8 

-26 

18 

Methanex/Canada 

chemicals 

14V8 

36 

37 

Unicem/I  taly 

cement 

75/8 

-24 

36 

TNT/Austral  la 

transportation 

2 

31 

59 

Coloplast/Denmark 

consumer  goods 

64 

-21 

24 

Cheap  foreign  stocks 


High-yielding  foreign  stocks 


Company/country 

Business 

Price 

Earnings 

P/E 

Company/country 

Business 

Price 

Yield 

P/E 

Tate  &  tyle/UK 

food,  home  prods 

6'/2 

$0.63 

10 

Advanced  Bank/Australia 

banking 

73/a 

8.0% 

9i 

Telebras/Rrazil 

telecommunications 

46% 

4.50 

10 

Winsor  Industrial/H  Kong 

textiles  &  apparel 

V/2 

6.9 

18 

Alcatel  Alsthom/France 

communication  sys 

1193/8 

9.07 

13 

Booker/UK 

food,  health  prods 

63/8 

6.6 

14 

First  Capital/Singapore 

real  estate 

0.23 

14 

Banco  Santander/Spain 

banking 

387/8 

5.7 

10 

Cathay  Pac  Airways/H  Kong 

airlines 

l5/8  0.10 

16 

Eiffage/F  ranee 

construction 

253 

5.2 

29 

Note:  Data  lor  period  ending  7/31/94.  Selected  stocks  have  a  market  capitalization  of  at  least  $300  million.  'Shows  price  return  on  the  EAFE  index  of  European,  Australian,  Nt 
Zealand  and  Far  Eastern  stock;',  converted  into  U.S.  dollars.  Performance  numbers  reflect  both  local  price  change  and  currency  fluctuation.  Dividends  are  reinvested  af 
subtracting  foreign  withholding  tax.  3lndex  of  stocks  available  to  foreign  investors.  4lndex  of  stocks  available  to  foreign  and  domestic  investors.  NM:  Not  meaningful.  Princii 
source:  Morgan  Stanley  Capital  International  Perspective.  Emerging  markets  data  provided  by  International  Finance  Corp. 
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OWN  YOUR  OWN  RANCH  IN 
THE  COLORADO  ROCKIES 


>es  Wagon  Creek  Ranch  is  offering  minimum  40  acre  ranches  starting  at  as  little  as  $25,000. 
■  provide  full  financing  and  buyer  protection.  If  you've  ever  dreamed  of  owning  your  own  piece  of 
I  Rockies,  now  is  the  time  to  act.  This  property  can  provide  you  with  a  perfect  base  for  vacations, 

^-country  skiing,  hunting,  camping  and  a  host  of  other  outdoor  sports  and  family  fun.  For  more 

filiation  without  obligation, 

Call  1-800-FORBES-5.  Outside  the  U.S.  (719)  379-3263. 


lesion  and  the  Kansas  v  <  m 

'  jusiiiy  Opportunity.  24-  I00NJ.  Reg.  Sangrc  dc  Cristo  Ranches  Agency,  licensed  real  estate  broker  in  Colorado.  A.  .lack  Nerud. 'Oshkosh,  Nebraska,  Real 
Broker.  NAV930347.  AD  23074. 


CLOSED  END  FUND  SURVEY 


Closed-end  funds  can  be  tricky. 
In  most— but  not  all— cases  you  are 
better  off  in  open-end  mutual  funds. 


How  to  pick  a 
closed-end  fund 


By  Mary  Beth  Grover 

The  bull  market  of  the  past  decade 
has  brought  with  it  an  explosion  in 
offerings  of  closed-end  hinds.  Assets 
in  this  sector  have  trebled,  to  $121 
billion,  in  the  past  three  years. 

Most  of  the  folks  who  bought  the 
newly  offered  funds,  we  submit,  made 


a  mistake.  Sometimes,  when  these 
original  buyers  are  desperate  enough 
to  sell,  you  can  profit  from  their  mis- 
fortune. That's  what  this  survey  of 
closed-end  funds  is  all  about:  dis- 
counts and  premiums. 

Closed-ends  are  the  investment 


t( 


companies  that  issue  a  fixed  number 
of  shares,  just  like  Wal-Mart,  anc 
then,  also  just  like  Wal-Mart,  allow 
those  shares  to  trade  independently 
usually  on  the  New  York  Stock  Ex 
change.  Open-end  funds,  in  contrast 
are  constantly  issuing  new  shares  (at 
or  near  net  asset  value )  and  redeeming 
them  (at  net  asset  value). 

Which  is  a  better  way  to  get 
diversified  portfolio,  buying  closed 
ends  or  open-ends?  In  most  cases  the 
answer  is  easy:  no-load  open-enc 
There  are  no  commissions,  no  premi 
urns    or    widening  discounts 
worry  about. 

Never,  never,  never  buy  a  closed 
end  fund  when  it  is  brand-new — tha 
is,  buying  it  from  the  underwriters 
You  would  have  to  be  a  fool  to  buy 
That's  because  new  closed-ends  ar» 
priced  at  a  premium  (typically  7%  01 
so)  over  net  asset  value,  yet  are  all  bu 
destined  to  have  sunk  to  a  discount  b 
the  time  you  want  to  get  out.  Why 
therefore,  pay  this  premium  when  yoi 
can  almost  certainly  buy  a  rather  simi 
lar.  no-load  mutual  fund  and  pay  n» 
premium?  In  a  rising  market  yoi 
might  not  lose  money  buying  at 
premium  and  selling  at  a  discoun! 
but  you  definitely  will  do  worse  tha 
someone  who  is  investing  during  th 
same  period  in  a  comparable  open 
end  fund. 

But  it's  another  matter  if  you  arj 
contemplating  buying  a  secondhan 


! 
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Best  Buys 


Performance 

Fund                          Total  return 

Assets 

Discount 

Average 

Annual 

Manager 

Years 

UP 

DOWN 

last  12 

6/30/94 

discount 

expenses 

as 

markets 

months 

($mil) 

per  $100 

manager 

D 

A 

Adams  Express 

lA 

$798 

-11.3% 

-5.4% 

■  $0.32 

Douglas  G  Ober 

4 

D 

C 

Baker,  Fentress 

2;3-;'-' 

487 

-16.4 

-16.4 

0.86 

Multiple  managers 

A 

C 

Central  Securities 

24.4 

'■  232 

-8.1 

-7.9 

0.77 

Wilmot  H  Kidd 

Future  Germany  Fund 

27.3  1 

.  213 

-16.0 

-11.8 

1.19 

John  Abbink 

'"'      4  .;'/>* 

Growth  Fund  of  Spain 

25.0 

209 

-14.9 

-12.5 

1.22 

Multiple  managers 

4 

Inefficient-Market  Fund 

4.3 

52 

-20.1 

-15.9 

1.22 

Aya  Weismann 

t 

New  Germany  Fund 

30.0 

466 

-18.0 

-13.5 

1.07 

John  Abbink 

4 

■  A 

■  C 

Pilgrim  Regional  Bankshares 

8.2 

170 

-11.4 

-5.9 

0.91 

Carl  Oorf 

3 

Quest  for  Value  (Dual) 

4.5 

697 

-8.7 

-6.4 

0.72 

George  Long 

3 

■  Fund  rated  for  two  periods  only;  maximum  allowable 

grade  A. 

t  Less  than  one  year. 

Sources:  Forbes;  Upper  Analytical  Services;  Morgan  Stanley  Capital  International. 

hese  funds  are  cheap — discounts  are  at  least  ten  times  expenses— 
md  they  all  beat  their  respective  benchmarks  over  the  past  year. 


losed-end.  You  should  look  at  four 
hings:  the  uniqueness  of  the  portfo- 
o,  the  manager's  performance,  the 
iscount  at  which  the  fund  trades  and 
s  annual  expense  ratio.  The  tables  in 
lis    eight-page    survey,  arranged 
ong  the  lines  of  our  larger  open-end 
ind  survey  (Aug.  29),  will  help  you 
lake  a  decision. 
First,  performance.  As  we  do  with 
pen-end  funds,  we  rate  closed-ends 
parately  in  bull  and  bear  markets. 
Jc  base  our  grades  on  a  fund's  net 
set  value  and  its  distributions,  not 
lare  price.  Performance  data  is  as  of 
ane  30,  1994. 
Remember  this:  With  a  no-load 
utual  fund,  portfolio  performance 
id  investment  performance  will  be 
entical.  Not  so  with  closed-end 
nds,  where  your  investment  results 
also  affected  by  changes  in  the 
scount  (or  premium)  and  by  the 
okerage  commissions  you  will  have 

Pay- 
Discounts.  If  a  fund  trades  at  a  5% 
scount  to  its  net  asset  value,  you  can 
ay  a  dollar's  worth  of  assets  for  95 
nts.  That  discount  in  itself  does  not 
iake  a  bargain,  since — with  the  ex- 
ption  of  a  handful  of  funds  that  are 
mtractually  obligated  to  liquidate 
'  a  certain  date — it  is  quite  probable 
at  there  still  will  be  a  discount  when 
m  go  to  sell. 

To  be  sure,  if  you  are  lucky  enough 
buy  at  a  steep  discount  and  sell  at  a 
rrow  one,  you  will  do  better  than 
meone  owning  a  comparable  open- 


end  fund. 

But  what  if  you  buy  at  a  discount 
and  sell  at  a  deeper  discount?  Then 
you  are  worse  off  than  the  investor  in 
the  comparable  open-end  fund.  Our 
tables  show  both  the  current  discount 
and  the  average  discount  the  fund  has 
traded  at  over  the  past  year. 

Finally,  pay  attention  to  the  fund's 
overhead  costs,  shown  in  our  tables  as 
"Annual  expenses  per  $100."  No  one 
can  predict  whether  the  market  will 
zig  or  zag,  but  expenses  remain  con- 
stant— a  constant  drag  on  perfor- 
mance. Some  closed-ends,  being  rela- 
tively small,  have  expense  ratios  that 
are  quite  high  by  mutual  fund 
standards. 

Uniqueness.  There  are  times  when 
closed-end  funds  are  the  best  means 
for  achieving  a  specialized  investment 
objective,  say,  investing  in  Chile  or 
Malaysia  or  Austria.  There  may  be  no 
similar  portfolio  among  available 
open-end  funds.  But  here,  too,  never, 
ever  pay  a  premium.  We  have  seen  too 
many  hot  country  funds  start  out  at  a 
huge  premium  and  then  sink  to  a 
hefty  discount.  Mark  Mobius'  closed- 
end  Templeton  Emerging  Markets 
trades  at  a  lofty-'  15%  premium,  but  his 
open-end  Templeton  Developing 
Markets  can  be  had  for  just  a  5.75% 
load.  Buying  the  closed-end  in  this 
case  makes  little  sense. 

To  sum  up:  You  want  good  perfor- 
mance, a  hefty  discount  and  a  small 
expense  ratio.  If  you  want  a  rule  of 
thumb,  the  discount  should  be  at  least 


ten  times  the  expense  ratio.  You 
should  relax  this  demanding  ratio 
only  in  order  to  get  the  talents  of  a 
first-class  portfolio  manager  or  to  get 
a  portfolio  that  simply  has  no  open- 
end  equivalent. 

Note:  Rarely  if  ever  does  a  closed- 
end  bond  fund  meet  any  of  these 
criteria.  Avoid  them.  We  can't  under- 
stand why  any  rational  investor  would 
want  to  own  one  of  these  funds  unless 
it  is  available  at  an  extremely  steep 
discount.  This  survey  lists  domestic 
bond  closed-ends  (taxable  and  tax- 
free  )  only  if  the  discount  is  at  least  ten 
times  the  annual  expense  ratio.  Don't 
waste  your  time  on  the  others.  You'll 
be  better  off  in  an  open-end  bond 
fund,  especially  if  it  is  no-load. 

To  be  included  in  the  closed-end 
survey,  a  fund  must  have  at  least  one 
year  of  performance  data.  Stock,  bal- 
anced, international  stock  and  global 
bond  funds  must  have  at  least  $25 
million  in  assets.  Taxable,  municipal 
and  junk  bond  funds  have  to  have 
$100  million  or  more. 

The  few  equity  closed-ends  we 
consider  bargains  on  the  basis  of  dis- 
count, expense  ratio  and  performance 
are  listed  in  the  Best  Buy  table  above. 
All  these  funds  have  beaten  a  relevant 
benchmark  over  the  12  months 
through  June  30. 

The  main  closed-end  tables  begin 
on  page  273.  In  his  column  on  page 
283,  Mark  Hulbert  writes  about  in- 
vestment letters  that  give  advice  on 
closed-end  funds.  9SB 
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Why  would  any  sane  person  buy  a  new  closed-end? 
Scientists  are  still  struggling  to  explain  this 
self-destructive  behavior. 

Market  masochism 


By  Mar)'  Beth  Grover 

Why  do  lemmings  plunge  into  the 
sea?  Why  do  teenagers  listen  to  music 
that  damages  their  ears  and  addles 
their  brains?  Why  do  investors  buy 
new  closed-end  funds? 

Some  things  defy  explanation,  and 
the  closed-end  fund  phenomenon  is 
one  of  them.  In  1993  investors 
bought  $18  billion  of  new  closed- 
ends.  In  virtually  every  case,  they  paid 
a  premium  over  net  asset  value  to  get 
in — $1.07  or  so  to  obtain  a  dol- 
lar's worth  of  assets.  Yet  they 
knew,  or  should  have  known, 
that  the  shares  of  a  closed-end  are 
all  but  certain  to  sink  to  an  even- 
tual discount  to  net  asset  value  in 
aftermarket  trading.  Buy  securi- 
ties for  107  cents  on  the  dollar, 
sell  for  95  cents  on  the  dollar.  It 
doesn't  make  any  sense. 

Could  it  be  that  investors  are 
willing  to  pay  extra  to  get  diversi- 
fication and  professional  man- 
agement? That  explanation 
doesn't  work.  In  the  majority  of 
cases,  commission-free  open-end 
funds  are  available  that  serve  the 
same  investment  objectives  as 
closed-ends.  In  the  few  cases 
where  the  portfolio  is  unavailable 
in  an  open-end  format — for  example, 
single-country  funds  investing  in  illi- 
quid markets — it  remains  baffling 
why  people  would  line  up  to  buy  a 
new  closed-end  when  the  same  mer- 
chandise is  likely  to  be  available  later 
at  a  discount — and  in  most  cases  not 
very  much  later. 

Consider  the  trio  of  African  funds 
introduced  earlier  this  year.  Investors 
paid  6%  premiums  or  so  for  a  group 
that  now  trades  at  discounts  of  22%, 
18%  and  18%.  Those  funds  are  hardly 
atypical.  According  to  Lipper  Analyti- 
cal Services,  of  the  31  new  funds 
introduced  this  year,  24  now  trade  at 
discounts  to  their  net  asset  value.  For 


the  remaining  7,  it  may  be  only  a 
matter  of  time  before  disillusioned 
sellers  push  the  price  down. 

To  get  to  the  bottom  of  this  mys- 
tery we  went  to  Andrei  Shleifer,  a 
professor  at  Harvard  and  a  behavioral 
economist.  His  first  explanation  is  the 
easy  one:  Investors  are  suckers.  "If 
there  were  a  mailing  list  of  these  people, 
it  would  be  the  most  valuable  one  in  die 
country,"  he  savs.  "If  diev'll  buv  these, 


they'll  buy  anything." 

But  this  explanation  is  not  fully 
adequate.  There  probably  aren't 
enough  really  dumb  people  in  the 
world  to  account  for  all  the  buying.  So 
Professor  Shleifer  delves  a  little  deep- 
er into  investor  psychology. 

"It's  a  matter  of  novelty,"  he  ex- 
plains. "To  sell  an  overpriced  securi- 
ty, you  simply  need  to  change  the 
story  from  the  last  one  on  which 
people  got  burnt."  So  closed-end 
promoters  simply  come  up  with  new 
types  of  funds — and  brokers  come  up 
with  new  stories — to  lure  in  investors. 

History  lends  support  to  the  novel- 
ty hypothesis.  The  first  time  closed- 


end  funds  took  American  investors  b 
storm  was  in  the  stock-crazed  1920s 
Closed-end  funds  had  routinely  bee 
sold  in  England  since  the  late  1800 
but  to  Americans  they  were  a  novelt 
Brokers  convinced  investors  th 
the  premium  was  just  equal  to  th 
value  of  the  manager's  stock-pickin 
expertise.  The  buyers,  of  course,  hai 
to  overlook  the  fact  that  they  wej 
already  going  to  be  paying  the  manat 
er  an  annual  fee.  But  in  a  go-g 
market,  negatives  are  easily  ove; 
looked.  Unfettered  by  disappointin 
performance  records  among  the  e: 
perts — in  the  1920s  everyone  mat! 
monev — brokers  got  clients  to  she 
out  $110  for  $100  worth  of  assei 
Investors  in  the  Lehman  Brothe 
Corporate  fund,  peddled  right  befoi 
the  October  1929  crash,  even  pai 
$104  a  share  for  $87.50  in  assets. 

Those  tall  tales,  of  course,  endc 
with  the  great  crash,  and  it  wasn 
until  after  a  new  bull  market  b 
gan  in  1982  that  memories  ■ 
earlier  losses  had  faded  and  pre 
its  again  seemed  limitless.  Sini 
1985,  503  new  closed-end  fua. 
have  raised  $99  billion. 

This  market's  novelties?  Du 
purpose  funds,  which  divide  the 
profits  between  two  classes 
shares,  hit  the  market  in  1981 
Dual  funds  had  in  fact  be< 
around  in  the  1960s,  but  th( 
were  novelties  to  the  young 
buyers  of  1985.  Then  came  t 
celebrity  managers.  Mart 
Zweig,  Mario  Gabelli,  Charl 
Royce  and  Charles  Allmon  rais< 
a  combined  $966  million 
closed-end  stock  funds. 

Other  novelties:  country  fun 
(from  just  3  in  1985,  their  numb) 
jumped  to  32  five  years  later),  sing 
state  muni  funds,  then  leverag 
muni  funds.  The  leveraged  furt 
seemed  to  pay  magically  high  yielt 
an  artifact  of  their  risky  margin  bt 
ing.  Investors  lapped  them  up,  rj 
realizing,  until  the  1994  bond  era: 
that  leverage  cuts  both  ways. 

Don't  bemoan  the  fact  that 
many  fools  are  willing  to  buy  n< 
closed- ends.  Inevitably,  the  nove 
wears  off,  the  buyers  become  disill 
sioned  and  they  dump  their  shar 
That  yields  a  bumper  crop  of  secor 
hand  closed-ends  at  discount  pric 
That's  when  you  step  in. 
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Stock  funds 


vVe  rate  closed-end  domestic  stock  funds  against 
three  up-and-down  market  cycles,  as  defined  by 
the  S&P  500  index.  Grading  pools  include  open- 
tnd  funds  rated  in  our  previous  issue  (Aug.  29). 
To  be  graded,  a  fund  must  have  existed  for  at 
east  two  full  market  cycles,  or  since  Aug.  31, 


1987.  Share  prices  and  discounts  are  as  of  Aug. 
12;  data  provided  by  Lipper  Analytical  Services. 
Unlike  open-end  funds,  these  funds  have  no 
distributor.  If  you  want  to  buy  shares,  call  a 
broker.  A  primer  on  closed-end  fund  strategy 
begins  on  page  270. 


Performance 

Fund 

—Annualized  total  return— 

Assets 

Recent 

Premium/discount  (-)  Annual 

UP 

DOWN 

6/83 

last  12 

5-year 

6/30/94 

price 

recent 

52-week  expenses 

—markets— 

to  6/94 

months 

($mil) 

average     per  $100 

Standard  &  Poor's  500  stock  average 

13.1% 

1.5% 

Forbes  closed-end  stock  composite 

11.1% 

2.0% 

$ 

Mm 

D 

A 

Adams  Express 

11.6% 

1.7% 

11.0% 

$798 

17V4 

-11.3% 

-5.4% 

$0.32 

■  F 

■  A 

Charles  Allmon  Trust 

— * 

2.2 

6.0 

122 

91/2 

-8.5 

-5.8 

1.39 

D 

C 

Baker,  Fentress  &  Co 

7.5 

2.3 

3.1 

487 

16% 

-16.4 

-16.4 

0.86 

B 

A  + 

Bergstrom  Capital 

16.4 

5.2 

14.2 

110 

90 

-6.6 

4.3 

0.81 

■  D 

■  D 

Blue  Chip  Value 

— * 

-0.3 

9.3 

81 

6% 

-11.1 

-0.8 

1.19 

A 

C 

Central  Securities 

11.1 

24.4 

15.0 

232 

17V4 

-8.1 

-7.9 

0.77 

Cohen  &  Steers  Realty  Income 

— * 

10.6 

10.8 

25 

9% 

9.7 

7.1 

1.64 

■  D 

■  B 

Counsellors  Tandem  Securities 

 _* 

19.2 

6.7 

70 

12% 

-17.3 

-14.7 

1.27 

Delaware  Group  Dividend  &  Inc 

 * 

2.7 

 * 

190 

13% 

2.8 

1.2 

0.90 

■A 

■  D 

First  Financial  Fund 

 * 

37.3 

23.4 

169 

I6V2 

4.4 

-6.1 

■C 

■  B 

Gabelli  Equity  Trust 

 * 

6.1 

7.2 

887 

11V4 

4.0 

4.0 

1.25 

B 

C 

General  American  Investors 

11.0 

-1.1 

13.0 

506 

20% 

-12.0 

-7.2 

1.16 

■  B 

■  B 

H&Q  Healthcare  Investors 

— * 

-3.7 

17.4 

90 

I51/z 

-4.2 

-2.3 

1.74 

H&Q  Life  Sciences  Investors 

— * 

14.7 

 * 

70 

10 

-5.2 

-3.5 

1.76 

Inefficient-Market  Fund 

— * 

4.3 

 * 

52 

9% 

-20.1 

-15.9 

1.22 

■  C 

■  C 

Liberty  All-Star  Equity 

 * 

1.3 

12.0 

669 

10 

0.9 

4.6 

1.08 

■  B 

■  F 

Morgan  Grenfell  SmallCap 

 * 

-1.2 

8.3 

62 

9% 

-15.6 

-9.8 

1.46 

Patriot  Preferred  Dividend 

-5.9 

_* 

141 

12 

-0.9 

2.9 

1.24 

Patriot  Premium  Dividend  Fund  1 

* 

17.2 

8.2 

186 

81/2 

3.3 

0.3 

1.27 

Patriot  Premium  Dividend  Fund  II 

17.8 

 * 

249 

IOVb 

-1.3 

-5.5 

1.25 

Patriot  Select  Dividend  Trust 

15.1 

200 

13% 

-1.1 

0.7 

1.30 

F 

A 

Petroleum  &  Resources  Corp 

9.4 

-0.1 

8.7 

353 

29Vb 

-2.7 

-5.2 

0.50 

■  A 

■  C 

Pilgrim  Regional  Bankshares 

 * 

8.2 

13.8 

170 

11 

-11.4 

-5.9 

0.91 

Preferred  Income  Management 

2.7 

 * 

204 

12% 

-4.1 

-1.7 

1.80 

Preferred  Income  Opportunity 

2.2 

202 

11% 

-3.0 

-1.0 

1.68 

Quest  for  Value  Dual-Capital1 

4.5 

 * 

697 

36 

-8.7 

-6.4 

0.72 

Quest  for  Value  Dual-Income 

■  B 

■  C 

Royce  Value  Trust 

 * 

6.7 

11.3 

256 

12% 

-4.1 

-4.7 

1.33 

D 

C 

Salomon  Brothers  Fund 

9.7 

2.0 

8.3 

1,096 

12% 

-11.4 

-12.2 

0.41 

D 

A 

Source  Capital  Fund 

12.0 

1.3 

8.1 

330 

41% 

4.2 

8.4 

0.95 

Southeastern  Thrift  &  Bank 

 * 

26.6 

 * 

42 

221/2 

1.4 

-6.6 

1.46 

D 

B 

Tri-Continental  Corp 

11.1 

0.5 

9.4 

2,063 

22% 

-15.9 

-13.1 

0.66 

Vanguard  Gemini  II  Capital1 

 * 

10.0 

10.3 

342 

31% 

-2.1 

-2.8 

0.60 

Vanguard  Gemini  II  Income 

■  D 

■  A 

Zweig  Fund 

0.6 

9.5 

494 

11% 

12.2 

16.4 

1.23 

Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.    *Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period.    'Dual  fund.  Performance, 
sset  and  expense  data  on  capital  and  income  shares  treated  as  a  unit. 
ources:  Forbes;  Lipper  Analytical  Services. 
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Balanced  funds 


Balanced  Rinds  either  mix  stocks  and  bonds, 
make  asset  allocation  switches  between  stocks 
and  bonds,  or  own  convertible  bonds,  which  are 
hybrid  securities  combining  the  features  of 


stocks  and  bonds.  We  measure  this  group 
against  an  equally  weighted  mix  of  the  S&P  500 
index  and  the  Merrill  Lynch  corporate/govern- 
ment bond  index. 


Performance 

Fund 

—Annualized  total  return— 

Assets 

Recent 

Premium/discount  (-) 

Annual 

UP 

DOWN 

11/80 

lact  1  0 

Idbl    1  £. 

5-year 

6/30/94 

price 

recent 

52-week 

expenses 

markets— 

to  6/94 

months 

1 1  1  \J  1  III  lo 

($mil) 

average 

per  $  IOC 

Blended  stock  and  bond  markets  index 

12.7% 

9.6% 

Forbes  closed-end  balanced  composite 

11.5% 

9.4% 

$0.95 

D 

B 

American  Capital  Convertible  Sees 

12.4% 

-2.1% 

6.7% 

$73 

19% 

-12.7% 

-10.5% 

$0.87 

D 

D 

Bancroft  Convertible  Fund 

10.3 

2.6 

9.5 

63 

221/4 

-2.8 

-7.6 

1.20 

BlackRock  2001  Term  Trust 

 * 

-6.2 

 * 

1,182 

7% 

4.8 

-2.5 

0.65 

D 

A 

Castle  Convertible  Fund 

11.7 

-0.2 

11.2 

56 

22% 

-11.7 

-7.3 

1.05 

Convertible  Holdings-Capital1 

 * 

0.5 

9.8 

251 

20 

-6.3 

-6.6 

0.80 

Convertible  Holdings-Income 

Duff  &  Phelps  Utilities  Income 

-18.9 

7.1 

1,927 

m 

9.5 

6.3 

1.14 

Ellsworth  Convertible  Growth  &  Income 

* 

1.4 

9.2 

60 

8% 

-10.4 

-9.6 

1.20 

Lincoln  National  Convertible  Sees 

 * 

-0.3 

13.2 

109 

16% 

-6.1 

-2.4 

1.02 

Putnam  Dividend  Income 

 * 

-1.5 

 * 

117 

10 

-8.7 

-5.8 

1.51 

TCW  Convertible  Securities 

 * 

2.6 

10.1 

246 

m 

12.9 

10.8 

0.80 

Zweig  Total  Return 

 * 

1.4 

7.9 

607 

m 

2.2 

12.3 

1.11 

International  funds 


This  grouping  includes  funds  that  invest  exclu- 
sively abroad  (foreign  funds)  and  those  that  mix 
U.S.  and  foreign  stocks  (global  funds),  but  it 
excludes  single -country  funds.  Funds  are  grad- 


ed against  their  foreign  and  global  peers  among 
open-end  funds,  covered  in  our  Aug.  29  issue. 
To  be  graded,  an  international  fund  must  date 
back  to  August  1987. 


Performance 

Fund 

—Annualized  total  return- 

Assets 

Recent 

Premium/discount  (-) 

Annua 

UP  DOWN 

3/84 

last  12 

5-year 

6/30/94 

price 

recent 

52-week 

expense 

—markets— 

to  6/94 

months 

($mil) 

average 

per$lC 

Morgan  Stanley  Capital  Intl  EAFE  index^ 

16.4% 

17.0% 

5.0 

%' 

Blended  domestic  and  foreign  stock  index 

15.9% 

9.2% 

8.1 

% 

Forbes  closed-end  intl  stock  composite 

19.5% 

16.5 

% 

$1,711 

Alliance  Global  Environmentt 

 * 

4.3% 

* 

$77 

9% 

-16.4% 

-14.3% 

$1.72 

■  A  iA 

Asia  Pacific  Fund 

 * 

47.7 

22.5% 

202 

l81/2 

18.0 

13.4 

1.72 

■  B  iC 

Clemente  Global  Growth! 

 * 

21.2 

8.8 

70 

im 

-16.6 

-12.9 

1.65 

Emerging  Markets  Telecommun 

 ★ 

29.8 

* 

165 

23% 

7.2 

5.7 

1.84 

Europe  Fund 

 * 

22.1 

* 

129 

12Va 

-10.3 

-3.5 

1.43 

Global  Health  Sciences! 

 * 

1.8 

232 

9% 

-15.7 

-11.7 

1.35 

GT  Greater  Europe 

 * 

22.3 

234 

14 

-9.5 

-7.4 

1.8? 

Latin  America  Dollar  Income 

-4.5 

77 

14 

6.7 

3.0 

1.8C 

Latin  America  Equity 

 * 

38.9 

* 

128 

26% 

6.4 

3.7 

2.0C 

Latin  America  Investment 

 * 

36.2 

* 

133 

27% 

-1.5 

1.3 

2.0 

Latin  American  Discovery 

 * 

32.2 

* 

161- 

24% 

0.1 

-2.6 

2.2: 

Patriot  Global  Dividend! 

-10.4 

* 

160 

11% 

-5.5 

0.4 

1.21 

■  A  bA 

Scudder  New  Asia 

 * 

28.2 

18.8 

189 

23V4 

-0.3 

4.6 

1.7 

Scudder  New  Europe 

16.2 

179 

10 

-13.9 

-6.6 

1.6 

■  A  iA 

Templeton  Emerging  Markets! 

 * 

25.7 

32.5 

313 

25% 

17.9 

19.9 

1.7 

Templeton  Global  Utilities! 

6.8 

44 

14% 

-0.6 

7.0 

0.9 

■  C  »D 

Worldwide  Value  Fund! 

 * 

12.2 

t0.2 

52 

15% 

-15.9 

-12.3 

2.0 

■  Fund  rated  for  two  periods  only;  maximum  allowable  grade  A. 

*Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period. 

tGlobal  fund. 

1Dual  fund.  Performance,  asset  and  expense  data  on  capital  and  income  shares  treated  as  a  unit. 

Sources:  Forbes;  Upper  Analytical  Services. 
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Country  funds 


\  closed-end  in  this  group  invests  the  majority 
:>f  its  portfolio  in  a  single  country.  For  many 
:ountries,  there  are  no  open-end  counterparts, 
;o  if  you  really  want  to  be  in  a  particular  country 
rou  may  have  to  put  up  with  a  fairly  hefty 
expense  ratio  and/or  a  meager  discount  from 


net  asset  value.  If  you  want  a  diversified  foreign 
portfolio,  assemble  a  collection  of  country  funds 
trading  at  10%  to  20%  discounts;  if  you  can't  get 
such  bargains  you  are  probably  better  off  in  a 
diversified,  international  no-load  mutual  fund 
(Forbes,  Aug.  29). 


\ 

Performance 

Fund 

—Annualized  total  return— 

Assets 

Recent 

Premium/discount  (-) 

Annual 

UP  DOWN 

3/84 

last  12  5-year 

6/30/94 

price 

recent 

52-week 

expenses 

—markets— 

to  6/94  months 

($mil) 

average 

per  $100 

Morgan  Stanley  Capital  Intl  EAFE  index 

16.4% 

17.0°/ 

5.0% 

Forbes  closed-end  foreign  stock  composite 

18.6% 

25.2°/< 

11.0% 

$1.72 

Argentina  Fund 

* 

36.8% 

_* 

$127 

14% 

1.4% 

5.9% 

$1.96 

C  D 

ASA  Limited 

2.7% 

5.5 

4.1% 

488 

46% 

-16.9 

-3.8 

0.23 

Austria  Fund 

 * 

33.1 

 * 

88 

10V4 

-6.3 

-2.6 

1.91 

Brazil  Fund 

 * 

32.0 

12.7 

282 

31% 

7.8 

-1.9 

1.84 

Brazilian  Equity  Fund 

 * 

22.4 

— * 

77 

241/s 

11.5 

4.1 

2.05 

Chile  Fund 

51.2 

320 

44% 

-5.3 

1  c 
lb 

1  "70 

Ml 

China  Fund 

 * 

4.0 

 * 

153 

18% 

18.2 

11.5 

2.50 

Emerging  Germany  Fund 

 * 

22.1 

 * 

133 

81/4 

-15.8 

-12.1 

1.46 

Emerging  Mexico  Fund 

 * 

26.8 

 * 

158 

20% 

2.6 

-0.9 

1.56 

■  C  iC 

First  Australia  Fund 

— * 

36.0 

9.7 

173 

10% 

-8.9 

-4.5 

1.49 

First  Iberian  Fund 

— * 

14.9 

1.6 

56 

8 

-13.1 

-9.9 

2.19 

First  Israel  Fund 

-28.7 

* 

50 

14% 

16.8 

5.0 

2.41 

First  Philippine  Fund 

 * 

60.4 

'  — *• 

208 

20% 

-19.9 

-17.6 

1.70 

France  Growth  Fund 

 * 

8.6 

_* 

177 

10% 

-13.0 

-6.9 

1.71 

Future  Germany  Fund 

 * 

27.3 

 * 

213 

15% 

-16.0 

-11.8 

1.19 

■  C  mC 

Germany  Fund1 

— * 

27.9 

9.6 

175 

12 

-13.5 

-2.6 

1.36 

Greater  China  Fund 

— * 

10.3 

— * 

131 

18% 

4.9 

4.6 

2.22 

Growth  Fund  of  Spain 

 * 

25.0 

- — 

209 

10% 

-14.9 

-12.5 

1.22 

India  Growth  Fund 

 * 

86.2 

16.6 

153 

25 

6.8 

12.0 

2.56 

4 

Indonesia  Fund 

 * 

12.2 

 * 

48 

13% 

28.3 

21.5 

1.98 

«j 

Irish  Investment  Fund 

 * 

10.9 

 * 

49 

9% 

-11.4 

-10.7 

1.03 

■  D  iD 

Italy  Fund 

— * 

18.9 

4.0 

101 

9% 

-2.7 

6.3 

1.69 

Jakarta  Growth  Fund 

11.3 

43 

9% 

7.7 

8.5 

1.88 

Japan  Equity  Fund 

17.5 

126 

16% 

7.2 

2.6 

1.12 

Japan  OTC  Equity 

 * 

28.1 

 * 

138 

12% 

3.5 

12.4 

1.55 

Jardine  Fleming  China  Region 

 * 

1.7 

 * 

125 

16 

9.1 

6.8 

2.17 

■  A  aD 

Korea  Fund1 

63.8 

8.1 

550 

23% 

19.1 

23.7 

1.42 

Korean  Investment  Fund 

 * 

28.0 

57 

13% 

3.5 

12.2 

2.29 

■  A  iA 

Malaysia  Fund 

 * 

32.3 

19.7 

201 

23% 

0.5 

3.6 

1.60 

Mexico  Equity  &  Income 

 * 

34.2 

* 

166 

22% 

8.1 

4.4 

1.54 

A+       A  + 

Mexico  Fund1 

34.5 

29.2 

32.6 

1,104 

33% 

-0.4 

-4.1 

0.95 

New  Germany  Fund 

30.0 

466 

12% 

-18.0 

-13.5 

1.07 

Portugal  Fund 

 * 

34.4 

 * 

72 

15% 

1.8 

-4.7 

1.97 

ROC  Taiwan  Fund 

 * 

24.2 

 * 

298 

12% 

-3.4 

1.4 

2.18 

Singapore  Fund 

 * 

29.3 

 * 

107 

18% 

9.2 

7.1 

1.94 

Spain  Fund 

16.5 

-0.1 

99 

10% 

1.4 

-1.4 

2.24 

■  D  «A 

Swiss  Helvetia  Fund 

25.3 

13.7 

185 

20% 

-1.5 

-2.5 

1.50 

■  B  aC 

Taiwan  Fund1 

31.8 

1.8 

284 

30% 

0.8 

12.2 

2.33 

Thai  Capital  Fund 

 * 

51.1 

111 

18% 

-7.1 

-4.1 

2.15 

Thai  Fund 

 * 

57.2 

25.0 

308 

31% 

-7.6 

-5.2 

1.22 

Turkish  Investment  Fund 

* 

-42.8 

33 

7% 

31.8 

30.6 

1.81 

■  D  IB 

United  Kingdom  Fund 

11.4 

5.8 

49 

11V4 

-14.1 

-8.0 

1.50 

Fund  rated  for  two  periods  only;  maximum  allowable  grade  A. 

*Fund  not  In  operation  or  did  not  meet  asset  minimum  for  full  period. 

'Fund  performance 

djusted  for  secondary  offering.  Sources:  Forbes;  Lipper  Analytical  Services. 
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ULUbtU-tNU  rUNU  bUHUtl 

Taxable  bond  funds 


This  year's  bear  market  has  delivered  a  double  whammy  to  closed-end  bond  funds  can  be  considered  bargains.  W< 
closed-end  bond  funds:  Net  asset  values  fell  and  share  don't  even  list  a  fund  here  unless  it's  trading  at  a  discoun 
prices  fell  to  deeper  discounts  from  the  nav.  Still,  few    equal  to  at  least  ten  times  its  expense  ratio. 


Performance 

Fund                                           Annualized  total  return  Yield 

Assets 

Recent 

Premium/discount  (-)  Annual 

UP 

DOWN 

6/89 

last  12  % 

6/30/94 

price 

recent 

52-week  expenses 

—markets— 

to  6/94 

months 

($mil) 

average     per  $100 

Merrill  Lynch  corporate/govt  bond  index 

8.5% 

-1.194 

7.3°/< 

Forbes  closed-end  taxable  bond  composite 

8.7% 

-1.8°/< 

8.P/c 

$ 

39 

Ail-American  Term  Trust 

 * 

-0.7% 

9.0% 

$191 

l21/4 

-10.8% 

-4.9% 

$1.04 

American  Adj  Rate  Term-1995 

 * 

-0.8 

4.6 

102 

8% 

-3.4 

0.3 

0.28 

A  mar  i/- -i n  A  A  i  D^tn  Term    1  QQ  / 

Mmerican  huj  Kale  icrrn— ijj/ 

 * 

9  1 

D.J 

44/ 

0/4 

— O.D 

—L.d 

0.60 

American  Adj  Rate  Term-1998 

 * 

-2.5 

6.5 

505 

W* 

-6.8 

-3.5 

0.59 

American  Adj  Rate  Term-1999 

 * 

-2.9 

6.7 

299 

8Vb 

-7.1 

-3.2 

0.59 

B 

D 

American  Capital  Bond 

7.8% 

-3.8 

8.1 

217 

17% 

-8.7 

-4.7 

U.o/ 

BlackRock  Investment  Quality  Term 

 * 

-5.8 

9.0 

315 

7% 

-10.3 

-5.5 

0.92 

BlackRock  Strategic  Term 

 * 

-6.2 

9.3 

486 

7% 

-10.7 

-1.6 

0.93 

A 

D 

BlackRock  Target  Term  Trust 

9.2 

-6.3 

8.2 

894 

8% 

-7.4 

-4.8 

0.73 

C 

A  + 

CS  First  Boston  Income1 

10.4 

4.2 

10.2 

203 

V/2 

-10.1 

-4.2 

0.88 

D 

A 

Dean  Witter  Government  Income 

7.2 

1  9 

8.6 

499 

73/. 
/74 

-11.4 

-7.9 

0.70 

A 

D 

Fort  Dearborn  Income  Securities 

8.8 

-2.1 

7.5 

136 

14% 

-8.9 

-4.5 

0.74 

Hyperion  1997  Term  Trust 

 * 

-3.8 

7.7 

492 

V/2 

-7.5 

-0.6 

0.74 

Hyperion  2002  Term  Trust 

 * 

-4.0 

8.8 

288 

7 

-12.2 

4.6 

0.80 

Hyperion  2005  Invest  Grade  Oppor 

 * 

-0.2 

8.7 

188 

m 

-13.4 

-6.3 

0.99 

Hyperion  Total  Return 

 * 

1.4 

10.8 

245 

8% 

-12.5 

0.1 

1.08 

C 

C 

Kemper  Intermediate  Government 

7.0 

-1.2 

8.8 

275 

7'/4 

-9.6 

-4.9 

0.92 

D 

A  + 

Kemper  Multi-Market  Income 

11.4 

3.5 

9.6 

211 

9% 

-11.1 

-3.5 

0.97 

B 

D 

MFS  Intermediate  Income  Trust 

7.5 

-1.6 

6.6 

1,426 

61/2 

-13.4 

-10.1 

0.95 

B 

B 

MFS  Multimarket  Income  Trust 

8.8 

-1.2 

7.2 

836 

-13.2 

-8.0 

1.03 

B 

C 

Putnam  Intermediate  Govt  Income 

8.3 

-2.7 

6.9 

539 

m 

-10.7 

-8.5 

0.89 

B 

B 

Putnam  Premier  Income  Trust 

9.2 

1.3 

8.7 

1,166 

V/2 

-9.0 

-7.1 

0.80 

2002  Target  Term  Trust 

 * 

-2.9 

7.9 

143 

11% 

-14.0 

-6.2 

0.88 

Global  bond  fin 

Global  bond  funds  bear  two  types  of  risk — interest  rate  risk 

tic 

rates 

Is 

are  falling,  you  can 

make 

good  money  from  the; 

and,  u 

nless  they  hedge  their  foreign  exchange  positions, 

funds.  But  that  isn't  what  has  happened  lately,  as  you  ca 

currency  risk.  When  the  dollar  is  weak  or  foreign  interest 

see  from  the  column  for  12  months'  return. 

Performance 

Fund                                           Annualized  total  return  Yield 

Assets 

Recent 

Premium/discount  (-)  Annual 

UP 

DOWN 

6/89 

last  12  % 

6/30/94 

price 

recent 

52-week  expense 

—markets— 

to  6/94 

months 

($mil) 

average     per  $10 

JP  Morgan  government  bond  index 

9.8% 

13.0°/< 

Forbes  closed-end  global  bond  composite 

9.5% 

-1.8°/< 

9.6°/c 

$ 

ACM  Managed  Multi-Market  Trust 

-1.1% 

8.8% 

$88 

8 

-9.5% 

-7.1% 

$1.42 

Alliance  World  Dollar  Government 

-10.1 

16.0 

94 

13% 

20.1 

10.0 

1.38 

BlackRock  North  American  Govt  Income 

* 

-12.8 

11.2 

357 

10% 

4.2 

-0.5 

1.02 

Emerging  Markets  Income 

 * 

0.4 

10.4 

50 

15 

-4.8 

1.6 

1.80 

Emerging  Markets  Income  Fund  II 

* 

-7.1 

12.8 

251 

12% 

5.2 

5.5 

1.37 

B 

A 

First  Australia  Prime  Income 

13.5% 

6.5 

10.6 

1,112 

lOVz 

10.9 

6.4 

1.33 

B 

D 

Global  Government  Plus 

8.0 

-0.3 

6.5 

322 

6 

-14.5 

-9.8 

1.07 

C 

B 

Global  Income  Plus 

10.1 

1.0 

9.0 

233 

8 

-9.3 

-3.5 

1.12 

D 

B 

Global  Yield  Fund 

7.5 

-1.1 

6.9 

517 

6% 

-14.3 

-8.7 

1.02 

C 

A 

Kleinwort  Benson  Australian  Income 

11.7 

7.3 

7.7 

73 

91/4 

-10.5 

-9.2 

1.43 

Strategic  Global  Income 

-1.4 

8.7 

283 

11% 

-10.5 

-7.0 

1.22 

C 

C 

Templeton  Global  Governments  Income 

7.3 

-3.3 

8.5 

171 

6% 

-10.1 

-3.4 

1.05 

C 

B 

Templeton  Global  Income2 

8.1 

-1.5 

7.7 

938 

6% 

-14.9 

-8.4 

0.77 

*Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period 

Formerly  First  Boston  Income.    2Fund  performance  adjusted  for  secondary  offering. 

Sources:  Forbes;  Upper  Analytical  Services. 
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YOU  COULD  HAVE  GONE  OUT 
ON  THE  TOWN  A  LOT  MORE  OFTEN 
WITH  THE  MONEY  YOU  PUT  INTO 

the  INVESCO  European  Fund. 

But  you  had  another 
town  in  mind. 


I 


As  Europe  continues  to  rapidly 
evolve.  there  are  opportunities 
emerging  for  sophisticated  investors, 
but  the  changes  ar£  happening  so 
quickly  that  you  need  to  be  there 
to  take  advantage  of  them.  that's 
why  the  invesco  european  fund 
is  managed  directly  from  europe 
by  a  team  of  regional  experts.  each 
member  of  the  team  is  responsible 
for  researching  and  analyzing 
the  markets  of  a  specific  country. 

of  course.  international 
investing  is  not  risk-free.  foreign 
markets  and  currencies  fluctuate 
and  investors  may  see  sudden 
variations  in  price  per  share.  but 
invesco's  unique  team  management 
approach  and  world-wide  expertise 
could  give  you  the  opportunity 
to  grow  your  capital  over  the 
long-term. 

While  past  performance  is 
no  guarantee  of  future  results, 
the  invesco  european  fund  was 
recommended  by  nine  investment 
newsletters,  according  to  the 
June  1994  issue  of  the  Hulbert 
Financial  Digest.' 

So  call  today  for  a  prospectus 
on  this  fund.2  It  could  be  a  passport 
to  reaching  your  financial  goals. 
INVESCO.  Just  one  of  the  smart 
choices  youve  made.™ 


INVESCO  EUROPEAN  FUND 

Annualized  return  through  June  30,  1 994 

One  year  

 13.43% 

Three  Year  

7.85% 

Five  Year  

6.55% 

Since  inception 

 7.01% 

(6/86) 

INVESCO  FUNDS 

800-320-4525 
EXT.  329 


rt  Financial  Digest  is  a  highly  ricarded  business  publication  which  provides  objective  performance  data  on  a  wide  variety  of  investmfnt  strategies  However,  the  listing  does  not  constitute  a  buy 
;  Hulbert  Financial  Digest 

i  prospectus.  You'll  receive  more  complete  information  on  this  fund,  including  management  fees  and  expenses.  Read  the  prospectus  carefully  before  you  invest  or  send  money 
i  assumes  reinvestment  of  dividend  and  capital  gain  distributions.  Investment  return  and  principal  value  will  fluctuate  so  that,  when  redeemed,  an  investor's  shares  may  be  worth  more  or  less 
driginal  cost  INVESCO  Funds  Group.  Inc  .  Distributor. 


ULUStU  tNU  tUNU  bUKUtY 


Junk  bond  funds 


Junk  funds  buy,  for  the  most  part,  corporate  debt  rated 
BB+  or  below  by  Standard  &  Poor's  and  Bal  or  under  by 
Moody's.  Note:  Several  junk  funds  trade  at  a  premium  to 


net  asset  value.  Our  advice?  Avoid  them.  You  are  better  oj| 
in  a  no-load  open-end  junk  fund.  A  fund  must  have  a  yea) 
of  history  and  $100  million  in  assets  to  be  rated. 


Performance 
UP  DOWN 
—markets- 


Fund 


Merrill  Lynch  high  yield  index 

Forbes  closed-end  junk  bond  composite 


Cigna  High  Income  Shares 
Franklin  Universal  Trust 
High  Income  Advantage  Trust 
High  Income  Advantage  Trust  II 
Kemper  High  Income  Trust 
Prospect  Street  High  Income  Port 


Annualized  total  return 
10/84      last  12 
to  6/94  months 


5.1% 
-2.2 
7.5 
8.9 
4.8 
9.7 


Yield 

% 


14.4% 
9.9 
11.7 
10.9 
10.4 
13.0 


Assets 
6/30/94 
($mil) 


$183 
230 
172 
230 
197 
137 


Recent    Premium/discount  (-)  Annual 
price        recent  52-week  expenses 
average     per  $  IOC 


7% 
8 

5% 

m 

3% 


6.6%  12.3% 


-6.8 
6.8 

-1.7 
6.4 

-2.3 


-5.0 
2.3 

-1.2 
5.8 
2.5 


$1.21 
2.20 
0.95 
0.94 
1.82 
1.31 


Municipal  bond  funds 


As  with  taxable  bond  funds,  to  get  on  our  list  a  municipal 
bond  closed-end  has  to  trade  at  a  discount  of  at  least  ten 
times  its  annual  expenses.  At  smaller  discounts,  closed-end 


muni  hinds  (there  are  scads  of  them)  are  a  waste  of  yoi 
time.  To  be  included  here,  a  hind  also  has  to  have  at  lea 
one  year  of  performance  history  and  $  1 00  million  in  asset 


Performance 
UP  DOWN 
—markets- 


Fund 


Annualized  total  return  Yield 
6/89       last  12  % 
to  6/94  months 


D 

A+ 


Lehman  Brothers  municipal  bond  index 
Forbes  closed-end  municipal  bond  composite 


American  Municipal  Term  Trust 
American  Municipal  Term  Trust  II 
InterCapital  Quality  Muni  Income 
Municipal  Income  Fund 
MuniEnhanced  Fund 
MuniVest  California  Insured 

MuniVest  Fund  II 
MuniVest  Michigan  Insured 
MuniVest  New  Jersey 
MuniYield  California  Fund 
MuniYield  California  Insured 
MuniYield  California  Insured  II 

MuniYield  Florida  Fund 
MuniYield  Fund 
MuniYield  Insured  Fund 
MuniYield  Insured  Fund  II 
MuniYield  Pennsylvania  Fund 
MuniYield  Quality  Fund 

MuniYield  Quality  Fund  II 
Nuveen  NJ  Premium  Income  Muni 
Nuveen  Premium  Income  Muni  2 
Nuveen  Premium  Income  Muni  3 
Nuveen  Premium  Income  Muni  4 
Nuveen  Premium  Income  Muni  5 


6.6% 
8.6 


1.5% 

0.9 
-2.0 

0.3 
-2.9 
-7.6 

-2.6 
-6.1 
-5.4 
-1.0 
-4.1 
-3.5 

-2.2 
-1.1 
-1.8 
-2.7 
-1.4 
-2.3 

-2.0 
-2.5 
-2.4 
-0.1 
-4.3 
-7.5 


5.9% 

5.8 

7.2 

6.7 

7.1 

6.8 

6.6 
7.0 
6.9 
6.8 
6.6 
6.4 

6.6 
7.3 
6.8 
6.8 
6.5 
7.1 

7.0 
5.8 
6.7 
6.3 
6.5 
6.3 


Assets 
6/30/94 
($mil) 


$127 
116 
834 
330 
484 
115 

401 
144 
108 
367 
323 
270 

169 
803 
981 

355 
123 
623 

459 
114 
862 
157 
391 
173 


Recent 
price 


10% 

10 

13 

m 

10% 

n% 

n% 
n% 
n% 

13% 
12% 
13V4 

13% 
13% 
13% 
13% 
I31/e 
12% 

12% 
l21/< 
12% 
12% 
11V2 
11% 


Premium/discount  (-)  Annual 
recent  52-week  expense 
average     per  $10' 


-6.7% 
-6.9 
-10.2 
-9.5 

-7.3 
-10.9 

-13.1 

-8.9 
-10.9 

-7.5 

-9.1 

-8.0 

-8.4 

-8.6 

-9.3 

-9.2 
-10.0 
-10.1 

-10.0 

-9.4 

-8.5 
-10.0 
-10.6 

-8.9 


-5.1% 

-5.2 

-5.1 

-3.4 

-2.4 

-42 

-5.9 
1.2 
-3.9 
-6.2 

-3.7 
-5.5 

-3.2 
-3.6 
-5.0 
-5.1 
-1.7 
-5.7 

-6.1 
-2.0 
-5.3 
-5.5 
-4.2 
-4.3 


0.78 
0.65 
0.64 
0.54 
0.791 
0.64 

0.681 
0.91! 
0.76 
0.79 
0.82 
0 


'Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period.   Sources:  Forbes;  Upper  Analytical  Services. 
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EACH 
CHAPTER 

OF  A  GREAT  WORK 

MIGHT  TELL 

ITS  OWN  TALE, 

BUT  ITS  TRUE 
GREATNESS 

LIES  IN 

its  TOTALITY. 

<£>  = 

THE  WHOLE  IS  greater  than  the  sum  of  its  parts.  This  is  a  maxim  by  which  Putnam 
Investments  defines  itself.  And  it  is  why  we  have  developed  expertise  in  managing 
assets  totaling  over  $90  billion  for  both  mutual  fund  and  ijtstitutional  clients  across  a 
comprehensive  range  of  asset  categories:  equities  and  fixed  income,  global  and  dpmestic, 
fundamental  and  quantitative,  aggressive  and  conservative.  In  fact,  we  have  structured 
ourselves  to  encourage  open  sharing  of  expertise  among  all  of  our  140  investment  pro- 
fessionals. Because  in  a  world  where  everything  can  affect  anything,  our  ability  to  do 
each  thing  well  enhances  our  ability  to  do  all  things  better.  No  matter  how  well  the 
individual  chapters  may  read,  the  full  volume  tells  the  whole  story. 

A  TIME  -  HONORED  TRADITION  IN  MONEY  MANAGEMENT 

PUTNAM 

INVESTMENTS 

® 


BOSTON • LONDON-TOKYO 


At  Schwab,  You  Get  The 
No-Load  Mutual  Funds  You  Wvnt, 


JKSBss, 


INVESCO 
Twentieth  Century 
Janus  Funds 
Neuberger  &  Berman 
Strong 


12,673.25 
12,926.16 
14.537.30 
14,465.15 
16,878.15 


The  Information  You  Need 


IntatMHt 

FUN  jC* 


Charles  Schwab 


Mutual  Funds 
Performance 

Guide 


And  The  Convenience  Of 
A  Single  Statement. 


mation  like  the  Mutual  Funds  Performance 
Guide®  Mutual  Fund  Select  List"1  and 
Morningstar  Reports. 

Now  that  you  know  about  our  Mutual  Fund 
OneSource  service,  there's  no  reason  to  go  any- 
where else  but  Schwab.  For  more  information, 
stop  by  one  of  our  200  local  offices  or  call  us 

today  at  1-800-2  NO-LOAD  ext.  95A. 

Charles  Schwab 

Helping  Investors  Help  Themselves® 

We  will  provide  you  with  a  jree  prospectus  containing  more  complete  information  including  charges  and  expenses  for  any  fund  available  through  Schwab.  Please 
review  the  prospectus  carefully  before  investing.  Some  funds  from  Berger  and  Kaufmann  are  also  available  without  transaction  fees,  but  are  not  no-load  funds. 
Mutual  funds  have  management  fees.  Schwab  reserves  the  right  to  change  the  funds  available  with  no  transaction  fees  (NTF)  and  reinstate  the  fees  on  any 
funds.  NTF  shares  purchased  may  always  be  sold  without  transaction  fees.  However,  if  you  paid  a  fee  to  purchase  a  fund,  you  will  be  charged  Schwab's 
normal  transaction  fee  to  sell  it  as  well.  If  you  make  5  or  more  short-term  redemptions  of  NTF  funds  (shares  held  6  months  or  less)  in  a  calendar  year, 
you  will  be  charged  fees  on  all  of  your  future  mutual  fund  trades.  ©1994  Charles  Schwab  &r  Co,  Inc.  Member  S1PC/NYSE.  _ 


Schwabs  Mutual  Fund  OneSource™  service 
just  may  be  the  best  thing  that's  ever  happened 
for  mutual  fund  investors.  Now,  with  just  one 
phone  call,  you  can  choose  from  over  250  well- 
known  mutual  funds  and  pay  no  loads  and  no 
transaction  fees. 

What's  more,  no  matter  how  many  funds  you 
own,  you  can  hold  them  all  in  one  account  and 
receive  one  easy-to-understand  statement. 

And,  to  help  you  select,  compare  and  track 
your  investments,  Schwab  offers  objective  infor- 


MONEY  &  INVESTMENTS 


Don't  look  for  a  sudden  upturn  in  the  bond  market. 
But  the  worst  is  over:  It's  time 
o  start  lengthening  maturities. 

4  flattening 
field  curve 


Y  BEN  WEBERMAN 


n  Weberman  is  a  columnist  for 

;rbes  magazine. 

>search:  Stephen  S.  Johnson. 


YEAR  AND  A  HALF  ago,  when  it  was 
dely  accepted  that  inflation  was 
ad  and  the  bond  market  rally  would 
ntinue,  I  went  out  on  a  limb.  "The 
ig  bull  market  in  bonds  is  about  to 
d,"  I  wrote  in  this  column  in  the 
ue  of  Apr.  26,  1993.  I  advised 
iders  to  shrink  maturities  down  to 
ree  to  five  years. 

This  advice  looked  bad  for  a  time. 
>ng  bonds  continued  strong  for  an- 
rier  six  months.  I  repeated  my  go- 
ort  advice  in  the  Oct.  18  column. 
f  timing  was  much  better.  After 
irs  of  drifting  steadily  downward, 
erest  rates  turned  the  corner  and 
aded  back  up.  Bond  prices  col- 
sed.  From  a  high  of  1 107/s  in  Janu- 
[,  the  Treasury  7Vss  of 2023  crashed 
a  recent  low  of  92  V2. 
Mow,  with  bearishness  pervasive  in 
:  Treasury  market,  I  am  going  to  go 
t  on  a  limb  again.  The  market 
rection  has  almost  run  its  course, 
worst,  long  bond  yields  will  touch 
There  is  little  risk  left  on  the 
tvnside.  Now  is  the  time  to  start 
gthening  the  average  maturity  of 
ir  bond  portfolio, 
am  not,  mind  you,  predicting  a 
den  runup  in  bond  prices.  That's 


not  likely  for  a  while.  But  yields  are 
higher  than  they  should  be,  given  the 
modest  level  of  inflation.  Sometime  in 
the  next  12  months  the  market  will 
realize  this,  and  there  could  be  a 
buying  frenzy,  a  mirror  image  of  the 
selling  panic  that  took  place  in  Febru- 
ary, March  and  April  of  this  year. 
Don't  wait  until  then.  Better  to  suffer 
with  a  little  more  price  erosion  than 
miss  a  sizable  rise  in  bond  prices. 

I  am  not  predicting  that  the  Federal 
Reserve  will  bring  interest  rates  down. 
Short-term  rates,  which  were  3%  at 
the  low  point  in  early  1994  and  are 
now  4.75%,  may  continue  to  be 
pushed  higher  by  the  Federal  Reserve 
Board.  (The  Fed's  latest  rate  hike 
came  on  Aug.  16.)  By  next  year, 
probably  by  midyear,  the  funds  rate 
and  the  three -month  bill  could  pay 
about  5.25%.  But  I  expect  the  yield 
curve  to  flatten.  That  is,  long  rates  will 
trend  down  even  while  short  rates 
trend  up. 

What  should  you  do  now?  It  de- 
pends on  your  investment  horizon.  If 
you  are  going  to  be  spending  your 
savings  a  long  time  from  now,  you 
should  reach  out  on  the  maturity 
curve  to  ten  years.  That  will  get  you  a 
yield  of  7.3%,  not  much  less  than  the 
30-year  bond  return  of  7.65%.  The 
intermediate  maturity  will  give  you 
some  flexibility,  increasing  your  yield 
if  the  long  Treasury  yield  rises  above 
8%  sometime  before  2004. 

If  you  are  going  to  be  spending  your 
savings  within  the  next  decade — say, 
for  college  or  a  house  purchase — make 
the  maturity  even  shorter.  Order  five- 
year  Treasurys,  now  yielding  6.95%. 
You  are,  to  be  sure,  taking  some  risk 
that  you  will  be  reinvesting  in  five  years 
at  a  disappointing  rate.  You  are  also 
reducing  the  risk  of  a  serious  price  drop 


between  now  and  then. 

It  is  tempting  to  buy  a  zero  coupon 
bond  due  in  ten  years  to  fund  a  college 
bill  or  whatever  due  in  ten  years.  You 
do  lock  in  your  reinvestment  yield, 
but  you  take  a  lot  of  interest  rate  risk 
to  do  so.  A  ten-year  zero  is  about  as 
volatile  as  a  2 5 -year  coupon  Treasury. 

Allan  Leslie,  chief  economist  at 
Discount  Corp.  of  New  York,  is  one 
of  the  most  astute  Fed  watchers 
around.  He  agrees  with  me  that  the 
yield  curve  will  flatten,  with  the  yield 
on  the  30-year  Treasury  hovering  in 
the  7lA%  to  7%%  range  until  the 
November  elections  and  then  maybe 
going  lower. 

The  hypersensitive  bond  market, 
attempting  to  anticipate  Fed  moves, 
reacts  to  every  monthly  statistic  on 
employment,  prices  and  trade.  In  the 
end  these  fluctuations  in  the  data 
don't  mean  much.  The  Fed's  decision 
about  how  much  to  crimp  reserves, 
says  Leslie,  is  based  on  what  it  sees 
ahead,  not  on  the  past.  What  Leslie 
sees  ahead:  a  small  uptick  in  inflation 
at  the  beginning  of  1995. 

Inflation  in  itself  is  bad  for  long 
bonds,  but  the  Fed's  determination 
to  choke  off  inflationary  pressures  is 
good.  It  suggests  that  any  inflationary 
blip  will  be  just  that — a  blip.  Indeed, 
the  last  Fed  move  to  raise  short-term 
interest  rates  pushed  yields  down 
briefly  at  the  long  end. 

Gerald  Thunelius,  manager  of 
Dreyfus'  U.S.  Treasury  funds,  is  also 
in  my  camp.  In  the  $150  million  100% 
Long-Term  Treasury  Fund,  Thune- 
lius has  stretched  the  average  maturity 
to  15  years  from  10  years  since  mid- 
July.  There  may  be  one  more  setback 
ahead,  he  says,  and  when  he  senses 
that  that  danger  is  past,  he  will  go  to 
20  years  or  longer.  Mi 
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Depressed  recently,  are  cyclical  stocks 
a  buy  with  the  improving  economy? 

Yes . . .  but 


BY  DAVID  DREMAN 


David  Dreman  is  chairman 
of  Dreman  Value  Management,  L.P., 
Investment  Counsel,  New  Jersey,  and  author 
of  The  New  Contrarian  Investment  Strategy. 


After  rising  sharply  up  to  late 
March,  deep  cyclicals — papers,  alumi- 
nums, chemicals  and  metals — have 
been  clobbered  in  recent  months. 
Conventional  Wall  Street  wisdom 
says  that  with  an  improving  economy 
the  cyclicals  are  the  place  to  be.  Are 
they  then  a  buy? 

Yes  .  .  .  but.  The  cyclical  play  today 
is  very  different  from  what  it  was  in  the 
Fifties,  Sixties  or  even  the  Seventies. 
Back  then,  in  an  economic  downturn 
the  heavy  cyclicals  would  have  one  or 
two  rough  years  followed  by  a  string 
of  good  ones.  Growing  demand  re- 
sulted in  peak  earnings  in  each  cycle 
topping  those  of  the  previous  one. 
Smart  investors  bought  these  compa- 
nies when  they  were  down  because 
they  were  really  buying  cyclical 
growth  stocks. 

Today  the  deep  cyclicals  no  longer 
report  a  couple  of  bad  years  followed 
by  a  string  of  good  ones.  Now  it's  a 
series  of  bad  years  followed  by  a  few 
good  ones.  The  table  below,  listing 
some  of  the  leading  cyclicals,  shows 
this  clearly.  Peak  earnings  of  all  nine 
companies  were  reached  in  1989  or 
earlier.  In  the  case  of  Asarco,  income 
peaked  in  1979,  fully  14  years  ago. 
Estimates  on  1994  and  1995  earnings 
five  and  six  years  past  the  previous 
peak  are  still  well  below  the  high- 
water  mark  of  the  Eighties. 

International  Paper  reported  earn- 
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ings  of  $5.48  a  share  in  1979,  which 
was  not  topped  again  until  1988, 
when  it  earned  $6.57  per  share.  This 
year  IP  is  estimated  to  earn  $3.15  per 
share,  and  $4.85  next  year. 

Why  are  the  earnings  no  longer 
growing  from  cycle  to  cycle?  In  large 
part  because  there  is  a  great  deal  of 
capacity  in  these  industries  that  is 
unnecded  except  at  the  peak  of  a 
cyclical  boom. 

Having  voiced  my  "but'1  I  hasten 
to  say  that  the  cyclical  group's  sharp 
decline  and  the  likelihood  that  earn- 
ings will  move  up  rapidly  with  an 
improving  economy  over  the  next 
several  years  make  the  near- term  look 
promising — promising  for  a  turn  but 
not  for  long-term  holding. 

I  would  place  a  larger  part  of  my 
portfolio  in  what  I  call  the  "new 
cyclicals,11  such  as  apparel,  technol- 
ogy, retailers,  computers,  conglomer- 
ates and  the  like.  These  industries 
have  many  of  the  better  characteristics 
of  the  deep  cyclicals,  including  good 
earnings  increases  in  a  rising  economy 
and  higher  earnings  peaks  with  each 
new  cyclical  high.  The  good  years  also 
far  outnumber  the  bad.  Finally,  in- 
come has  held  up  much  better  than 
the  old  cyclicals  in  the  poorer  years. 


Here  is  a  mixture  of  the  old  and  thj 
new  cyclicals  that  I  would  look  at  i 
today's  market: 

Charming  Shoppes  (8)  operates 
rapidly  growing  chain  of  women1 
specialty  stores.  Over  the  past  decad 
earnings  have  been  increasing  at 
13%  rate  and  are  likely  to  show  a 
above  10%  gain  this  year.  The  stoc 
trades  at  a  P/E  of  12  and  yields  1%. 

Du  Pont  (58),  the  largest  U.J 
chemical  manufacturer.  Operatior 
have  been  improving,  with  earning 
likely  to  move  up  sharply  this  year  an 
again  in  1995.  The  stock  trades  at 
P/E  of  16  on  estimated  1994  resul 
and  yields  3.2%. 

Louisiana  Pacific  ( 30 )  is  one  of  t 
world's  largest  producers  of  lumb 
The  stock  is  down  over  30%  from 
February  high.  Earnings  should  reac 
a  new  peak  this  year,  rising  almo 
30%,  with  the  likelihood  of  anoti 
good  increase  next  year.  The  sto 
trades  at  a  P/E  of  12,  yielding  1 .6% 

Myers  Industries '(20)  manufactur 
and  markets  a  diverse  range  of  rub 
and  plastic  products.  The  compai 
has  had  an  impressive  growth  reco 
in  the  last  decade,  with  income  like 
to  increase  over  10%  again  this  ye 
The  stock  trades  at  a  P/E  of  15  al 
yields  1%. 

Oxford  Industries  (26)  is  a  leadii 
manufacturer  of  men's  and  boys' 
parel.  Earnings  should  rise  almc 
15%  this  year,  to  a  record  high  ( fis> 
year  ends  May  1995),  with  anot 
good  increase  likely  in  1995.  T 
stock  trades  at  a  P/E  of  12 
yields  2.7%. 


Love  'em  and  leave  'em 


Over  time,  the 
record  of  cyclicals 
is  uninspiring  at 
best.  The  data  here 
are  for  the  year 
in  which  earnings 
last  peaked. 


Company 

Price1 

Last 

 Earnings2 

Yielc 

cycle 

1994  P/E  1995  P/E 

Alcoa 

11 

1989 

51 

19 

ui 

Asarco 

28 

1979 

NA 

16 

1.4 

Consolidated  Papers 

46 

1989 

26 

17 

2.8 

Dow  Chemical 

69 

1989 

23 

18 

3.8 

Du  Pont 

58 

1989 

16 

14 

3.0 

WR  Grace 

39 

1981 

13 

11 

3.6 

Inco 

27 

1989 

NA 

21 

1.6 

International  Paper 

71 

1989 

22 

15 

2.4 

Reynolds  Metals 

49 

1989 

NA 

22 

1.0 

Cyclical  average 

25 

17 

2.4 

'As  of  Aug.  22, 1994. 

2I BES  estimates 

NA:  Not  available. 

Forbes  ■  September  12,  1 


Ibe 


lllllllllll IIIII1HM  Ml  ilium  mnnmsmi  iiini  *mw  m 


MONEY  &  INVESTMENTS 


A  couple  of  market  letters  have  done  well 
trading  closed-end  funds,  but  it  will  be 
tougher  for  them  to  repeat  that  performance 
in  the  immediate  future. 

Buy  the  discount, 
sell  the  premium 


BY  MARK  HULBERT 


Mark  Hulbert  is  editor  of  the  Alexandria,  Va.- 
pased  Hulbert  Financial  Digest,  which  monitors 
he  performance  of  investment  advisory  letters. 
His  newest  book  is  The  Hulbert  Guide  to  Financial 
Newsletters  (Dearborn  Financial  Publishing). 


n  the  Seventies  and  early  Eighties, 
ots  of  Ph.D.  theses  were  written 
ibout  the  profit  possibilities  of  the 
pparently  loony  deep  discounts  of 
losed-end  funds,  but  there  was  little 
iublic  interest  and  no  investment  let- 
:rs  covered  the  field. 

No  longer.  Of  the  160  investment 
letters  tracked  by  the  Hulbert  Finan- 
jal  Digest,  there  are  now  6  devoted 
cclusively  to  closed-end  funds. 

There  are  two  ways  people  try  to 


se  closed-ends  to  beat  the  market, 
•ne  is  by  arbitraging,  in  effect,  be- 
veen  discounts  and  premiums.  This 
pportunity  derives  from  the  fact  that 
ost  of  the  time  the  funds  trade  at  a 
emium  to  or  discount  from  dieir 
:t  asset  values.  When  a  fund  is  trad- 
g  at  a  discount,  investors  are  able  to 
rchase  a  dollar's  worth  of  assets  for 
s  than  a  dollar.  And  when  investors 
holding  a  closed-end  fund  at  a 
emium,  they  are  able  to  sell  a  dol- 
's  worth  of  assets  for  more. 
The  profit,  naturally,  is  in  buying  at 
arge  discount  and  selling  at  a  small- 
discount  or,  better  yet,  at  a  premi- 
ses ■  September  12,  1994 


um.  As  a  general  rule,  funds  with  the 
biggest  discounts  are  the  best  buys, 
while  those  with  the  largest  premiums 
are  ripest  for  selling. 

The  top-performing  closed-end 
fund  letter  among  those  tracked  for 
several  years  by  the  hfd  is  the  Scott 
Letter,  edited  by  George  Scott.  From 
a  roster  of  closed-end  funds  he  con- 
siders to  be  highest  quality,  he  con- 
structs a  fully  invested  portfolio  out  of 
those  trading  at  a  discount  to  net  asset 
value.  If  one  of  the  funds  trades  at  a 
low  discount  or  a  premium,  he  looks 
to  sell  it  and  buy  one  that  sells  at  a 
deeper  discount.  It  seems  to  work. 
That  portfolio  gained  83%  over  the 
last  4V2  years,  in  contrast  to  45.8%  for 
the  Wilshire  5000. 

The  second  way  closed -ends  can  be 
used  is  as  a  market  timing  indicator.  If 
the  average  discount  among  closed- 
end  funds  grows  td  abnormally  large 
levels,  the  market  as  a  whole  is 
thought  to  be  undervalued.  When  the 
discounts  shrink  or  vanish,  the  market 
is  considered  fully-  or  overvalued. 

The  closed-end  fond  market  timing 
indicator  hasn't  worked  as  well  lately. 
It  turned  prematurely  bearish  several 
years  ago,  sending  heavily  into  cash 
the  U.S.  equity  portfolio  of  Thomas 
Herzfeld's  Investor's  G-uidc  to  Closed- 
End  Funds.  Because  of  the  bearishly 
narrow  discounts  among  closed-end 
funds,  Herzfeld  has  kept  an  average  of 
41%  of  this  portfolio  in  cash  since  it 
was  inaugurated  at  the  end  of  1990. 

Herzfeld's  portfolio  has  done  well 
despite  this  emphasis  on  cash,  beating 
the  Wilshire  5000  index  by  a  small 
margin.  But  the  credit  for  Herzfeld's 
beating  the  market  must  go  to  his 
selection  of  individual  funds  rather 
than  to  his  timing.  In  fact,  according 


to  my  calculations,  absent  picking 
funds  that  did  better  than  the  market, 
this  portfolio  would  have  lagged  the 
Wilshire  over  the  last  3V2  years. 

One  explanation  of  why  the  closed- 
end  fund  timing  indicator  has  not 
been  working  recently:  The  increased 
investor  attention  has  made  the  mar- 
ket more  efficient  and  the  discounts 
narrower.  For  example,  a  narrow  av- 
erage discount  that  previously  might 
have  signaled  an  overvalued  market 
may  today  signify  nothing  other  than 
the  market's  greater  efficiency. 

Several  years  ago  Huntingdon  Col- 
lege Professojr  Seth  Anderson  and 
Northeastern  University  Professor 
leffrey  Born  reviewed  all  academic 
research  on  the  subject.  This  was  their 
conclusion  about  which  trading  rule 
was  optimal:  Buy  a  fond  when  it 
trades  at  a  discount  of  20%  or  more 
and  sell  whenever  its  discount  nar- 
rows to  1 5%.  To  be  relevant  to  today's 
investors,  however,  that  rule  may 
need  to  be  adjusted.  According  to 
Morningstar's  Closed-End  Funds — 
one  of  the  newer  services  devoted  to 
this  sector — virtually  no  U.S.  equity 
fund  currently  is  trading  at  a  20% 
discount.  And  only  a  handful  trade 
even  at  the  1 5%  discount  that  Ander- 
son and  Born's  optimal  trading  rule 
treats  as  a  sell  signal. 

The  closed-end  fund  letters  tracked 
by  the  hfd  have  responded  to  this  new 
reality  by  becoming  willing  to  buy 
funds  with  narrower  discounts.  The 
average  discount  of  Scott's  and  Herz- 
feld's recommended  U.S.  equity 
fonds,  for  example,  currently  is  about 
10%.  To  be  sure,  as  their  records 
show,  this  willingness  has  served  them 
well.  But  it  means  their  recommend- 
ed fonds  have  less  downside  protec- 
tion than  would  exist  if  they  pur- 
chased fonds  with  deeper  discounts. 
This  is  especially  important  since  their 
records  were  achieved  during  pre- 
dominantly bull  market  conditions. 

Currently,  there  are  three  closed- 
end  U.S.  equity  fonds  that  are  recom- 
mended by  at  least  two  of  the  letters 
tracked  by  the  hfd:  Baker  Fentress 
(recent  price  $16,  with  a  16.8%  dis- 
count); Salomon  Brothers  Fund 
($12,  12.7%  discount);  and  Quest 
For  Value  Capital  Shares  ($24,  a  dual 
purpose  fund  that  as  a  unit  with  Quest 
For  Value  Income  Shares  trades  at  a 
6.5%  discount).  ■ 
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Today  inflation  and  rising  interest  rates 
are  in  the  headlines,  but  it's  only  temporary. 

A  Kondratieff 
depression  rally 


BY  A.  GARY  SHILLING 


A  u.iry  MhIIinc  r,  president  ol 
A.  Gary  Shilling  &  Co.,  economic  consultants 
and  investment  advisers.  His  firm  publishes 
Insight,  a  monthly  newsletter  covering  the 
Ur.mev.oulloot  ,iikI  invr.liiK.'iil  slr.iti.y.y 


Don't  bother  to  read  this  column 
unless  you  arc  one  of  those  rare  crea 

lures,  .1  line  long  term  investor,  l  or 
at  least  the  nexl  several  quarters,  the 
Fed's  credil  tightening  will  dominate 
the  investment  scene,  which  is,  inev 
itably,  bad  new  s  lor  stocks  and  bonds. 

Il  means  further  rises  in  bond  yields  as 

well  as  a  Hat  or  even  inverted  yield 

Curve  and  a  recession  that  will  spread 

globally.  But,  for  th<  >se  willing  to  look 
lin  t  her  out  beyond  this  year  and 
into  1996  the  prospects  are  quite 
different . 

The  fact  is  that  the  current  situation 
is  hide  more  than  a  momentary  blip  in 
an  era  of  global  deflation,  The  likely 
severe  worldwide  recession  that  will 
be  brought  about  by  higher  interest 
rates  will  reestablish  the  deflationary 
l<  ing  run  I  rend. 

In  the  cards,  looking  out  a  lew 
quarters,  is  a  resumption  of  the  bond 
rally  of  a  lifetime  that  began  in  the 
early  1980s.  A  normal  2%  to  3%  real 
bond  yield  added  to  2%  inflation 
means  4%  to  5%  yields  on  long  Trea 
surys.  Bond  yields  could  go  even  low- 
er it  military  spending  cutbacks, 
growing  protectionism,  rising  unem 
ploymcnl  and  tailing  real  estate  prices 


push  inflation  rates  closer  to  zero. 

Medium  term:  I  ligher  interest 
rales  and  rising  inflation.  Longer 
term:  sharply  lower  interest  rates  and 
disinflation. 

I  firmly  believe  we  are  in  a  Kondra 
tiefl  Wave  depression  decade.  This 
means  that  common  stocks  will  not  be 
a  sale  haven  lor  investors.  When  it 
dawns  on  people  that  a  big  recession  is 
in  the  future,  we  could  see  as  much  as 
a  30%  to  40%  decline  in  stock  prices 
that  would  scare  money  away  from 
stocks  for  years. 

Of  course,  averages  are  averages, 
and  some  U.S.  companies  will  do 
much  better  than  others.  Among  the 
biggest  winners  will  be  productivity 
enhancers,  companies  that  help  oth 
ers  cut  costs  and  improve  efficiency. 
Continuing   international  competi 
lion  will  keep  the  heat  on  manufactur 
ers  to  cut  costs,  and  domestic  and 
international  pressure  will  maintain 
service  industries'  newfound  zeal  for 
higher  productivity. 

The  stock  market  winners  can  be 
high  tech,  low  tech,  no  tech,  hard- 
ware or  software,  as  long  as  they  help 
their  customers  improve  productivi- 
ty,  Some  of  their  customers,  like  rail 
roads,  may  also  be  interesting  invest 
ments  as  they  upgrade  equipment, 
introduce  new  technology  and  merge 

to  cut  C< >sts. 

Lots  of  great  growth  stocks  of  yes 
teryear,  however,  will  prove  long  run 
losers.  Many  consumer  nondurable 
producers  have  lost  their  pricing  pow- 
er as  penny  pinching  consumers  turn 
lo  house  brands  and  generics.  Tobac 
co  firms  will  continue  lo  lace  nonstop 
health  related  pressures.  Drug  com 
panics  will  no  longer  be  able  to  price 
their  products  as  they  please. 

Main  years  w  ill  go  by  before  excess 
office  buildings,  hotels  and  shopping 
f  illers  are  fully  occupied.  Also  cur 


tailed  will  be  new  housing  construc- 
tion as  adverse  demographics,  a 
dearth  of  generous  lenders,  continu- 
ing government  indifference  to  hous- 
ing and  a  lack  of  strong  price  apprecia- 
tion hold  sway.  Nevertheless,  the  up- 
coming recession  will  create 
additional  real  estate  bargains  as 
prices  fall  relative  to  rents. 

With  renewed  disinflation,  declines 
in  industrial  commodity  prices  will 
resume.  Once  again,  commodities 
like  crude  oil  and  copper  that  are 
principally  produced  by  financially 
weak  countries  with  huge  foreign 
debts  to  service  will  be  attractive 
shorts.  As  weak  G-7  demand  growth 
in  the  second  half  of  the  1990s  de- 
presses prices,  those  commodity  pro 
ducing  countries  will  export  even 
more  to  earn  the  same  amount  of 
foreign  exchange,  further  depressing 
prices,  leading  to  more  exports,  etc 

( lurrency  trends  last  for  years,  and 
the  decade  long  decline  in  the  dollar 
is  probably  about  over.  Lingering  fi 
nancial,  economic  and  political  weak 
ness  in  Europe  and  especially  in  Japar 
should  promote  the  greenback  as  th 
globe's  safe  haven  currency.  So  toe 
will  the  likely  exit  of  Clinton  in  1996 
foreigners  are  reluctant  to  invest  in  . 
country  whose  President,  they  be 
lieve,  has  neither  a  foreign  policy  no 
morals. 

The  investment  outlook  for  newl 
industrialized  countries  is  bright  ii 
the  long  run,  especially  for  Mexie< 
and  China. 

European  bonds  will  lookattractivj 
again  in  a  year  or  so.  Falling  U.S.  bon 
yields  will  spread  in  globally  linke 
markets,  and  subdued  Furopea 
economies  will  depress  inflation  an 
borrowing. 

Massive  economic,  financial  am 
political  restructuring  in  Japan  wi 
limit  investment  opportunities  then 
lust  as  it  took  the  decade  of  the  193( 
to  work  oil  the  U.S.  excesses  of  tl 
1920s,  the  rest  of  the  1990s  will  b 
consumed  in  rationalizing  Japan 
bubble  economy  of  the  1980s. 

Inflation  li  ars  and  Fed  tightenin 
not  disinflation,  will  be  in  the  hea 
lines  tor  a  few  more  quarters.  B 
when  the  Fed  has  killed  the  cconoii 
and  started  to  ease,  that  will  be  tl 
sign  that  disinflation  is  in  the  sack! 
again.  It  could  happen  sooner  th 
most  people  expect . 
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MONEY  &  INVESTMENTS 


What's  the  difference  between  the  stock  market 
and  a  snapshot?  If  you  don't  know  the  answer, 
you're  probably  not  a  smart  investor. 

Two  on 
the  aisle 


BY  LAS2L0  BIRINYI  JR. 

HPS 

Laszlo  Birinyi  Jr.  is  president  of 

Birinyi  Associates,  a  Greenwich,  Conn. -based 

(financial  consulting  firm. 


Kl.'i  l  lot  K.l  l  I  have  spent  some  four 
fllecadcs  on  Wall  Street,  it  is  not  my 
•ntire  w  oi  k  experience.  At  one  point  I 
vorked  in  I  [ollywood  as  a  film  cutter 
>n  the  prints  of  the  James  Bond  m<  >vie 
.joldfinjjer. 

I  mention  this  because  investors 
Ian  learn  from  photography.  They 

00  often  look  at  the  stock  market  as  a 
erics  of  snapshots  w  hen  they  should 
ry  to  sec  it  as  a  moving  picture. 

The  recent  release  of  second  quar 
"■'  :r  earnings  provides  one  of  the  best 
xamplcs  of  what  I  mean.  Many  trail 
rs  looked  at  those  short  term  results 
11  ot  as  part  of  a  continual  series  of 
vents  hut  as  indicative  of  the  long 
rm  prospects.  They  forget  that  in  a 
iovic  the  good  guy  ami  the  girl  rarely 
l.'t  together  right  away:  They  have 
jlieir  ups  and  dow  ns  on  the  way  to  the 
ippy  ending. 
The  slock  market  is  just  like  that, 
liny  number  of  companies  with  great 
!  suits  over  a  long  period  have  their 
>wns.  When  those  downs  happen, 
'wjjo  many  people  dump  the  stock, 
linking  the  guy  is  never  going  to  get 
1  Jc  girl.  Looking  at  quarterly  reports 

1  a  snapshot  approach,  not  a  movie 
lie.  Analysts  are  often  even  more 


guilty  of  this  than  ordinary  investors. 

The  failure  to  look  at  the  larger 
picture  is  also  evidenced  in  the  way 
many  analysts  claim  and  get  >.  redit  for 
being  prescient  on  the  basis  ol  a  single 
lucky  call.  Only  recently  a  news  story 
cued  an  analysi  as  meriting  attention 
because  he  had  been  bearish  as  early  as 
( )ctober  1 993.  That  snapshot  was  n<  >1 
incorrect,  just  incomplete.  Looking  at 
a  movie  of  the  analyst's  views  one 
would  have  seen  that  he  had  also  been 
bearish — and  dead  w  rong  in  Octo- 
ber 1992  and  October  1991. 

We've  recently  been  treated  to  a  lot 
of  talk  about  the  market's  being  in 
trouble,  talk  based  on  parallels  be- 
tween Presidents  Kennedy  and  Clin 
ton.  Both  Democrats,  both  relatively 
young  and  both  taking  on  an  en 
trenched  industry,  steel  then,  drugs/ 
health  care  now  . 

But  that's  just  a  snapshot.  The  par- 
allels lade  w  hen  you  compare  the  two 
eras  as  movies  rather  than  snapshots. 

And  remember  October  L987? 
Many  pundits  ami  publications 

>Rlil  s  not  among  them    drew  scary 
parallels  with  1929.  /About  all  those 
eras  hat!  in  common  was  that  snap 
shot  of  a  day's  panic. 

So  what  do  I  see  at  the  market 
movies  for  the  rest  of  1994  and  into 
L995?  I  foresee  thai  the  correction  is 
over.  Since  Apr.  4  we  have  been  with 
in  3%  (on  either  side )  of  the  market's 
average  closing  price  of  3702.  That 

approximates  other  weak  periods  in 
this  bull  market,  February  to  October 
1991  being  the  most  recent.  Then  we 
traded  within  3.7%  of  2965  lor  207 
days  (the  current  doldrums  are  72 
days  in  duration )  before  breaking  out 
to  the  upside. 

And  I  continue  to  think  that  the 
strength  will  be  in  larger  companies, 


many  of  which  have  had  extraordinary 
earnings,  such  as  Texas  Instruments 
(82V2),  Compaq  Computer  (37%)— 
both  recommended  in  this  column 
earlier  in  the  year — but  not  I  KM 
( 67%).  That  particular  movie  recent  l\ 
had  one  good  scene  but  will  not,  I 
believ  e,  hav  e  a  happy  ending. 

Other  large  significant  companies 
w  ith  w  hich  I  am  comfortable  arc  to  be 
found  in  the  consumer  area.  ( )ld  teli 
able    names    including  Anhcuser 
Busch,  Gillette  and  Nike    the  latter 
also  recommended  here  earlier  arc 
being  accumulated,  takeover  specu 
lation  and  hype  is  evideni  in  the  drug 

stocks,  SO  look  elsewhere. 

Some  familiar  names  among  the 
big  companies  arc  Starting  to  look 
bitter.  They  include:  Kmart  (17V&) 
and  two  of  the  drugs,  Warner  l  am 
bcrt  (78%)  and  Pfizer  (68%).  But 
don't  buy  stocks  that  arc  down  a  lot 
from  their  1991  alltimc  highs  Altei 
all,  even  after  [BM  was  50%  below  its 
alltime  high  it  weni  down  another 
50%.  There  are  several  stocks  whose 
movies  arc  likely  to  put  you  to  sleep  I 
expc<  t  no  movement  of  any  kind  from 
American  Express  (27%),  PepsiCo 
(33V2)  or  McDonald's (26%),  so  look 
!<  >r  acti<  >n  elsewhere 

Speaking  of  my  brief  movie  ca 
reer    and  having  nothing  to  do  with 
the  stock  market-  here's  something 
io  look  lor  next  nine  the  c  lassic  Gold 
/inner  appears  on  TV.  Notice  that 
w  hen  Bond  is  chained  to  the  bomb  at 
the  end  of  the  movie,  the  timer  is 
turned  oil  (and  the  world  saved  | 
when  it  reaches  007.  That  w  as  an  on 
site  improvisation    not  in  the  origi 
nal  script.  The  tipoffis  in  the  vcrj  next 
scene,  where  the  CIA  man  notes: 
"three  more  ticks"  and  it  all  would 
hav  e  been  over. 
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FINANCIAL  SERVICES 


AUDIOBOOKS 


EDUCATIONAL  SERVICES 


V 

Receive  Value  Line 
for  only  $65:  $55 

An  introductory  subscription  to  The  Value  Line  Investment  Survey 

brings  you  the  2000-page  Investors  Reference  Library— Value  Line's  most 
recent  Ratings  and  Reports  on  1700  stocks  and  the  practical  guide  How  to 
Invest  in  Common  Stocks.  You  will  also  receive  analyses  of  about  130  stocks 
each  week  for  10  weeks  for*8£$55.  Available  only  once  every  three  years  to 
any  household.  SPECIAL  BONUS:  With  your  subscription  you  also  will 
receive  a  copy  of  WALL  STREET  WORDS,  an  accessible  dictionary  of  over 
3.500  terms  (retail  price  $8.95).  In  addition  to  clear  definitions,  this 
convenient  guide  features  special  explanations,  helpful  hints,  and  case 
histories  on  87  topics  of  special  Interest,  contributed  by  32  industry 
professionals — plus  48  case-example  paragraphs  by  the  author.  (Available 
while  supplies  last.)  Your  subscription  to  Value  Line  may  be  tax-deductible. 
Consult  your  tax  advisor.  Send  check  or  money  order  along  with  name, 
address  and  zip  code  together  with  this  ad  or: 

Call  Toll-Free  1-800-833-0046 

(Ext.  2903-Dept  41 6E1 2)  American  Express.  MasterCard  or  Visa.  24  hours  a  day, 
7  days  a  week  30  day  Money-Back  Guarantee  Allow  4  weeks  tor  delivery. 
NY  residents  add  sales  tax  Foreign  rates  upon  request. 

The  Value  Line  Investment  Survey* 

220  East  42nd  Street 
NY,  NY  10017-5891 


FINANCIAL  SERVICES 


BUSINESS  OPPORTUNITIES 


CALL  OR  WRITE  FOR  FREE  PACKAGE! 

FX.C.  INVESTORS  CORR 

.      62-19  Cooper  Avenue 
WJtAS~  Glendale, Queens, N.Y.11385 
(718)417-1330 

PORTFOLIO  MGMT 
SERVICES:  Equity-Fixed 
Inc-Balanced  F.X.C.  NEWS- 
LETTER: Semi-monthly 
($190.00  Annually) 
RANKED  #1  throughout  past 
1 0  years  by  Piper  TAA 
(Rogers  Casey  Associates) 
Universe  in  Pension  &  Invest- 
ments out  of  3,000  institutional 
products  from  over  1 ,000  reg- 
istered investment  advisors. 
RANKED  #1  in  ASSET  ALLO- 
CATION plus  timing  by  The 
Hulbert  Financial  Digest  over 
the  last  5  years. 
Credited  by  the  Wall  Street 
Journal  &  Washington  Post  for 
calling  the  1,000  point  1987 
Stock  Market  Crash. 


"THE  TAX  EXILE  REPORT" 

by  Marshall  Langer 
Discover  how  you  can  become  a  suc- 
cessful legal  Tax  Exile.  Also,  learn 
the  secrets  of  dual  nationality  and 
escape  confiscatory  taxes. 

FREE  BROCHURE  AND 
PRIVACY  NEWSLETTER 
Scope,  Box  4884,  Forestside  House, 
Forestside,  PO  9  6EE,  UK 
Tel:  +44  705  631751  Fax:  +44  705  631322 


INCORPORATE  IN  DELAWARE! 

Specialists  in  setting  up  Delaware 
Corporations.  General,  Aircraft, 
Boat  &  Shelf  Corporations. 

K%rafr>!  PO.BOX484-FB 


Wilmington.  DE  19899 
800-321-CORP- 302-652-6522 


Mutual  Fund  Tracking-) Weekly) %Total  Return 
'Stale  data  create  stale  investment  decisions' 
-Beat  the  S&P  500,  spol  early 
warning  signals 
YTD,  1. 3. 5,  lOyr./lnc.  Avg.  Ann's... 
Select  from  2,500  load  &  no  loads 

Contact:  Rapid  Response  Tracking 
FAX:  908-238-2538   V:  908-238-0538 


$  OVER  ONE  BILLION  $ 


WORTH  OF  BUSINESSES  FOR  SALE  BY  OWNERS 
Major  Manufacturing  to  Small  Retail  Shops 

No  Brokerage  Fees 
To  Buy  or  Sell 
1-800-999-SALE 
GREAT  WESTERN  business  services,  inc 


NATIONWIDE 


CHIVERS 

AUDIO  BOOKS 

UNABRIDGED  RENTALS 


fry  the  Best! 

Best  Authors 
Best  Readers 


WCttjtiOUSf 


(800)  704-2005 

PO  Box  1450,  Hampton,  NH  03843-1450 


FORBES  BINDERS 


CASE 


SAVE  YOUR  COPIES  OF  FORBES 

These  custom-made  cases 
and  binders  protect  your 
valuable  copies  trom  dam- 
age They  hold  about  halt  a 
year  s  issues  Made  trom  re 
mtorced  board  covered  with 
leather-like  material  ;n 
red  Title  is  hot-stamped 
in  gold  Binders  have 
special  spring  mechanism 
to  hold  snap-in  rods  BINDER 
Cases  1  $7  95    3-$21  95    6-S39  95 
Binders  1-$9  95    3-S27  95    6-S52  95 
ORDER  FROM  Jesse  Jones  Industries  Dept  FB 
499  East  Erie  Ave  ,  Phila     PA  19134  Enclose 
name  address  I  no  P  O  Boxl  &  payment  Add  $1  per 
unit  lor  PSH  Outside  USA  $2  50  per  unit  (U  S  funds 
only)  Pa  residents  add  6%  sales  tax  Credit  card 
orders  call  1800  825-6690  (mm  $15)  Please  allow 
4  to  6  weeks  lor  delivery  Satisfaction  GuarantMd. 


University  Degrees 


Self  Paced      Home  Study 
Associate  Batchelor  Master  Doctot 

Business  Admin,  Psychology,  Finance, 
Tech  Mgmt,  Law,  Paralegal,  xpsss*. 
Int'l  Business.  Health  Care,  $r>>& 
Human  Resources  Admin.    J  ' 
(800)477-2254  (24  hrs)  % 
Southern  California  University  ^jjg£ 
202  Fashion-F.  Tustin,  CA  92680 


COLLEGE  DEGREE 

BACHELOR'S  •  MASTER'S  •  DOCTORAT 

For  Work,  Life  and  Academic  Experience 

Earn  your  degree  through 
convenient  home  study 

(800)  423  3244  ex.  186 
Fax:  (310)471-6456 

send  detailed  resume  for  Frtet  evtLuim 

Pacific  Western  Universit 

2875  S.  King  Street,  Honolulu,  HI  96825 


FREE  VIDEO 


EXTERNAL  DEGREES 

BA/BS  MS/MBA  PhD/JD 
Credit  for  work  /life  exp  •  Accredited 
(800)  955-8879  (24  hrs.) 

LaSalle  University 

Dept.  879  Mandeville,  LA  70470-4000 


FORBES  MARKET/CLASSIFIED 

To  spotlight  your  specialty  product  or 
service  to  an  affluent  proven  responsive 
executive  audience: 

WRITE,  CALL  OR  FAX:  LINDA  LOREIS 
FORBES  MARKET/CLASSIFIED 

60  Fifth  Ave.,  N.Y.  N.Y.  10011 

(212)  620-2440 
(212)  620-2472  (FAX) 


MISCELLANEOUS  FOR  SALE 


GREETING  CARDS 


COMPUTER  FURNITURE 


AUDIO  BOOKS 


WE  BUY  DIAMONDS! 

Call  or  fax  GIA  info 
for  cash  offer. 
-Any  quantity!- 

HOUSE  OF  ONYX 

Main  St.,  Greenville,  KY  42345 
800-844-3100  or  FAX  502+338-9605 


EXECUTIVE  GIFTS 


mbassador  Lapel  Flags® 
our  Logo  with  any  2-flag  mix 
24K  Gold  finished    •  Full  colors 

•  -100%  U.S.A. -made 
te'll  custom-make  any  emblem  tor  you! 
'•livery:  14  business  days  Worldwide 
J  ME  Co.,  Inc.       101  Bel  Air  Drive 
IswMilford.     CT     06776.  USA 
'100)  535-5255  •  Fax  (203)  354-2786 


It  keeps 
iore  than 
lemories 
alive. 


IB 


THE  AMERICAN  HEART 
ASSOCIATION 
MEMORIAL  PROGRAM  • 


0 American  Heart 
Association 


This  space  provided  as  a 
public  service 


Let  The  Elephant  Secretary  deliver 
on-time  greeting  cards  to 
your  loved  ones  &  associates, 
while  you  take  all  the  credit. 
Save  tons  of  time,  money,  &  guilt! 
Box  755,  Valley  Forge.  PA  19482 

l-*00-7-ELEPWANT 


FINANCIAL  SERVICES 


For  15  years,  the  world's 
leading  source  of  information 
on  global  derivatives  and 
currency  advisors,  reporting  the 
performance  of  more  than  500 
funds  each  month. 
Managed  Account  Reports  Inc. 

220  Fifth  Ave.,  NY.  NY  10001 
Fax  (212)213-1870  or  call 

Lydia  Soto  at  (212)  213-6202 


BUSINESS  OPPORTUNITIES 


$$$  900  NUMBERS  $$$ 


Business  opportunity  of  the  decade! 
Low  investment,  high  income  programs! 
Potential  $10K-$50K  per  month! 

Live  Psychic,  Live  Chat,  Horoscope, 

Soap  Opera  Updates,  Sports  Scores, 
and  many  more!  Custom  programs  also 

available.  FREE  information  package! 


Call  International  Telecom  now!  1-800-865-1000 


Forbes: 
Capitalist  Tool 


Scandinavian 
Computer  Furniture 


Call  fot  free 
catalog  of  quality 

er     r     furniture  for  PCs  and 
iCaflLO       Macs  from  $299. 
Redmond,  WA 

1-800-722-6263 


BUSINESS  OPPORTUNITIES 


Old  German 

Royal  House 

will  provide  Name  &  Title 

to  you  for  a  suitable  monthly  dis- 
bursement. For  example:  Product 
Marketing,  Endorsements,  Repre- 
sentation, etc. 

1-2  annual  personal  appearances 
by  the  Prince  are  possible. 

„Tfce  Private  Secretary  to 
His  Royal  Highness 

Tel.  +49-89-2015142 
Fax  +49-89-2013597 


BUSINESS  OPPORTUNITIES 


SPEAK  AND 
GROW  RICH 

International  Seminar  Company 
expanding.  Speakers  required. 

Training  provided. 

1-416-798-2285 


BOOKS 
ON  TAPE 


•  World's  Largest  Selection  of  Audio  Books  > 


Bestsellers  • 
on  Cassette  £ 

Full-length  " 
Readings  1 

Call  for  Free  | 
Brochure  : 


(800)  626-3333 


EXECUTIVE  GIFTS 


HAND  CARVED  MAHOGANY 
JET  FIGHT 


•  16"  to  22"  models  ore  hond- 
crafted  from  solid  mahogany  with 
handpainted  moritings  and  details 

•  Over  160  models'  in  stock 

•  Priced  from  199.50 

•  Satisfaction  guaranteed 

Coll  1  800  950  9944 


II  aVI  If  111 


WOtUIS  liADIHCWWCUS 

OfM 

ASIOKUUTUKS 

U255Nalt>79ttiStrs*i 
SioixJAArpat  AZ  85260 
(607)991 18*1  ^— 


ART  COLLECTION 


Currier  &  Ives 
Collection 

Corporate  Collection  of  original 
Currier  &  Ives  lithographs  available 
in  entirety  only.  Finest  and  most 
extensive  collection  ever  offered 
comprised  of  over  1,000  prints. 
Restructuring  fine  art  assets. 
Resolute  inquires  only. 

John  R.  Rogers,  Esq. 
Corporate  I  <  j>u  Division 
Fax  301-622  6329 


SELF-  IMPROVEMENT 


Learn  the  Secrets  of  Successful 

SPEAKERS 

FREE:  Former  President  Reagan's  Director  o'  Speech- 
writing  reveals  little-known  secrets  of  how  lop  bigness 
&  political  leaders  spellbind  and  motivate  Iteit  listeners— 
and  how  you  can  do  it  too!  For  your  FRES  COPY  of 
") )  Inside  Secrets",  write  to:  American  3| 
1101  30th  Street,  Att.  GK,  NW,  Washington.  DC  20007 


EDITED  BY  THOMAS  JAFFE 


Overlooked  giant 

Procter  &  Gamhi.kvs  stock  has  been 
dead  this  year.  Recent  price,  56%.  Is  it 
a  buy?  Morgan  Stanley  analysl  Brenda 
I .cc  I  ..in  dry  thinks  so. 

In  the  fis(  al  veai  ended  fune  30,  the 
$30  billion  (revenues)  company 
boosted  its  worldwide  unii  volume 
5%.  This  included  a  strong  U.S.  show- 
ing in  pr<  (duel  *  ategt » ies  w  here  <  »ver 
all  industry  gr<  >wth  was  almost  nil. 

Landry  also  notes  that  p&g's  7.6% 
aftertax  margin,  before  preferred  divi 
dends,  was  its  best  in  21  years,  and 
thai  operating  margins  haven't  been 

as  high  since  fiscal  1983.  Plus  I'&Ci 
estimates  thai  its  restructuring,  an 
nounced  last  summer,  has  so  far  pro 
duced  about  $165  million,  or  24 
cents  a  share,  of  aftertax  savings.  It 
expects  to  realize  another  $335  mil 
lion  in  savings  <  >\  cr  the  next  tw<  i  years. 

Meanw  hile,  iwi.'s  50/50 joint  veil 
turc   with   Syntex   looks  promising. 
The   pan   are  selling  the  analgesic 

Aleve,  an  over  the  counter  version  of 

Syntex's  Naprosyn.  In  its  first  weeks 
of  availability  in  June,  Aleve  grabbed  a 
5%  share  ot  the  I  f.S.  market. 

In  the  European  detergent  wars, 
n\al  Unilever  has  heavily  promoted 
its  new  Power  line  but  has  hurl  P&G's 
market  share  only  slightly;  and  this  fall 
I'M.  will  introduce  some  new  deter 
gent  products  in  Europe.  While  P&G's 
raw  materials  costs  arc  up,  they're  not 
higher  as  a  percentage  ol  sales 

Landry  looks  lor  P&G's  margins  to 
widen  further  over  the  coming  year, 

when  she  expects  it  to  earn  $3.65  a 
share,  up  13%  over  fiscal  1994.  She 
thinks  P&G  stock  will  gel  to  70,  up 
nearly  25%,  over  the  next  12  months. 


The  gang  of  ten 

Ari  rHE  Hong  Kong  traded  stocks  of 
China's   leading  companies  over 
priced  in  spite  of  the  recent  slump? 
Absolutely,  says  Morgan  Stanley  ( 'hi 
na  analysl  <  In  istina  (Co. 

We're  talking  about  the  ten  so 
called  Chinese  blue  chips  w  hose  "H" 
shares  are  listed  on  the  I  long  Kong 
Stock  Kxchangc.  These  companies  in- 
clude Tsingtao  Brewery  and  Maan 
shan  Iron  i\  Steel,  and  arc  touted  as 
China's  best  and  brightest. 

Last  year,  with  U.S.  and  other  for 
eign  investors  pouring  in,  Morgan's 
index  of  the  ten  II  slocks  rose  to 


nearly  250.  When  the  clamor  subsid 
ed,  the  index  had  slumped  to  around 
1  IS  by  i he  end  of  June,  before  rally 
ing  lo  a  recent  146.  At  recent  levels 
the  ten  stocks  sell  lor  an  average  13.6 
times  estimated  1994  earnings,  jusi  a 
slight  premium  to  the  I  long  Kong 
market  as  a  w  hole. 

Christina  Ko  thinks  the  stocks  are 
still  too  high,  for  a  number  of  reasons. 
She  ticks  them  off:  ''Rising  raw  mate 
rials  costs,   inexperienced  manage 
ment,   increasing  competition  that 
may  have  a  severe  unpad  on  profits." 
She  points  out  the  companies  are  still 
controlled  by  the  Chinese  govern 
ment  or  quasi  government  agencies. 

She  also  warns  that  the  market  is 
extremely  thin  and  volatile  even  for 
these  so  called  blue  chips.  In  short, 
these  China  stocks  could  give  back 
their  recent  gains  just  as  quickly  as 
they  made  them. 

Ko  prefers  well  established  I  long 
Kong  conglomerates  like  I  [utchison 
Whampoa  and  Wharf  Holdings.  Re 
cent  prices:  HK$36.50  and 
I  [K$3 1 .60,  respectively.  Both  are  in 
frastructure  specialists  that  stand  lo 
benefit  from  the  China  boom  and 
whose  siocks  have  comparatively  less 
downside.  Richard  Phai  on 


Winner  in  WMX? 

Mason  Hawkins,  boss  of  Memphis 
based  Southeastern  Asset  Manage 
ment,  and  Ins  sidekick,  Staley  Cates, 
are  old  fashioned  value  investors  who 
would  do  ben  Graham  proud. 

Managing  some  $3.8  billion  in  eq 
uii\  money,  the  value  pair  have  just 
made  a  big  (more  than  S  million 
shares)  bet  on  WMX  Technologies, 
regarded  by  mam  on  Wall  Street  as  a 
burned  out  growth  case.  Its  earnings 
having  been  penalized  by  declining 
volume  and  w  eak  pricing,  WMX  stock 


Hong  Kong 
Stock  Exchange 
China's  so-called 
blue  chips  could 
leave  investors 
red-faced. 


was  recently  29Vs  on  the  Rig  Board, 
down  nearly  40%  from  its  1992  high. 

One  short  term  grace  note:  Com 
mercial  ami  industrial  waste  removal 
volume  is  once  again  inching  upward. 
Ditto  pricing;  WMX  operating  margins 
lor  the  quarter  ended  this  June  rose 
from  19.3%  to  20.6%.  As  for  the  long 
term,  wmx  is  revamping  its  cumber- 
some capita]  structure  in  an  effort  to 
pare  debt  and  increase  cash  How. 
Most  important,  WMX  continues  to 
enjoy  a  dominant  position  in  landfills 

Conservative  estimates  put  wmx 
present  value  around  $40 a  share.  R.I 

Still  A-OK 

A.O.  Smith  Corp..  has  been  a  huge 
beneficiary  of  the  tremendous  growth 
in  pickup  trucks  ami  sports  utility  ve 
hides.  GM   bla/ers,  ford  Explore 
and  the  like  are  built  on  light  true 
frames,  and  Milwaukee  based,  $1. 
billion  (estimated  1994  sales)  SmifJ 
makes  more  of  these  than  anyone  else 

Reflecting  this  good  news,  Amex 
listed  Smith  stock  more  than  triple 
lo  40  in  a  year  and  a  half  but  ha 
since  nose  dived  to  25%. 

Oversold!  cries  analysl  Allan  Ro 
nessofNew  York's  Fahnestock  &  Op 
lie  points  out  that  light  truck  sale 
are  growing  faster  than  the  ovcral 
auto  sector  and  appear  lo  be  Ies 
sensitive  to  interest  rate  moves  thai 
other  types  of  vehicles.  Confirmif) 
this  view  is  the  fact  thai  Smith's  first 
half  results  were  strong. 

Roness  concedes  Smith's  autom< 
live  products  business,  over  .50%  t 
sales,  is  cyclical.  Hit  to  its  20%  of  sale 
from  electrical  products  (hermet 
electric  motors  lor  air  movement ,  w. 
ter  pumping,  refrigeration  and  ai 
conditioning).  Bui  he  notes  th. 
Smith  completed  substantial  plai 
modernization  and  cost  cutting 
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1992,  and  now  can  operate  profitably 
.u  lower  production  levels  than  in  the 
past.  Moreover,  roughly  30%  of  sales 
and  operating  profits  are  from  noncy 
clical  businesses  water  products 
(commercial  and  residential  water 
heaters)  and  fiberglass  products  (pip 
ing  systems). 

Roness  estimates  that  Smith  will 
earn  $2.50  a  share  this  year,  up  20%, 
ami  post  another  20%  gain,  to  $3,  in 
1995.  I  le  thinks  Smith  stock  will  get 
back  to  40  over  the  next  12  months, 
making  up  all  the  ground  it's  lost. 

Where  are  they  now? 

Soap  or  suns?  asked  Streetwalker  in 
the  fall  of  1991,  when  rumors  had 
Neutrogena  Corp.  on  the  block. 
Neutrogena  stock  had  jumped  from 
the  midteens  to  the  low  20s  in  just  a 
few  months.  Streetwalker  said  pass. 

Well,  it  took  nearly  three  years,  but 
now  Neutrogena  is  finally  being  ac- 
quired by  Johnson  &  Johnson,  for 
$924  million,  or  $35.25  a  share. 

That  $35.25  price  is  66%  higher 
than  where  the  stock  was  trailing 
when  we  said  no  soap. 

So  did  we  offer  bum  advice?  Not 
the  way  we  see  it.  For  over  2V-i  years 
Neutrogena  stock  was  pretty  much 
dead  money  in  a  trading  range  be- 
tween 24  and  16.  When  speculating 
on  ileal  stocks,  timing  is  everything. 

Last  summer  Bear,  Stearns  analyst 
J.  Jeffrey  Cianci  touted  NYSE  listed 
[mcera  (since  renamed  Mallinckrodt ) 
to  Streetwalker  at  29.  He  saw  the 
stock  as  high  as  45  within  12  months. 
Among  the  reasons:  an  anticipated 
turnaround  at  the  company's  animal 
health  division;  likely  IDA  approval  for 
its  breakthrough  cancer  imaging 
agent,  Octrcoscan. 

The  stock  never  made  it.  Alter  get 
ting  to  38  in  March,  it  pulled  back  and 
recently  was  again  at  29. 

Cianci  blames  the  setback  on  Clin 
ton's  health  plan  scare,  but  he  still 
likes  Mallinckrodt's  fundamentals. 
The  animal  health  turnaround  is  al- 
most complete,  and  Octrcoscan  was 
approved  in  June.  He  says  it  should 
become  the  company's  largest  single 
product,  with  hundreds  <  >f  millions  in 
.ales  over  the  next  few  years. 

Bloodied  but  still  bullish,  Cianci 
hinks  Mallinckrodt  stock  can  hit  40 
>ver  the  next  12  months.  wm 
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No  one  ever  said  it  was  easy  to  be  a  parent.  Yet  one 
part  of  parenthood  can  be  easier  than  you  thought,  saving  for 
college  with  U.S.  Savings  Bonds.  They're  the  easy  way  to  make 
sure  the  money  you  save  will  be  there  by  the  time  your  child 
goes  to  college. 

First,  U.S.  Savings  Bonds  are  affordable.  Invest  just  a  few 
dollars  each  payday  through  your  employer's  Payroll  Savings 
Plan  or  at  your  bank. 

Second,  U.S.  Savings  Bonds  are  secure.  They're  backed  by 
the  full  faith  and  credit  of  the  United  States. 

Third,  U.S.  Savings  Bonds  are  guaranteed  to  grow.  They 
earn  interest  at  a  competitive  market-based  rate,  if  held  five 
years  or  longer,  or  a  guaranteed  minimum  rate,  whichever 
produces  the  higher  value,  compounded  semiannually. 

And  U.S.  Savings  Bonds  offer  tax  advantages.  The  interest 
they  earn  is  exempt  from  state  and  local  taxes,  and  you  can 
defer  federal  income  tax  payments  on  the  interest  until  you 
redeem  your  Bonds.  Plus,  if  you  use  U.S.  Savings  Bonds  to  pay 
for  college,  you  may  be  able  to  receive  additional  tax  benefits  * 

Ask  your  employer  or  banker  about  saving  for  college 
with  Savings  Bonds.  Or  write:  U.S.  Savings  Bonds  for  Education, 
Department  of  the  Treasury,  Washington,  DC  20226. 

For  a  recorded  message  of  current  rate  information,  call 
1-800-4US  BOND  •  1-800-487-2663. 

■^£XJ.aB0NDS  W 


SAVING  FOR  COLLEGE  WITH  U.S.  SAVINGS  BONDS 
MIGHT  BE  THE  EASIEST  PART  OF  PARENTHOOD. 


•Subject  to  income  limits,  registration  <ind  other  restrictions.  A  public  service  <>l  this  magAzini 


For  Your  Next  Meeting,  Aim  a  Little  Higher. 


Deep  in  the  Southern  Rockies  lie  two  hundred  and  fifty  spectacular  square  miles 
known  as  Forbes  Trinchera.  Its  tallest  peak  reaches  14,345  feet  into  the  Colorado  sky,  and  its 
mountains  sweep  down  into  valleys  as  green  and  fertile  as  a  Kentucky  meadow. 

This  historic  tract  of  land  was  bought  by  publisher  Malcolm  S.  Forbes  in  1969  as 
a  natural  escape  to  a  place  far  from  Wall  Street  and  corporate  stress.  It  is  this  aspect  of  this 
wonderful  land  that  the  Forbes  family  have  decided  to  share  with  like-minded  colleagues. 

The  buildings  of  Forbes  Trinchera  have  been  remodeled  to  provide  superb 
accommodation,  but  it  is  still,  essentially,  a  ranch. 

Whilst  there,  you  can  ride  the  land  on  horseback,  or  on  trail-bike.  You  can  fly-fish  on  its  miles 

of  streams,  or  hike  its  thousands  of  trails.  You  will  have  special  rights  at  a  nearby 
golf  and  swimming  club,  or  you  can  shoot  skeet  until  every  clay  looks  as  big  as  a  house. 
And,  when  there's  work  to  be  done,  our  main  conference  room  can  seat  up  to  sixty. 

However  you  choose  to  use  it,  Forbes  Trinchera  will  provide  a  lookout  point  from  which  to  view 
the  world.  Two  hundred  and  fifty  square  miles.  Fifty  staff.  Mountains.  Valleys.  Lakes.  Streams. 

Call  1-800-FORBES-5,  and  allow  us  to  tell  you  more. 

Forbes  Trinchera  Ranch 

A  Forbes  Executive  Retreat 
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"The  more  things  change . . ." 
70  years  ago  in  Forbes 

(From  the  issue  of  Sept  17,  1924) 


tion  Corp.,  American  Airlines,  New 
York  Shipbuilding  Corp.  and  many 
other  organizations.  " 


Consolidated 
Edison's  1924 
state-of-the-art 
control  room  had 
a  weather  panel 
(left)  to  warn 
of  approaching 
storms. 


"New  York  was  the  first  city  to  install 
a  commercial  Edison  system  which 
made  lighting  with  incandescent 
lamps  possible  from  a  central  source 
of  supply.  Prior  to  1882,  all  electric 
lighting  was  done  with  arc  lamps, 
which  were  entirely  unsuited  for  any- 
thing but  the  lighting  of  large  areas. 
Even'  lighting  company  in  the  world 
now  uses  the  generating  and  distrib- 
uting system  which  the  New  York 
company  was  the  first  to  adopt.11 

"With  the  dullest  days  of  the  year 
definitely  behind  it,  business  should 
soon  show  whether  the  halting  recov- 
ery that  has  held  to  its  slow  pace  even 
■during  the  dog  days  is  going  to  be 
decelerated  and  expanded  to  the  pro- 
portions of  a  healthy  boom,  or  wheth- 
jer,  as  the  doubting  Thomases  think,  it 
lis  going  to  flatten  out.11 

60  years  ago 

From  the  issue  of  Sept.  15,  1934) 
'America  is  faced,  declared  the  Roo- 
eveltian  right-bower  Donald  Rich- 
■>erg,  with  5  million  families  on  public 
elief  rolls.  Bureaucracy  is  multiplying 
o  appallingly  rapidly  that  an  unprece- 
dented number  of  men  and  women 
re  being  attached  to  government 
•ayrolls.  This  brand-new  condition 
aises  brand-new  political  questions. 
1,  .  Would  it  not  be  natural  for  the 
hany,  many  millions  existing  on  Fed- 
Iral  largesse  to  vote  for  the  partv 
naintaining  them?11 

IL.B.  Manning  has  been  made  presi- 
ent  of  Cord  Corp.,  the  big  E.L. 
ford  holding  company  which  con- 
jols  Auburn  Automobile  Co.,  Avia- 


50  years  ago 

(From  the  issue  of  Sept.  15,  1944) 
"For  less  than  $5,000  you  can  start  a 
telephone  answering  exchange  that 
may  net  you  up  to  $1,000  a  month 
within  a  year's  time.  Nearly  all  major 
U.S.  cities  now  have  these  exchanges, 
but  there  are  hundreds  of  good-size 
cities  where  they  have  not  yet  been 
introduced,  and  where  a  satisfactory 
demand  exists.11 

"According  to  predictions  of  super- 
market operators,  postwar  meats  will 
be  prepackaged  on  a  big  scale.  While 
some  stores  now  perform  such  a  ser- 
vice, after  the  war  the  job  is  expected 
to  be  done  by  the  packing  houses 
themselves.11 

25  years  ago 

(From  the  issue  of  Sept.  15,  1969) 
"Simplicity  is  the  largest  maker  of 
printed  patterns  for  women's  cloth- 
ing. Last  year  it  sold  over  135  million 


patterns,  much  more  than  McCall 
and  Vogue-Butterick  patterns  com- 
bined. It  had  total  sales  of  $59  million 
and  an  eve -popping  net  income  of 
$8.2  million.11 

"Three  years  ago,  in  1966,  there  was 
a  boom  in  nuclear  generating  plants. 
For  the  first  time,  utility  companies 
ordered  more  nuclear  plants  than  fos- 
sil-fuel plants  (coal,  oil,  gas).  The 
boom  continued  through  1967,  with 
orders  for  nuclear  plants  rising  to  30 
plants  with  a  capacity  of  25  million 
kilow  atts.  Then  last  year  .  .  .  nuclear 
orders  dropped  off  53%.  ... 11 

10  years  ago 

(From  the  issue  of  Sept.  10,  1984) 
"When  Indiana  Jones  tangles  with 
poisonous  snakes  in  Raiders  of  the  Lost 
Ark,  he's  not  in  the  Middle  East  or 
even  in  Hollywood.  He's  at  Thorn- 
EMI  Pic's  Elstree  Studios,  about  an 
hour  up  the  motorway  from  London. 
Superman  soars  through  the  air  at 
Pinewood  Studios,  where  James 
Bond  has  brushed  with  death.  .  .  ." 


Simplicity  Pattern's  James  J.  Shapiro. 


Harrison  Ford  as  Indiana  Jones. 


"The  rapid  acceptance  of  organ 
transplants — hearts,  livers,  kidneys — 
is  posing  new  and  serious  cost  prob- 
lems for  both  government  and  private 
providers  of  health  care  insurance. 
Kidney  transplants,  for  instance,  are 
now  accepted  medical  practice,  and 
more  than  5,300  were  performed 
last  year,  at  about  $40,000  apiece. 
Medicare  pays  for  them  but  does  not 
yet  cover  heart,  liver  and  pancreas 
transplants,  although  these,  too,  are 
increasing." 
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Recently  I  labeled  the 
a  rgu  men  t—tha  t  1 8-yea  r- 
olds  were  old  enough  to 
vote  if  they  were  old  enough 
to  fight— a  perfect  example 
of  a  non  scquitur.  This 
precipitated  a  spirited 
discussion  by  two  of  my 
sons  at  the  dinner  table; 
/said/ our  15-year-old, 
Tim:  "Pop,  fellows  at  18 
today  are  a  lot  smarter 
than  your  generation  was 
at  18,  and  for  sure  smarter 
than  teenagers  were  when 
voting-age  requ  iremen  ts 
were  first  set  in  law."  His 
older  brother  Bob  elucidated: 
"Mavbe  not  smarter,  but 
certainly  better  informed, 
more  knowledgeable — 
More  guys  in  school  and 
college  have  helped,  but 
primarily  the  boob  tube 
has  done  it." 


A  Text  ... 

The  thief  cometh 
not,  but  for  to  steal, 
and  to  kill,  and  to 
destroy:  I  am  come 
that  they  might  have 
life,  and  that  they 
might  have  it  more 
abundantly. 
-John  10:10 


-Malcolm  Forbes 


Rule  No.  1: 
Never  lose  money. 
Rule  No.  2: 

Never  forget  Rule  No.  1 . 

-Warren  Bufeett 

Our  own  physical  body 
p<  >sscsses  a  w  isdom  which 
we  w  ho  inhabit  the  body 
lack.  We  give  it  orders 
which  make  no  sense. 
-Henry  Miller 

He  that  is  born  to  be  hanged 
shall  never  be  drowned. 
-French  proverb 

Fni  finding,  as  I've 

thrived  and  aged, 
That  much  Fd  thought 

was  good  was  bad. 
I  doubt  Fd  want 

to  age  again 
Without  the  harmful 

tun  I  had. 
-Art  Buck 
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Sent  in  by  Alvin  Brooks, 
Detroit,  Mich. 
What's  your  favorite  text? 
The  Forbes  Scrapbook  of 
Thoughts  on  the  Business 
of  Life  is  presented  to 
senders  of  texts  used. 


The  abdomen  is  the  reason 
why  man  does  not  easily 
take  himself  for  a  god. 

-Nietzsche 

Children  begin  by  loving 
their  parents.  After  a  time 
they  judge  them.  Rarely,  if 
ever,  do  they  forgive  them. 
-Oscar  Wilde 

The  secret  of  staying 
young  is  to  live  honestly, 
eat  slowly,  and  lie  about 
your  age. 
-Lucille  Bah 


More  than  9,000  "Thoughts,"  indexed  by  author  and 
subiect,  are  available  in  a  three-volume  boxed  set  at 
$69.50  ($27.50  per  volume  if  purchased  separate- 
ly). Also  available,  a  one-volume  edition  of  over  3,000 
"Thoughts."  Price:  $27.50.  Send  check  and  order  to 
Forbes  Books,  P.O.  Box  11234,  Des  Moines,  IA 
50340.  Add  sales  tax  on  orders  in  New  York  State 
and  other  states  where  applicable.  For  faster  service 
call  1-800-234-4553  and  charge  to  your  credit  card. 


A  fellow  once  came  to  me  to 
ask  for  an  appointment  as  a 
minister  abroad.  Finding  he 
could  not  get  that,  he  came 
down  to  some  more  modest 
position.  Finally,  he  asked 
to  be  made  a  tide-waiter. 
When  he  saw  he  could  not  get 
that,  he  asked  me  for  an  old 
pair  of  trousers.  It  is  some- 
times well  to  be  humble. 
-Abraham  Lincoln 

What  recommends  commerce 
to  me  is  its  enterprise  and 
bravery.  It  does  not  clasp 
its  hands  and  pray  to  Jupiter. 
-Henry  David  Thoreau 

A  child  hasn't  a  grown-up 
person's  appetite  for  affec- 
tion.  A  little  of  it  goes  a 
long  way  with  them;  and  they 
like  a  good  imitation  of  it 
better  than  the  real  thing, 
as  every  nurse  knows. 
-George  Bernard  Shaw 

I  have  traveled  more  than 
anyone  else,  and  I  have 
noticed  that  even  the  angels 
speak  English  with  an  accent. 
-Mark  Twain 

Animals,  we  have  been  told, 
are  taught  by  their  organs. 
Yes,  I  would  add,  and  so  are 
men,  but  men  have  this  further 
advantage  that  they  can  also 
teach  their  organs  in  return. 
-Goethe 

There's  always  somebody  who 
is  paid  too  much  and  taxed 
too  little— and  it's  always 
somebody  else. 

-CULLEN  HlGHTOWER 


Stay  out  of  banks.  You 
may  never  get  as  rich  as 
you  could  with  other 
people's  money  and  some 
luck,  but  the  tradeoff  is 
sleeping  at  night. 
-Old  southern  saying 
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?4  September 


Steven  Spielberg 
talks  about  dealmaldng 
in  Hollywood 


A  Word  About 
Business  Gifts 


r 


By  definition,  every  business  gift  serves  two  important  functions.  It  is  an  expression  of  gratitude. 
It  is  a  measure  of  your  firm.  For  156  years  the  designs  of  Tiffany  6k  Co.  have  been  the  choice  of  those  who  prize 
stability  over  caprice,  substance  over  veneer.  Thoughtful  management  knows  that  a  gift  of  Tiffany 
craftsmanship  and  timeless  design  conveys  a  unique  message  to  clients  and  valued  staff.  To  receive  a  brochure  or  learn 
more  about  the  rewards  of  a  Tiffany  corporate  account,  call  800-423-2394. 


Tiffany  &  Co. 


American  institutions  have  invested 
over  $113  billion  in  pension  funds  managed  by 

The  Prudential. 

Proof  that  there's  strength  in  numbers. 

And  peace  of  mind  in  strength. 


Figure  includes  endowments,  foundations  and  savings  plan  tunds;  as  ot  12/31/93  ©1994  The  Prudential 


himself.  To  see  the  new  1995  Coupe,  call  800-USA-LEXUS  for  the  dealer  nearest  you.   (7^  I  1^ 


The  Relentless  Pursuit  Of Perfection. 


Lesson  from  the  master: 
Never  spend  your  own 
money  to  make  a  movie. 

mmm  104 


They  planned  on  losing  $250  million 
starting  an  airline.  They  lost  more. 
HMB  58 


ON  THE  COVER 


Steven  Spielberg  104 

By  Randall  Lane 

When  he  was  a  kid,  John  Ford  gave 
him  two  pieces  of  advice.  One  he  took 
very  much  to  heart. 

The  Top  40  113 

By  Robert  La  Franco 

Reptiles  made  millions,  so  did  aging 
rock  stars.  Here  are  our  top-earning 
entertainers  for  1994. 

Charity  As  A  Commodity  118 

By  Lisa  Gubernick 

and  Robert  La  Franco 

Alas,  that's  show  business. 
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By  Steve  Klchen 

Don't  think  the  Internet  is  just  for 
academics  and  computer  geeks. 

Danger:  Software  Upgrades  178 

By  Joseph  R.  Garber 

Do  you  really  need  "MINVERSE 
(array)"? 
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By  R.  Lee  Sullivan 

The  latest  billboard  surgery. 
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By  William  G.  Flanagan 

Hotels  and  resorts  rated  tops  by  the 
readers  of  the  Hideaway  Report. 

Bond  Funds  For  Cowards  205 

By  Riva  Atlas 

A  shopping  guide  to  intermediate- 
term  bond  funds. 
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By  James  R.  Norman 

The  payoff  may  be  in  sight. 
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By  Howard  Rudnitsky 

Time  that  Wall  Street  treated  Col- 
gate with  more  respect? 

Airline  Caterers 

By  Nancy  Rotenier 

Coffee,  tea  or  bankruptcy? 


45 


47 


72 


76 


Caltex  Petroleum 

By  Toni  Mack  and  Andrew  Tanzer 
The  oil  majors  are  looking  to  the  Far 
East.  Chevron  and  Texaco  are  already 
sitting  pretty  there. 

Seaboard  80 

By  Marcia  Berss 

Harry  Bresky's  father  taught  him 
never  to  send  a  ship  full  one  way  and 
bring  her  home  empty. 

Mattel  84 

BySeth  Lubove 

John  Amerman  and  Barbie  turned  it 
into  a  money  machine  again. 

DGI  Technologies  94 

By  Christopher  Palmeri 

A  big  telecommunications  equip- 
ment supplier  sues  a  little  one,  claim- 
ing its  tiny  rival  is  playing  too  rough. 

Up  &  Comers: 

Regal  Cinemas  126 

By  Matt  Walsh 

A  penny  spent  in  a  movie  house  is  a 
penny  lost,  figures  Mike  Campbell. 


Up  &  Comers: 
Watson  Pharmaceuticals  127 

By  Damon  Darlin 

In  one  respect  Allen  Chao  was  a  du- 
tiful son,  in  another  way  he  was  not. 

Starting  Your  Own  Business: 
Certified  Phone  Calls  130 

By  Lisa  Sanders 

The  clever  idea  is  only  half  the  game. 
Also:  Third  Option  Laboratories. 


Asiana  Airlines  58 

By  Damon  Darlin 

The  upstart  with  the  grand  interna- 
tional ambitions. 

Sun  International  62 

By  Michael  Schuman 

Sol  Kerzner's  $850  million  sun,  sex 
and  gambling  empire. 

From  Dakar  To  Detroit  8* 

By  Joel  Millman 

A  new  wave  of  enterprise  is  entering 
the  inner  city. 

Manchuria  Revisited  95 

By  Gale  Eisenstodt 

The  Japanese  are  back  as  investors, 
not  as  conquerors. 


MONEY  &  INVESTING 


Michael  Steinhardt  66 

By  Riva  Atlas  and  Dyan  Machan 
Some  little  hedge  fund  operators 
will  not  survive.  What  about  this 
big  one? 
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Want  to  give  your  sales  a  real  push? 


Now  you  can,  with. . . 


In  the  uphill  battle  for  more  sales,  the  winner 
isn't  always  the  biggest,  but  the  most  resourceful. 

Which  is  why  Sprint  Business  is  introducing 
Real  Solutions!"  A  new  program  committed  to 
boosting  your  business'  productivity. 

It  all  starts  with  a  free  top-to-bottom 
action  plan  that  will  analyze  where  your 
business  stands.  And  show  you  how  far 
advanced  communications  can  take  it. 

As  a  Real  Solutions  customer,  you'll 
have  unlimited  access  to  all  the  resources 
of  the  Sprint  Business  Center  and  our  staff 
of  professional  business  consultants.  They'll 
personally  work  with  you  to  identify  new  ways 


to  increase  sales.  And  move  your  business  ahead. 

You'll  also  get  flat-rate  pricing  (to  take  the 
guesswork  out  of  your  monthly  expenses), 
one  simplified  bill  that  combines 
both  voice  and  data  services, 
and  free  software  that  allows  you 
the  convenience  of  receiving 
your  bill  on  a  disk.  You'll  even 
earn  credits  toward  valuable 
business  products  and  services. 
So  call  today.  And  get  Real  Solutions 
from  Sprint  Business.  Because  it's  a  lot  easier  to 
give  your  sales  a  push  when  you've  got  the  right 
team  behind  you. 


Sprint 

Business 


Call  1-800-816-REAL 


©1994  Sprint  Communications  Company  LP  Monthly  minimum  and  term  plan  apply. 
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Franklin  Tax-Free  Income  Funds 


Protect  Your 
Investment 
Earnings  From 
Taxation. 


Are  taxes  taking  a  toll  on  your  investment  earn- 
ings? You  can  help  protect  those  earnings  in  a  Franklin 
tax-free  fund. 

Franklin  offers  a  selection  of  42  tax-free  funds. 
Many  pay  dividends  exempt  from  both  federal  and  state 
regular  income  taxes,  so  you  m.iy  he  eligible  lor  double  ta.x 
savings.'''  Franklin's  tax-free  funds  offer: 

♦  Monthly  Tax-Free  Income 

♦  Professional  Portfolio  Management 

♦  The  Potential  For  Tax-Free  Compounding 

♦  Low,  $100  Initial  Investment 

By  investing  in  a  portfolio  oi  tax  free  municipal 
securities,  you  can  continue  to  work  towards  your 
financial  goals  while  supporting  economic  growth  in 
America.^  The  fund  invests  in  securities  issued  to  finance 
state  and  local  government  operations  which  can  include 
projects  such  as  housing,  highways,  schools  and  hospitals. 
This  can  help  create  jobs  and  improve  the  standards  of 
living  in  communities  everywhere. 

Mail  in  the  postage-paid  card  or  call  Franklin  today 
for  a  free  brochure  on  the  tax-free  fund  for  your  state. 


fFor  investors  subject  to  federal  or  stale  alternative  minimum  lax,  all  or  a  portion  of  these  dividends 
may  be  subject  to  such  tax,  depending  on  the  fund.  Distributions  of  capital  gains  and  of  ordinary 
income  from  accrued  market  discount,  if  any,  are  generally  taxable. 

ff  Investing  in  a  Franklin  tax-free  fund  does  not  guarantee  that  your  financial  goals  will  be  met. 
Franklin/ lemphton  Distributors,  Inc 


Call  1-800- 

342-FUND 
Ext.  ¥211 

Franklin  Funds 

777  Mariners  Island  Boulevard 
San  Mateo,  CA  94404-1585 

Eft  j /  /  would  like  a  free  prospectus 
containing  more  complete  information  on  the 
I  ranklin  tax-free  income  fund  for  my  stale, 
including  sales  charges  and  expenses.  I  will 
read  it  carefully  before  I  invest  or  send 
money. 

LI  /  am  currently  a  Franklin  shareholder. 

Name 

\ddress 

City  

State/Zip 
Daytime  Phone 
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Time  for  your  yoga,  sir 

IT  SOUNDS  OBVIOUS  but  bears  repetition:  To  flourish  under  capital- 
ism become  a  capitalist;  nobody  gets  big-money  rich  on  a  salary,  no 
matter  how  handsome.  What  Steven  Spielberg,  Richard  Leach  and 
Sheryl  Leach,  Oprah  Winfrey  and  Bill  Cosby  have  in  common  is  that 
they  are  high  on  the  Forbes  list  of  top-earning  entertainers  and  that 
they  insist  on  a  piece  of"  the  action. 

Robert  La  Franco,  the  staffer  in  charge  of  compiling  this  year's  list 
of  America's  40  top-dollar  entertainers,  explains  why:  A  lot  of 
entertainment  keeps  its  value  over  generations.  "Woodstock  was 
revived  and  made  big  money  this  year,"  La  Franco  says,  "and 
probably  will  again  in  2019.  The  Rolling  Stones,  Barbra  Streisand, 
Elton  John  and  Pink  Floyd  minted  money  with  updated  versions  ofj 
old  formulas.  Many  an  old  movie  is  worth  many  times  what  itj 
originally  cost  even  though  it  was  thoroughly  milked  when  new."  i 

Our  staff  are  old  hands  at  this  arcane  game  of  reporting  on  wealth 
and  income,  but  show  business  does  present  its  special  hazards. 
Here's  a  tale  that  Rob  La  Franco  w  ill  dine  out  on  for  years: 

"I  was  interviewing  this  Beverly  Hills  talent  manager.  He  was 
stretched  out  on  his  leather  couch,  his  black  designer  suit  flowing 
down  the  side  of  the  chair,  his  perfectly  manicured  fingers  stroking 
his  $200  haircut.  He  went  on  and  on  about  his  clients,  the  great  years 
they  were  having,  his  friends  and  their  parties.  The  usual  Hollywood 
self-stroking — and  not  very  helpful  for  my  purposes.  But  it  was  the 
only  interview  I've  ever  done  that  was  cut  short  because  the  subject's 
yoga  meditation  teacher  arrived.  I  don't  know  about  this  guy's 
karma,  but  he  was  obviously  born  under  the  sign  of  the  bull."  The 
Top  40  listing  starts  on  page  113. 

Two  related  articles:  Randall  Lane  talks  deals  with  Steven  Spiel- 
berg, page  104;  Lisa  Gubernick  and  La  Franco  tell  how  the 
Hollywood  celebrity  machine  exploits  charitable  causes,  page  118. 

Return  to  Manchuria 


It  WAS  ON  AND  AROUND  China's  Liaotung  Pen- 
insula in  1905  that  Japan  made  herself  a  world 
power  with  an  unexpectedly  one-sided  victory 
over  the  czar's  army  and  navy.  Thus  was  decided 
the  vicious  rivalry  between  Russia  and  Japan  for 
domination  of  an  enfeebled  China's  rich  prov- 
ince of  Manchuria.  Japan's  control  lasted  until 
her  defeat  in  World  War  II,  and  in  a  curious  twist 
of  history  Manchuria  is  again  entering  a  sphere 
of  Japanese  influence.  "We  are  Matsushita's 
pupils"  is  Gale  Eisenstodt's  account  of  a  visit  to 


the  city  of  Dalian  (Dairen  on  the  older  maps),  a    Gale  Eisenstodt 
short  drive  from  the  scene  of  the  Japanese  naval  ■■■■ 
and  military  triumph  at  Port  Arthur  some  90 
years  ago.  Eisenstodt  was  surprised  to  find  a  large  number  of  Dalian's 
young  people  studying  Japanese,  and  no  less  surprised  that  many  of 
the  city's  officials  also  could  converse  in  Japanese.  On  page  95  begins 
her  fascinating  account  of  history  repeating  itself  in  a  very  different 
w  ax  in  a  very  different  age. 


K) 
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Introducing  the  top  of  the  line  plain  paper  facsimiles  from  Canon. 


In  business,  it's  a  fact  that  the  less  time  you 
spend,  the  more  money  you  save.  Which  is 
precisely  the  idea  behind  our  new  7500  and 
7000  LASER  CLASS®  fax  machines. 

Each  offers  advanced  features  that  reduce 
the  time  people  spend  on  the  phone  line  and 
at  the  machine.  Features  like  connectivity 
capabilities  that  let  you  send  and  receive  doc- 
uments without  ever  leaving  your  desk.  And 
a  memory  capacity  of  up  to  288  pages  so  you 
can  deal  with  volumes  of  documents  at  your 
convenience,  not  the  machine's.You'll  also  have 
volumes  more  paper  at  your  disposal  with  a 
paper  capacity  of  up  to  1,100  sheets. 

LASER  CLASS  is  a  registered  trademark  of  Canon  Inc. 

UHQ  is  a  trademark  of  Canon  Inc.  ©  1994  Canon  U.S.A.,  Inc. 

LASER  ClASS, 

PLAIN     PAPffl  FACSIMILE 


And  because  time  can  also  affect  your 
fax  line  charges,  we  reduced  the  .amount  of  it 
you'll  spend  on  transmissions  to  a  mere  six 
seconds  per  page/" 

The  7500  and  7000  are  just  part  of  our 
full  line  of  LASER  CLASS  facsimiles  including 
the  5500  and  the  5000. 

Of  course,  whichever  model  you 
choose,  Canon's  exclusive  UHQ™  image 
processing  and  laser  technology  give  you 
consistently  high-quality  output.  And  every 
model  delivers  the  kind  of  reliable  perfor- 
mance that  has  made  Canon  #1  in  plain 
paper  facsimile  5  years  running. 

*  Based  on  CCITT  #1  chart  (standard  mode). 


When  the  rest  say  you  can't,  Canon  says 
you  can. 

Call  1-800-OK-CANON  for  more 
information.  You'll  find  it's  time  well  spent. 


u 


Canon 


When  it  comes  to  safety, 
some  luxury  cars  are  a  bit 
more  focused  than  others. 


The  Infiniti  J30. 


©  1QQ4  Infiniti  D  wn  ton  oft,  issan  Motor  Corporation  U.S.A. 


Successful  people,  the  sort  that  gravitate  toward 
a  car  like  the  Infiniti  J30,  achieve  much  of  their  suc- 
cess by  focusing  on  where  they're  going,  rather  than 
where  they  are.  They  like  to  he  prepared  for  the  unex- 
pected—from investment  opportunities  an  usmess 
trends  to  sudden  potholes  and  careless  pedestrians. 

Such  people  can  truly  appreciate  the  safety  tech- 
nology that  went  into  our  projector  beam  headlights. 

The  lens  in  each  headlight  is  etched  to  focus 
light  from  a  separate  halogen  projector  bulb  into  a 
crisp,  sharp  beam,  with  less  diffusion  and  better 
visibility  than  you  get  with  ordinary  sealed  beam 
headlights.  Making  this  a  safety  feature  which  actu- 
ally works  for  two  cars  at  the  same  time,  since  any 
oncoming  vehicle  is  less  affected  by  glare. 

This  kind  of  thinking  —  along  with  other  safety 
features  like  ABS,  dual  air  bags  and  front  seat  belt 
pre-tensioners  —  is  standard  operating  procedure  when 
you're  building  cars  like  the  J30.  if  you'd  like  to  know 
more  a  bout  it,  callus  at  1-800-356-8636. 

Better  yet,  take  a  Guest  Drive  at  your  Infiniti 
showroom.  Preferably  at  night.  When  at  least  two  of 
our  features  are  at  their  most  illuminating. 

Its  everything  that's  possi  hk 
INFINITI® 
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Juicy  spreads 

Stockbrokers  sometimes  push 
Nasdaq  stocks  over  stocks  listed 
elsewhere  because  Nasdaq  offers 
plumper  spreads  for  brokers.  When 
we  so  reported  last  summer  (Aug. 
16, 1993),  the  National  Association  of 
Securities  Dealers  and  brokers  alike 
responded  with  detailed  rebuttals. 

Since  then,  other  voices  have 
weighed  in,  including  finance  profes- 
sors William  Christie  of  Vanderbilt 
University  and  Paul  Schultz  of  Ohio 
State.  The  professors  have  done  a 
study  that  includes  empirical  evidence 
showing  that  Nasdaq  marketmakers 
keep  Nasdaq  bid  and  ask  spreads  at  25 
cents  or  more.  That's  double  a  typi- 
cal spread  on  the  New  York  and 
American  exchanges. 

"Everyone  saw  the  Forbes  arti- 
cle," says  Christie.  "We  wondered  if 
you  were  being  too  strong.  Your 
story  was  right  on." 

-Kate  Bohner  Lewis 


Movie  posters  at  $50,000  and  up  •  Kodak's  partner  witti  a  difference 
Personnel  software;  screening  out  the  bums  •  The  S300  million  litigator 


Investors  Beware! 


The  hanky-panky 
behind  Nasdaq 
volatility 


Gimme  tax  shelter 

If  the  Rolling  Stones  were  a 
stock,  would  they  be  a  buy,  sell  or 
hold?  When  we  posed  that  question 
near  the  end  of  their  Steel  Wheels  tour 
(Oct.  2,  1989),  we  concluded  the 
red-hot  Stones  were  "fully  valued," 
and  investors  should  "take  profits." 

Wrong  we  were.  Five  years  on, 
Mick,  Keith  and  the  boys  are  back  on 
the  road  getting  more  financial  sat- 
isfaction than  ever.  Steel  Wheels  itself 
set  records  with  an  estimated  $70 
million  guarantee  for  the  band  and  a 


Rolling  Stones  Richards  (left)  and  Jagger 
The  bull  market  for  their  music  rolls  on. 


$175  million  gate.  With  Voodoo 
Lounge,  which  kicked  off  Aug.  1,  the 
Stones  commanded  an  even  higher 
guarantee  and  should  pull  in  a  cool 
$220  million,  suggests  Michael 
Cohl,  head  of  bcl  Entertainment  and 
promoter  of  both  tours. 

Industry  observers  say  such  pro- 
jections are  in  the  ballpark  but  won't 
be  easy  to  meet,  given  that  the 
Stones  are  touring  on  the  heels  of 
retro  acts  Pink  Floyd  and  the  Ea- 
gles. Then  again,  Forbes  and  others 
have  gotten  caught  before  under- 
selling the  Stones'  enduring  allure — 
the  stuff  of  which  rock  legends,  and 
fortunes,  are  made. -James  M.  Clash 

Country  to  country 

As  American  culture  became  more 
of  a  major  export,  Forbes  predicted 
that  country  music  would  take  more 
than  its  share  of  the  boom  (Mar.  2, 
1992).  Turns  out  we  weren't  bullish 
enough. 

While  the  country  craze  contin- 
ues domestically — last  year  some  200 
U.S.  radio  stations  converted  to  the 
Nashville  sound,  and  U.S.  record 
sales  hit  $1.8  billion — the  really  ex- 
plosive growth  potential  is  overseas. 
Foreign  record  sales  have  started  to 
take  off  in  the  last 
two  years.  And 
more  than  a  doz- 
en countiy 
stars  will  perform 
abroad  this 
year.  Top  act 
Garth  Brooks 
will  be  in  Austra- 
lia, New  Zea- 
land and  Europe. 
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Critically  acclaimed. 
Now  available  on  video. 


"The  J30t  offers  good  power,  a  high  level 
of  refinement,  numerous  safety  features, 
an  exhaustive  list  of  standard  creature 
comforts,  and  a  heautiful  body  to  hoot'.' 

Car  and  Driver 
September  1993 


".  ..an  excellent  performer  in 
all  situations,  from  high- 
speed merges  to  passing. 

New  York  Post  Auto  Saturday 

April  24,  1993 


"A.  highly  refined  rear- 
drive  sedan,  absolutely 
dripping  with  luxury'.' 

Road  &  Track,  1993 
Complete  Car  Buyer's  Guide 


Built  to  tolerances  of  .001  inch.  State-of-the- 
art  construction  and  design.  Full  spectrum  sound. 

And  we're  just  talking  about  our  video.  Which, 
by  no  mere  coincidence,  is  the  ideal  way  to  b  ecome 
acquainted  with  a  luxury  sedan  that  has  received 
enthusiastic  "thumbs  up  "  from  critics  and  drivers 
alike:  The  Infiniti  J30. 

To  receive  a  copy  of  our  video,  or  to  arrange  for 
a  Guest  Drive,  simply  call  our  toll-free  number. 

Who  knows  ?  It  cou  Id  be  the  one  time  you  and 
the  critics  find  yourselves  in  complete  agreement. 

1-800-458-8517 

It's  everything  that's  possible^ 
INFINITI. 


"A.  jewel  of  a  sedan: 
beautifully  cut  and 
nearly  flawless'. 

Car  and  Driver 
September  1993 


1QQ4  Infiniti  Di  vision  of  Nissan  Motor  Corporation  U.S.A. 


My  grandfather  was  a  harness  maker. 
He  started  making  products  to  please  a 
horse  not  a  human.  It  was  all  about  move- 
ment. If  the  horse  moved  well,  the  rider 
was  happy. 

The  same  is  true  for  the  Hermes  scarf. 
You  can  truly  see  its  beauty 


see  rhythm,  colors,  sound,  music.  The 
workroom  is  a  magic  place.  There  was  a 
time  when  the  customer  would  pay  with  a 
piece  of  paper,  "I  owe  Hermes..."  And 
then  another  said,  "I  have  an  American 
Express®  Card,"  and  we  thought,  "Why 


the  PRODUCT.  The  customer 
gives  LIFE  TO  IT. 


5? 


when  it  is  moving.  I  am  embarrassed 

to  speak  about  a  scarf  like  a  still  life  piece, 

you  know. 

The  story  of  Hermes  is  completely 
linked  with  the  materials  -  leather,  silk, 
silver,  wood,  gold,  cotton,  cashmere.  When 
I  think  of  Hermes,  I  don't  see  one  person,  I 


l't  Leave  Home  Without  It! 


not?"  It  is  a  very  good  way  to  be  happy 
at  Hermes. 

American  Express  gives  life  to  a  lot  of 
dreams.  We  even  know  how  to  make 
them  come  true. 

Jean-Louis  Dumas-Hermes 
Chairman,  Hermes 


Forty-four  years  ago,  I  became  the  first  Neuberger  &  Berman  mutual  fund  investor.  Today,  my  partners 
and  I,  together  with  our  employees  and  their  families,  have  over  $100  million  of  our  own  money  in  our 
no-load  funds.  I  invite  you  to  call  now  and  find  out  about  joining  us  as  a  Neuberger  &  Berman  investor.  I 
think  you'll  decide  that's  a  smart  idea  -  even  if  you're  not  an  employee.  1-800-877-9700,  ext.  3600. 


Neub  erger    B  er man  Funds 


Each  prospectus  contains  more  complete  information  about  our  funds,  including  management  fees  and  expenses.  Read  it  carefully  before  you 
invest  or  send  money.  ©Neuberger  &  Berman  Management  Incorporated,  Distributor.  FOB10/94 


"If  you're  not  global,  you're  out  of 
business,"  says  Bob  Saporiti,  vice 
president  of  marketing  at  Warner/ 
Reprise  Nashville. 

Another  winner:  Country  Music 
Television,  which  has  attracted  over 
8  million  European  viewers  in  two 
years.  It  just  added  Asia  and  will  air  in 
Latin  America  by  January  1995. 

"Overseas  there's  no  negative 
stereotype  attached  to  country,"  says 
cmt  Worldwide  Vice  President  Hal 
Willis.  "It  sells  as  mainstream  Ameri- 
can music."     -Robert  La  Franco 

Italian  nosedive 

Three  years  ago  we  applauded 
Giovanni  Bisignani,  now  47,  for  turn- 
ing around  Alitalia,  Italy's  bloated, 
government-controlled  airline  (July 
21,  1991).  The  Harvard-trained 
managing  director  was  gaining  mar- 
ket share  via  improved  productivity, 
new  planes  and  better  service. 

But  shortly  after  that  story  ap- 
peared, Alitalia  went  into  a  financial 
nosedive  and  wound  up  losing 
$220  million  last  year.  Bisignani  was 
tossed  out  in  January  of  this  year. 


Giovanni  Bisignani,  Alitalia's  ousted  boss 
He  steered  the  airline  deep  into  the  red. 


What  happened? 

Bisignani  cut  fat,  but  not  enough. 
Alitalia's  operating  costs  remained  6% 
above  the  industry  average  on  his 
watch.  That  left  Alitalia  vulnerable  to 
fare  wars  and  Europe's  recession, 
which  kept  its  new  planes  empty. 

New  Managing  Director  Roberto 
Schisano,  former  president  of  Texas 
Instruments  Europe,  is  aiming  to  cut 
operating  costs  12%  before  Europe 
deregulates  airlines  in  1997.  Unless 
he  succeeds,  Italy's  plan  to  privatize 
Alitalia  may  not  get  off  the  ground. 

-David  S.  Fondiller  eh 


"Dorit  push,  there's 
room  for  everybody." 
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NationsBank  Is  Pleased  To 
Announce  The  Recent  Opening  Of 
NationsBank  Trust  Company  Of  New  York 


55  Broadway 
New  York  City 
(212)  383-5900 

Providing  a  full  range  of 
institutional  and  personal  trust  services 


NationsBank 

©1994  NationsBank  Corporation. 
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Dwayne's  world 

What's  A  processor  of  agricultural 
products  like  soybeans  doing  in  the 
newspaper  business?  Industrialist 
and  political  power  broker  Dwayne 
Andreas  has  just  had  his  Archer 
Daniels  Midland  lay  down  $9.5  mil- 
lion for  10%  of  the  nonvoting  shares 
of  American  Publishing  Co.,  which 
runs  some  340  newspapers  in  the 
U.S.  The  investment  makes  Andreas  a 
junior  partner  of  Canadian  press 
lord  Conrad  Black,  who  controls  the 
big  chain,  which  now  includes  the 
Chicago  Sun-Times. 

The  question  answers  itself. 
While  Andreas  is  already  a  power  in 
Washington,  especially  in  matters 
that  concern  agricultural  policy,  he 
probably  figures  it  won't  hurt  to 
have  a  megaphone  in  the  heartland. 
And  Black  probably  figures  Andreas 
can  be  a  useful  partner  when  it  comes 
to  expanding  the  Black  media  em- 
pire in  the  U.S.    -Richard  Phalon 

Jolted  into  cyberspace 

Jolt  Cola  debuted  in  1986  prom- 
ising twice  the  caffeine  of  Coke  or 
Pepsi  but  failed  to  fizz.  Now  it  is 
showing  new  life,  thanks  to  its  72- 
milligrams-per-can  super  caffeine 
kick.  Folks  trying  to  stay  alert  while 
hunched  over  computers  find  it  use- 
ful. "Our  programmers  swear  by  it," 
says  Derryl  DePriest,  Time  Warner 
Interactive's  product  manager.  At  the 


The  Jolt  Product  Excellence  Award 
More  buzz  with  your  bytes. 


Rochester  Institute  of  Technology, 
the  dorm  for  computer  science  majors 
even  stocks  the  stuff  in  vending  ma- 
chines. Software  Development  maga- 
zine's annual  "Jolt  Product  Excel- 
lence Award"  is  a  can  of  Jolt  encased 
in  Lucite. 

"When  the  computer  industry 
embraced  Jolt,  it  provided  a  level  of 
maturity  for  the  product,"  says  Jolt 
President  C.J.  Rapp.  These  days  Rapp 
is  promoting  the  high-octane  cola 
as  a  mixer,  with  encouraging  results. 
Bars  have  started  serving  a  rum 
and-Jolt  cocktail  called  a  Jumper 
Cable.  -R.  Lee  Sullivan 

Blackout 

Mexicans  got  a  surprise  when  they 
tuned  in  U.S.  TV  on  their  presidential 
election  day  last  month.  Local  cable 
operators  blocked  transmissions  from 
the  big  three  U.S.  networks  until 
hours  after  the  polls  had  closed.  In 
CNN's  case,  whenever  it  cut  to  a  live 
report  from  Mexico,  viewers  were 
treated  to  substitute  programming. 

Lucia  Newman,  CNN's  Mexico 
City  bureau  chief,  says  she  was  never 
notified  that  her  reports  would  not 
be  shown  in  Mexico.  "We  started  get- 
ting calls  saying,  'Where  is  your  live 
coverage?'  "  she  says.  "We  were  not 
called.  We  were  not  informed. 
Nothing.  Nada." 

What  happened?  Mexican  offi- 
cials claim  the  shutoffs  were  sponta- 
neous and  voluntary.  Maybe  so,  but 
the  suspicion  is  that  the  Mexican  gov- 
ernment simply  did  not  trust  the 
U.S.  broadcasters  to  observe  its  em- 
bargo on  broadcasting  exit  poll  re- 
sults until  after  the  polls  closed.  The 
embargo  was  intended  to  make  sure 
that  exit  poll  results  did  not  influence 
people  yet  to  vote.   -Lisa  Bransten 


Uncripplingthe  Crimea 

The  Crimea,  one  of  Ukraine's 
hopes  for  attracting  a  lucrative  resort 
trade,  has  a  major  drawback:  The 
area  is  still  infested  with  unexploded 
bombs  and  artillery  shells  from 
fierce  World  War  II  battles.  To  the 
rescue:  Texas  a&m's  center  for  infra- 
structure engineering.  It  has  pro- 
posed to  Ukraine  that  the  center  use 
satellite  global  positioning  systems 
and  geographic  information  sys- 
tems to  locate  and  safely  remove  the 
ordnance. 

"It's  a  great  place  to  vacation," 
says  Dr.  Robert  Lytton,  the  center's 
director,  "provided  people  aren't 
afraid  to  walk  out  in  the  woods  and 
step  on  a  bomb." 

Badger  game 

Bucky  Badger,  the  University  of 
Wisconsin's  famed  mascot,  pays  a  lot 
of  faculty  salaries:  Licensing  the  im- 
age brought  the  university  $1.4  mil- 
lion last  year  after  Wisconsin  made 
its  first  Rose  Bowl  appearance  in  3 1 
years.  In  1990,  after  unlicensed  im- 
ages of  Bucky  Badger  making  an  ob- 
scene gesture  began  showing  up  on 
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everything  from  condoms  to  T  shirts, 
the  university  registered  Bucky  with 
the  U.S.  Patent  &  Trademark  Office. 
Some  local  merchants  appealed,  ar- 
guing that  peddlers  of  goods  with  the 
image  didn't  have  to  collect  royal- 
ties for  the  school  because  it  had  wait- 
ed such  a  long  time  to  protect 
Bucky. 

This  June  Patent  &  Trademark 
upheld  the  university,  finding  that 
"abandonment  occurs  only  when  a 
mark  loses  its  significance  as  a  mark." 
"There  is  only  one  Bucky  Badger," 
crows  Vincent  Sweeney,  Wisconsin's 
marketing  director.  "We  have  a  lot 
of  equity  built  up  in  him." 

Some  300  other  schools,  also 
with  registered  symbols,  heaved  a  col- 
lective sigh  of  relief.  They  reap  mil- 
lions every  year  from  licensing  the  use 
of  their  symbols.  Last  year  total  li- 
censing revenues  for  U.S.  colleges 
and  universities  were  more  than  $2 
billion.  -R.L.S. 


Who  needs  MCI? 

In  late  August  aspiring  national 
wireless  phone  carrier  Nextel  watched 
its  quasi  merger  deal  with  MCI  col- 
lapse. Nextel  stock,  already  near  its 
52 -week  low,  dove  26%  in  one 
week.  But  Nextel  Chairman  Morgan 
O'Brien  has  already  arranged  an  es- 
cape hatch  for  his  company. 

Earlier  in  August,  when  MCI  was 
wrangling  over  terms  of  the  deal  with 
Nextel's  major  shareholder,  Motor- 
ola, O'Brien's  former  colleagues  at 
the  Federal  Communications  Com- 
mission changed  their  mind  on  a  key 
rule  that  had  prevented  some  deep- 
pocketed  companies  from  bidding  on 
Nextel. 

The  change  means  that  with  MCI 
out  of  the  picture,  some  of  the  region- 
al Bell  companies  may  be  able  to 
step  in.  Here's  why:  When  Nextel's 
taxi  dispatch  radio  licenses  were 
carved  out  of  the  same  frequency 
spectrum  that  contains  the  cellular 
"phone  band,  local  phone  companies 
were  given  cellular  franchises  in 
their  regions  but  banned  from  own- 
ing any  dispatch  licenses. 

Once  die  FCC  makes  final  its  deci- 
sion to  drop  the  dispatch  ban,  the 
Bells  or  even  GTE  or  Sprint  could 
conceivably  bid  for  his  company. 

-Gary  Samuels  WM 
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Investor's  Business  Daily 

FREE  FOR  2  WEEKS!! 

Just  call  the  toll-free  number  listed  below  and  you'll  receive 
2  weeks  (10  issues)  of  Investor's  Business  Daily  ABSOLUTELY 
FREE  ...  no  strings  attached.  Plus,  you'll  also  receive  a  FREE 
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Are  You 
Hearing 
Everything? 

If  some  things  don't  sound 
right,  you  could  have  a 
hearing  problem.  Do  you  ask 
people  to  repeat  things?  Can 
you  hear  telephone  callers 
clearly?  Do  others  complain 
that  your  radio  or  TV  is  too 
loud?  No  matter  what  your 
age  —  young  or  old  —  hearing 
problems  can  be  baniers  to 
success  in  school  or  at  work. 
If  you  have  trouble  hearing, 
contact  an  audiologist. 

A  hearing  problem  is  one 
problem  you  don't  have  to 
live  with. 


AMERICAN 
SPEECH-l-ANCUAGE- 
HEARING 
ASSOCIATION 


For  additional  information  on  hearing 
loss  and  audiologists  in  your  area,  call 
1-800-638-8255. 


ncftucno  ohi 


Nous  accusons! 

Sir:  As  representatives  of  major  U.S. 
linns  in  France,  we  at  the  American 
Chamber  of  Commerce  in  France 
find  the  column  "Too  clever  by  half" 
(Aug.  15)  misleading  and  mischie- 
vous. The  American  Chamber  of 
Commerce  in  France  is  celebrating  its 
one-hundredth  anniversary  this  year. 
We  have  observed  at  close  hand  the 
extraordinary  economic,  political  and 
social  developments  in  France.  The 
resiliency  of  the  French  economy  and 
the  fundamental  strength  of  France's 
political  system  and  social  fabric  have 
been  well  proven.  We  see  no  reason  to 
believe  that  the  confidence  in  France 
demonstrated  by  nonresident  portfo- 
lio and  direct  investors  to  date  will  be 
disappointed. 
-Richard  G.  Asthalter 
President 

American  Chamber  of  Commerce 

in  France 
Paris,  France 

Blind  spot 

Sir:  Re  "Rebuilding  dec"  (Aug.  15). 
As  your  article  correctly  pointed  out, 
one  reason  for  dec's  current  crisis  is 
that  it  failed  to  recognize  the  fact  that 
proprietary  systems  were  becoming 
obsolete.  Since  dec  has  been  slow  in 
providing  its  customers  with  its  own 
open  system  technology,  third-party 
software  development  for  Alpha  has 
been  almost  nonexistent. 
-Thomas  V.  Geimer 
Chairman 

Accelr8  Technology  Corp. 
Denver,  Colo. 

Sick  of  stogies 

Sir:  Re  "Cigar  power"  (Aug.  1). 
After  watching  my  neighbor  die  of 
cancer  of  the  mouth,  I  learned  the 
power  of  cigar  smoking.  Shame  on 
you  for  approving  of  this  vile  and 
vulgar  habit. 
-Gail  L.  Diehl 
Lag  una  Niguel,  Calif. 

A  taxing  solution 

Sir:  Re  Fact  &  Comment  (July  18). 
Require  every  member  of  Congress  to 
complete  his  own  tax  form.  He  would 
be  put  in  a  comfortable  room  with  all 
die   necessary   information   and  a 


phone  that  rang  only  at  a  random  IRS 
information  office.  When  his  form 
was  complete,  he  could  come  out. 
Within  months  your  flat  tax  would 
have  sailed  through  Congress. 
-David  C.  Herriman 
Covington,  Ky. 

It's  a 

wonderful  life 

Sir:  Re  "Great  expectations"  (July 
18).  You  underestimate  variable  uni- 
versal life.  Not  all  insurance  salespeo- 
ple or  insurance  companies  use  out- 
landish illustrations.  Variable  life  is 
not  as  profitable  for  salespeople. 
Commissions  are  lower  and  regulated 
by  the  sec. 

-Ben  G.  Baldwin  Jr. 
President 

Baldwin  Financial  Systems,  Inc. 
Northbrook,  III. 

Sir:  You  completely  overlook  the  fact 
that  the  funds  [in  a  variable  life  policy] 
grow  on  a  tax-deferred  basis  and  in 
most  cases  can  be  withdrawn  before 
age  59V2  without  incurring  the  IRS 
penalties  that  would  be  imposed  on 
other  tax-deferred  vehicles  such  as 
IRAS  and  annuities. 
-Shirley  A.  Ray 
Valrico,  Fla. 

Part  of  the  minority? 

Sir:  The  problem  with  the  way  mi- 
nority set- asides  are  set  aside  these 
days  is  that  everyone  is  a  minority 
( "Fighting  over  the  spoils,"  Aug.  15). 
White  women  should  hardly  be  classi- 
fied as  minorities.  Asians?  Economi- 
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|[cally  they  seem  to  be  doing  as  well  or 
abetter  than  society  in  general.  His- 
m  panics?  Weren't  they  also  part  of 
I  the  European  "conquerors"  who 
I  brought  death  and  destruction  to  the 
I  indigenous  people  of  the  Americas? 

Blacks  are  the  only  ones  who  were 
|  dragged  here  in  chains  against  their 
will.  This  European-American  feels 
that  it  is  to  every  American's  advan- 
tage to  demonstrate  to  those  who 
) '  have  truly  and  systematically  been 
;  discriminated  against  that  entrepre- 
i  neurship  is  the  best  way  to  become 
part  of  the  most  successful  economic 
1  system  the  world  has  ever  known. 
:  -Denton  Taylor 
Brooklyn,  N.T. 

Don't  junk 
the  junk 

I  Sir:  I  provided  a  distressed  securi- 
I  ties  focus  list  to  Forbes  to  highlight 
B  the  increased  amount  of  debt  secu- 
1  rities  trading  at  distressed  prices 
a  (Streetwalker,  Aug.  15).  Securities 
1  trading  at  distressed  prices  are  dif- 
I  ferent  than  distressed  companies.  I 
ji  in  no  way  implied  the  companies 

highlighted  on  the  list  would  de- 
I  fault  on  their  obligations.  I  am 
1  recommending  the  purchase  of  the 
I  securities  of  many  companies  on  the 
|i  list  due  to  their  undervalued  and 
n  misunderstood  nature. 

-Raymond  Cheesman 
|  Research  Analyst 
;  Jefferies  &  Co.,  Inc. 
;  Los  Angeles,  Calif. 

Know  thy  funds 

I :  Sir:  Your  listing  of  Best  Buys  in  the 
;  international  stock  funds  (Aug.  29) 

I  includes  Vanguard  Special-Gold  & 
Precious  Metals,  with  up  and  down 

II  performance  grades  of  D  and  D,  and 
Invesco  Strategic-Gold,  with  F  and 
D.  And  these  are  the  best  buys?  I 

j  mean,  with  friends  like  that.  .  .  . 
I]  -Herbert  W.  Zimmerman 
]•  Lancaster,  Pa. 

These  funds  are  among  the  most  eco- 
I  nomical  of  their  peers.  Their  Forbes 
I  performance  grades  cover  the  last  three 
]  up-and-down  market  cycles,  dating 
I  back  to  Mar.  31,  1984,  but  their  Best 
I  Buy  rankings  are  based  on  perfor- 
I  mance  over  the  past  five  yea  rs.  -Ed  . 


Whatever  you  do, 
dorA  shake  the  magazine. 
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From  The  Ben  ham  Group  . . . 

America's  #1 
Money  Market  Fund 


Benham  Prime  Money  Market  Fund 

If  you're  looking  for  a  safe  way  to  earn  high  current  yields, 
consider  America's  highest-yielding  money  market  fund. 
Benham  Prime  Money  Market  Fund 
ranked  #1  of  461  general  taxable 
money  funds  based  on  its  seven-day 
current  yield  through  8/23/94.* 


Seven-Day  Current  Yield 


4.74% 

(through  8/23/94) 


Call  1-800-331-8331 

for  your  free  guide  and  current  yields 

□  The  Benham  Group® 

True  no-load  mutual  funds 

You  will  receive  a  prospectus  describing  management  fees  and  expenses  to  read  carefidly  before  you  invest.  Yields 
will  van/  and  do  not  guarantee  future  results.  We  are  temporarily  waiving  expenses;  othenvise,  the  Fund's  current 
yield  would  have  been  4.24%,  and  its  ranking  might  have  been  lower.  An  investment  in  the  Fund  is  neither  insured 
nor  guaranteed  by  the  U.S.  government,  and  there  can  be  no  assurance  that  the  $1.00  share  price  will  be  maintained. 
*Source:  Mone\j  Fund  Report®,  published  by  IBC/Donoghue,  Inc.  Benham  Distributors,  Inc.  M4FBS 
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"With  all  thy  getting  get  understanding' 


Fact  and  Comment 


By  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


IT  AIN'T  OVER 

President  Clinton's  failure  to  pass  a  massive  health  care 
bill  does  not  mean  the  threat  of  socialized  medicine  has 
passed.  Advocates  are  pursuing  two  approaches  that  may 
yet  win  them  victory. 

One  is  a  legislative  Trojan  horse:  Get  Congress  to  pass  a 
supposedly  bare-bones  bill  and  use  that  as  a  vehicle  to 
promulgate  rules  and  regulations  that  will,  eventually,  lead 
to  a  de  facto  nationalization  of  America's  medical  care.  One 
obvious  method  would  be  to  allow  Washington  to  define 
what  a  "minimum'"  health  insurance  policy  must  cover. 
The  power  to  define  these  so-called  mandates  would  have 
every  medical  specialty  and  institution  furiously  lobbying  in 
Washington  to  be  included  in  the  package.  That,  of  course, 
would  mean  a  new  flood  of  political  contributions  and,  as 
experience  on  the  state  level  has  demonstrated,  enormously 
increased  health  insurance  costs.  Those  high  prices  natural- 
ly create  pressures  for  subsidies  and  more  regulations. 

Minnesota  (Forbes,  Sept.  12)  is  a  gruesome  example  of 
how  the  Trojan  horse  tactic  can  work.  What  began  as  a 
$1.3  million  program  to  provide  basic  health  care  for 
pregnant  women  and  for  children  under  8  whose  families 
were  low-income  and  uninsured  rapidly  mushroomed 
into  a  system  verging  on  socialized  medicine  that  is 
already  costing  Minnesota  nearly  $1  billion  a  year. 

The  other  approach  of  socializers:  state  referendums. 
California  has  on  its  November  ballot  an  initiative  that 
makes  the  Clinton  plan  look  like  the  essence  of  free 
enterprise.  If  passed,  California  would  have  a  Canadian- 


'TIL  IT'S  OVER 

style,  single-payer  health  care  system  exceeded  in  size 
only  by  those  of  Japan,  Germany  and  France.  The  Golden 
State  now  has  a  budget  of  $57  billion.  By  1998  health 
care  alone  would  cost  at  least  $140  billion. 

The  initiative  would  create  a  health  care  commissar  and 
an  array  of  new  bureaucracies  that  would  establish  what 
health  care  procedures  are  permissible,  decree  what  rates 
doctors  may  charge,  set  budgets  for  hospitals  and  HMOs, 
list  permissible  pharmaceuticals  and  the  prices  at  which 
these  medicines  could  be  sold,  and  determine  capital 
budgets  for  hospitals  and  clinics.  The  state  could  even 
require  physicians  to  obtain  bureaucratic  permission  be- 
fore they  could  accept  new  patients. 

To  pay  for  all  of  this,  California  businesses  would  be 
slammed  with  payroll  taxes  reaching  8.9%;  individuals 
would  be  hit  with  surcharges  on  state  income  taxes, 
which  are  already  among  the  nation's  highest.  There 
would  be  other  levies  as  well. 

That  such  a  monstrosity  could  actually  pass  is  appalling. 
Proponents  are  using  the  usual  seductive,  misleading 
arguments,  such  as  the  promise  of  universal  coverage, 
lower  costs  and  administrative  efficiency.  They  claim  that 
patients  would  still  be  able  to  choose  their  doctors,  even 
though  that  right  would  be  severely  curtailed. 

Statists  figure  that  if  they  win  in  California,  they  can 
win  in  other  states,  particularly  as  it  will  take  several  years 
before  the  full,  devastating  impact — lost  jobs  and  lower- 
quality  health  care — is  fully  felt. 


RESCUING  AND  REVIVING  RADIOS  FOR  DEMOCRACY 

The  Clinton  Administration  has  achieved  an  unnoted  Russia  and  other  parts  of  the  former  Soviet  Empire,  Radio 
but  important  foreign  policy  success.  It  persuaded  Con-     Liberty  is  the  only  thorough,  reliable  source  of  domestic 


gress  and  Executive  Branch  skeptics 
to  preserve  Radio  Free  Europe  and 
Radio  Liberty  and  to  move  their 
headquarters  from  Munich  to  Prague. 

RFE/RL  played  a  critical  role  in 
winning  the  Cold  War.  When  asked 
several  years  ago  about  how  impor- 
tant RFE  was  in  undermining  Com- 
munism, Lech  Walesa  answered, 
"What  is  the  earth  without  the  sun?" 

What  is  underappreciated  here  is 
that  these  stations  are  still  vital  instru- 
ments in  the  post-Soviet  world.  In 


Czech  President  Havel,  President  Clinton: 

Helping  fan  flickering  flames  of  democracy. 


news.  It  has  a  chain  of  stringers  and 
correspondents  that  is  unrivaled.  Lo- 
cal media  are  coming  under  increas- 
ing government  pressure  to  toe  the 
government  line.  States  not  only 
control  radio  and  TV  licenses,  but  in 
Russia  and  in  neighboring  countries 
bureaucrats  determine  which  period- 
icals get  newsprint  and  paper  and 
which  get  distributed. 

The  move  from  Munich  to  Prague  is 
essential  for  several  reasons.  Operat- 
ing costs  will  be  slashed.  Of  more 
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symbolic  import,  the  front  line  of  freedom  is  moved  from 
Germany,  an  appropriate  location  during  the  Cold  War,  to 
Central  Europe,  an  apt  abode  in  the  post-Cold  War  world. 

Czech  Republic  President  Vaclav  Havel  had  asked 
President  Clinton  that  the  move  be  made.  Havel  and  other 
Central  Europeans  want  to  establish  as  many  ties  with  the 
U.S.  and  the  West  as  possible.  They  know  how  precarious 
the  process  of  democratization  will  continue  to  be,  and 

FALSE  SENSE 

General  Electric  boss  Jack  Welch  recently  made  a 
speech  that  CEOs  should  take  to  heart.  In  remarks 
entitled  "Global  Competitiveness:  America  in  the  Eye  of 
the  Hurricane,1'  Welch  stressed  that  the  weak  dollar, 
which  has  temporarily  helped  our  exports  and  hurt  com- 
petitive imports,  may  be  seducing  executives,  economists 
and  politicos  into  thinking  that  we  are  more  efficient, 
better  globally  positioned  than  we  really  are.  "While  we 
pat  ourselves  on  the  back,  global  competitors  are  working 
with  feverish  intensity  to  overcome  the  disadvantages  of 
their  economies  and  their  currencies." 

Japanese  businesses  have  been  battered  by  the  grossly 


they  viscerally  fear  a  U.S.  return  toapre-World  War  II  type 
of  isolationism.  The  President  wisely  responded,  yes. 

The  move  to  the  Czech  Republic  is  appropriate 
for  another  reason.  The  Czechs  have  long  been  the 
most  economically  advanced,  democratically  minded 
people  of  Central/Eastern  Europe.  Yet  they  were  be- 
trayed by  the  West  in  1938  to  the  Nazis  and  again  in 
1948  to  the  Communists. 

OF  SECURITY 

overpriced  yen.  Nonetheless,  Tokyo  last  year  exported  a 
record  $350  billion  worth  of  products.  Japanese  compa- 
nies are  furiously  cutting  costs  and  finding  ways  to  in- 
crease productivity.  "I  could  make  the  case,"  said  Welch, 
"that  the  powerful  yen  is  the  best  thing  that  ever  hap- 
pened to  Japanese  competitiveness." 

For  20  years,  Washington  policymakers  have  mistaken- 
ly believed  that  devaluing  the  dollar  is  a  fast,  effective  way 
to  beat  out  foreign  competition.  That's  a  fool's  game,  as 
Japan  and  others  have  repeatedly  demonstrated. 

Hard  work  and  innovation,  not  currency  manipulation, 
are  the  keys  to  increasing  the  nation's  wealth. 


MAKING  DIRECTORS  MORE 

Publicly  held  companies  should  follow  the  examples  of 
Travelers  Inc.  and  Scott  Paper,  which  compensate  their 
outside  directors  with  stock  instead  of  cash.  What  better 
reminder  to  those  legally  responsible  for  the  company's 
behavior  and  health  as  to  whom  they  are  supposed  to  be 
serving — the  company's  owners. 

Shareholders  will  be  able  to  see  year-to-year  whether 


ENTREPRENEURIAL-MINDED 

directors  have  enough  faith  in  their  companies  to  keep 
the  stock  or  whether  they  have  unloaded  some  or  all  of  it, 
information  which  should  prompt  interesting  questions 
at  annual  meetings. 

At  too  many  corporations  it  is  an  open  scandal  that  non- 
inside  board  members  (and  sometimes  top  executives) 
own  so  little  equity  in  the  outfits  they  presume  to  guide. 


ANIMAL  HOUSE 


The  truism  that  pressure  groups  can  change  our  sensibil- 
ities, can  change  what  is  tolerable  and  what  is  taboo,  was 
brought  home  to  me  the  other 
day  at  an  antique  store  where  I 
found  a  35-year-old  annual  re- 
port of  a  noted  research  labora- 
tory. On  the  cover  is  a  picture  of 
lab  mice.  Inside  are  more  pho- 
tos of  animals,  including  one  of 
a  cute  cocker  spaniel  involved 
in  a  noncute  experiment. 
So  violent  has  been  the  pro- 


test of 
at  the 


animal-rights  groups  that  labs  today  would  shudder 
mere  thought  of  publicizing  the  fact  that  they 
operate  on  animals.  You  won't 
find  many  modern-day  scien- 
tists listing  their  names  in  slick 
publications  next  to  experi- 
ment descriptions  of  what  they 
do  to  rabbits  or  dogs  ("pup- 
pies remain  in  small  cubicles 
continuously,  except  for  brief 
periods  of  controlled  exper- 
ience") in  the  name  of  science. 


RESTAURANTS— GO,  ,  STOP 

Here  is  the  distilled  wisdom  of  brothers  Bob,  Kip  and  Tim,  and  other  Forbes  eatery  experts  Jeff  Cunningham  and  Tom  Jones. 


•  Tribeca  Grill— 375  Greenwich  St.  (Tel.:  941- 
3900).  Hip  and  trendy  place.  Very  good  food.  Desserts 
especially  noteworthy. 

•  Cafe  des  Artistes— 1  West  67th  St.  (Tel.:  877- 
3500).  Has  long  been  one  of  New  York's  most  popular 
restaurants — and  deservedly  so.  Two  highlights:  black 
bean  soup  and  grilled  swordfish. 

Primavera — 1578  First  Ave.,  at  82nd  St.  (Tel.: 
861-8608).  Inconsistent.  Sometimes  great.  Sometimes 
awful.  Should  get  its  act  together. 

•  Chin  Chin— 216  East  49th  St.  (Tel.:  888-4555). 
The  Chinese  restaurant  for  people  who  don't  like  Chinese 
restaurants.  Menu  filled  with  unusual  and  delicious  fare. 


Chicken  dumplings,  lobster  rolls  and  shrimp  dumplings, 
all  first-rate.  Grilled  baby  quail  and  Grand  Marnier 
shrimp,  exquisite.  Prices  substantially  higher  than  at  most 
Chinese  restaurants.  So  is  quality. 

•  Solera— 2 1 6  East  5  3rd  St .( tel. :  644 - 1 1 66 ) .  Alterna- 
tive to  French  and  Italian  restaurants.  Food  at  this  stylish 
Spanish  restaurant  can  be  outstanding  (for  example,  the 
breast  of  duck  with  pear  and  foie  gras  in  a  red  wine  pear 
sauce),  but  mostly  it  is  just  good  Mediterranean  fare. 

•  La  Petite  Ferme — 973  Lexington  Ave.,  near  70th 
St.  (Tel.:  249-3272 ).  Warm  and  comfortable  retreat  from 
Big  Apple  hustle  and  bustle.  Lobster  bisque,  superb.  Red 
snapper  is  tender,  flaky,  flavorful.  M 
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LEAPER5MIP  IS  SEIN6  SUCCE55FUL  FOR  OVER  125  WEARS. 


These  days,  especially  in  the  financial  world,  a  company  that's  over  a  century  and  a  quarter 
old  is  obviously  doing  the  right  things.  MetLife  was  founded  in  1868  and  since  then  we've  become 
the  largest  issuer  of  life  insurance  in  North  America  (face  value  $1 .2  trillion).  We  have  $8.1  billion 

in  total  capital,  $163.4  billion  in  assets  under  management,  and  in  1993  paid  out  $32.2  billion 
to  policyholders  and  beneficiaries.  Nothing  succeeds  like  success. 


SET  MET.  ITPAV5! 

O  MetLife* 


SNOOPY:  ©  1958,  United  Feature  Syndicate,  inc. 


94074W6-MLIC-LD  ©  1994  Metropolitan  Life  Insurance  Co.,  NY  K, 


Time  trudges  aloj\g. 

SO  DO  YOU. 

Them  om:  day  you  pis  coyer 
the  gas  pedal. 


Microsoft  Office. 

Now  OPTIMIZED 

for  Power  Macintosh. 


Microsoft 


Power  Macintosh. 
Runs  Microsoft  Office 
at  accelerated  speed. 


Applet 


Get  more  information. 
Call  1-800-343-9595.  ex..  100. 
And  step  on  it. 


Other  Comments 


Just  Compensation 

President  Clinton  should  give  Mi- 
chael Milken  a  full  pardon  for  his 
frame-up  by  U.S.  attorneys,  grant  full 
restitution  for  the  extorted  fines,  and 
appoint  him  Treasury  Secretary.  Mil- 
ken would  bring  to  the  Treasury  not 
only  the  missing  financial  skills  but 
also  the  missing  veracity.  His  pres- 
ence would  elevate  the  moral  tone  of 
the  entire  Administration. 
-Paul  Craig  Roberts,  Business  Week 

Bad  Elixir 

Backers  of  the  "California  Health 
Security  Act"  claim  that  the  proposed 
single-payer  system  is  a  cure-all  for  the 
challenges  California's  health  care  sys- 
tem faces.  Their  claims  do  not  with- 
stand scrutiny.  Single-payer  is  the 
health  care  version  of  destroying  the 
village  in  order  to  save  it.  Govern- 
ment-monopoly health  care  will  injure 
the  health  of  California  and  its  citizens. 
-Sally  C.  Pipes  and  Michael  Lynch, 

Pacific  Research  Institute  for 

Public  Policy 

Prepare  for  Tsunamis 

What  are  we  going  to  do  when  a 
restructured  and  hungry  Europe  and 
a  lean,  low-cost  Japan,  with  im- 
proved local  economies,  come  roar- 
ing back?  Show  them  our  press  clip- 
pings? And  what  happens  if  the  yen 


swings  back  to  over  130,  as  it  was  just 
two  years  ago,  and/or  the  D  mark 
moves  toward  2? 

If  the  Japanese  are  preparing  to 
compete  at  90  yen,  we  must  be  ready 
to  compete  at  130,  and  until  we  are, 
we  delude  ourselves  if  we  think  we 
are  in  control  of  our  own  fate. 
-John  F.  Welch  Jr.,  Chairman  and 
CEO,  General  Electric  Co.,  "Glob- 
al Competitiveness:  America  in  the 
Eye  of  the  Hurricane." 

I  consider  myself  some  sort  of 
liberal,  but  I  don't  like  where 
liberalism  has  gone  in  this 
country  in  the  last  20  years.  It's 
become  mindless — medallion- 
wearing  and  placard -bearing. 
It's  a  cover  also  for  a  great  deal 
of  resentment  and  hatred,  these 
terrible  outbursts  from  people 
whose  principles  are  affronted 
when  you  disagree  with  them. 
It's  a  bad  moment  in  the  histo- 
ry of  the  country. 
-Saul  Bellow,  The  New  Yorker 

Chemical  Dependence 

Cream  used  to  come  in  pitchers. 
These  days  it  comes  in  little  plastic 
trapezoids.  If  you  get  any  of  it  into 
your  coffee  instead  of  onto  your 


shirt,  what  it  tastes  like  is  water,  hy- 
drogenated  palm  kernel  oil,  sodium 
caseinate,  sugar,  di-potassium  phos- 
phate, propylene  glycol  monostea- 
rate,  polysorbate  60,  stearolyle-lacti- 
late,  salt,  artificial  flavor  and  color. 
That's  what  it  tastes  like  because 
that's  what  it  is.  The  advantage  over 
cream  is  that  it  costs  less  and  doesn't 
spoil  as  last.  Note  that  this  is  an 
advantage  to  the  coffee  shop,  not  to 
the  coffee  drinker.  A  further  advan- 
tage is  that  waitresses,  whose  lives 
used  to  be  boring,  are  now  steadily 
amused  as  one  customer  after  anoth- 
er squirts  himself  in  the  chest  and 
utters  hilarious  and  innovative  oaths. 
-Charles  Kuralt,  Dateline  America 

Medicine  No- Show 

Number  of  prescriptions  Americans 
fail  to  pick  up  from  drugstores  every 
year:  17  million. 
-Men's  Health 

Poor  Return 

Few  Americans  appreciate  just  how 
spectacularly  awful  an  investment  So- 
cial Security  has  become.  [According 
to]  William  Shipman  of  State  Street 
Global  Advisors  in  Boston,  a  worker 
just  entering  the  workforce  with  an 
average  starting  salary  of  $22 ,500,  and 
with  a  normal  lifetime  earnings  path,  is 
expected  to  receive  a  Social  Security 
benefit  of  about  $12,500  per  year 
(1994  dollars),  if  the  program  is  still 
around  in  2040.  If  that  same  worker 
were  simply  permitted  to  place  his 
payroll  taxes  in  an  annuity  with  a  6% 
real  rate  of  return,  he  would  have  a  nest 
egg  worth  $800,000  at  retirement 
age.  This  would  allow  him  to  draw  a 
$60,000  benefit  per  year  until  death 
(assumed  at  age  80) — five  times  what 
Social  Security  offers. 
-National  Review 

Pet  Peeve 

Police  warned  the  public  to  watch 
out  for  "Lecter,"  a  pet  lizard  that  has 
escaped  from  its  tank.  The  three-foot 
monitor,  according  to  its  owner,  has 
the  temperament  of  a  psychopath. 
-The  Economist  WM 
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THE  PENINSULA 

GROUP 

® 

Share    The  Experience 


The  Peninsula  Hong  Kong  •  The  Kowloon  Hotel  Hong  Kong  •  The  Peninsula  Manila  •  The  Palace  Hotel  Beijing 
The  Peninsula  New  York  •  The  Peninsula  Beverly  Hills 
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Philippe  Lemaii 
Executive  Vice  Preside 
TRW  Automot 
Electronics  Gro 


TRW's  automotive  electronics  operation  was  a 
Igling  business  of  $50  million  in  the  early  1980s, 
lay,  it's  approaching  $1  billion.  Fueling  this  growth 
||he  increasing  demand  from  consumers  world- 
lite  for  smarter  and  safer  vehicles. 
From  22  automotive  electronics  facilities  in 
•ope,  Asia,  North  America,  and  South  America, 
W  serves  automotive  customers  around  the 
rid.  Our  innovative  automotive  engineering 
ms,  supported  by  technology  from  our  space  and 
snse  businesses,  have  created  the  safety,  security, 
1  convenience  products  that  auto  manufacturers 
1  their  customers  demand. 
Today,  TRW  is  the  leading  independent  supplier 
lir  bag  crash  sensors  to  North  American,  European, 
I  Japanese  customers.  We're  the  leading  manu- 
turer  of  remote  keyless  entry  systems  using 
I  io  frequency  technology,  as  well  as  the  leader  in 
omotive  controls  and  switches. 
Tomorrow,  TRW  radar-based  sensing  systems 


will  help  drivers  avoid  accidents.  Side-impact  and 
predictive  crash  sensors  will  help  drivers  and  passen- 
gers survive  accidents.  Passive  entry  and  antitheft 


TRW  AUTOMOTIVE  ELECTRONICS  SALES 


800 


Growth  in  TRW  automotive  electronics  sales  reflects  increasing 
demand  for  safety,  security,  and  convenience  products. 

systems  will  make  us  all  more  secure  entering 
and  leaving  our  cars. 


By  the  year  2000,  20  percent  of  the  cost  of  a  new 
automobile  will  be  in  electronics.  TRW  will  continue 
to  be  a  worldwide  leader  in  making  smarter  and  safer 
cars,  serving  the  needs  of  drivers  into  the  next  century. 

Automotive.  Aerospace.  Information.  Innovation. 


a  TRW  Annual  Report,  write  TRW  Inc.,  Dept.  D,  1900  Richmond  Rd.,  Cleveland,  Ohio  44124-3760. 

Inc..  1994  TRW  is  the  name  and  mark  of  TRW  Inc 
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Commentary 

on  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Chairman 


MIDSUMMER  MADNESS 


Midsummer  is  not  the  only  time  that  governmental 
madness  erupts,  but  these  past  few  months  have  seen  some 
things  that  are  peculiar  even  by  Washington  standards. 

■  The  Department  ofHousingand  Urban  Development 

spent  10  months  investigating  whether  three  Berkeley, 
Calif,  residents  had  violated  the  Fair  Housing  Act  by 
protesting  HUD's  plan  to  place  a  housing  project  for 
recovering  drug  addicts  and  alcoholics  in  the  residents' 
neighborhood.  HUD  has  conducted  similar  threatening 
investigations  in  Manhattan  and  in  New  Haven.  The 
Department's  handling  of  these  matters,  carried  out  under 
die  guise  of  "investigating  com- 
plaints," generated  so  much  criti- 
cism that  HUD  has  had  to  back 
down,  concluding  that  it  is  okay 
for  neighbors  to  protest  their 
government's  plans.  This  mad- 
ness seems  to  have  cooled,  but 
remember  that  people  were 
threatened  with  fines  and  possible 
jail  sentences  and  that  HUD  offi- 
cials defended  their  threats  to 
abolish  citizens'  free  speech. 

■  The  Administration  demonstrated  how  deeply  in 
thrall  it  is  to  the  United  Nations.  It  asked  the  U.N.'s 
permission  to  invade  Haiti,  and  secured  it  only  by  agree- 
ing to  Russia's  demand  for  authorization  to  send  troops 
into  the  Republic  of  Georgia.  The  Administration  seems 
to  have  forgotten  the  Monroe  Doctrine. 

In  July  the  Clinton  Administration  did  a  "there  you  go 
again"  when  it  reversed  a  1 2  -year  rejection  of  the  Law  of  the 
Sea  Treaty.  The  Administration  agreed  to  the  treaty  despite 
the  fact  that  it  will  set  up  a  huge  new  U.N.  bureaucracy  and 
will  require  U.S.  mining  companies  to  share  technology 
and  revenues  with  Third  World  mining  operations.  This 
treaty,  as  the  Heritage  Foundation  points  out,  is  another 
U.N.  plan  to  transfer  wealth  from  industrialized  nations  to 
the  Third  World.  Fortunately,  the  treaty  requires  Senate 
ratification.  Once  again  the  Senate  can  save  us  from  folly. 

The  President  also  is  indulging  in  what  the  Wall  Street 
Journal's  George  Melloan  calls  "a  boundless  appetite  for 
U.N.  guff."  The  U.S.  delegation  to  the  third  Internation- 
al Conference  on  Population  and  Development  in  Cairo 
was  headed  by  the  Vice  President,  and,  before  the  Con- 
ference even  began,  we  endorsed  its  main  objective, 


which  adopted  the  discredited,  limited  resources  concept 
of  the  Club  of  Rome,  the  ultimate  conclusion  of  which 
can  only  be  compulsory  birth  control. 

■  Then  there  is  the  Pentagon.  Last  year's  Bottom-Up 
Review  reconfirmed  the  U.S.'  longstanding  strategy  of 
being  able  to  fight  (and,  I  like  to  add,  to  win)  two  regional 
conflicts  simultaneously.  That  is,  I  think,  correctly,  the 
way  we  must  measure  our  armed  forces'  capability.  The 
review  also  produced  a  budget,  but  after  examining  it  the 
General  Accounting  Office,  no  friend  of  defense  spend- 
ing, said  it  fell  short  of  our  needs  by  $150  billion  over  five 

years.  And  in  June  the  Senate 
Armed  Services  Committee  said 
it  was  "seriously  concerned"  be- 
cause it  computed  the  shortfall  at 
about  $60  billion.  Indeed,  the 
Department  itself  said  the  deficit 
was  $50  billion  but  that  when 
inflation  was  "reestimated"  the 
gap  would  shrink  to  about  $20 
billion.  Yet  the  GAO  says  that 
whatever  the  inflation  estimates 
may  be,  the  Pentagon  budget 
overestimated  by  $32  billion  the  savings  Defense  will  get 
from  closing  bases  and  from  "more  efficient  business 
practices,"  and  it  underestimated  by  $1 12  billion  the  costs 
of  what  it  must  do.  The  Pentagon  denied  this. 

Sadly,  confirmation  followed.  The  Deputy  Secretary  has 
now  ordered  the  services  to  consider  canceling  or  delaying 
urgently  needed  weapons  systems  such  as  the  advanced 
F-22  fighter  jet,  the  Army's  new  Comanche  helicopter,  and 
eight  other  major  systems  in  order  to  fund  the  $15  billion 
needed  just  for  our  troops'  pay  increases  and  other 
amenities.  The  balance  of  the  gap  has  not  yet  been  funded. 

There  is  another  option  that  dare  not  speak  its  name:  Ad- 
mit we  cannot  finance  our  defense  and  ask  for  more  money. 
We  will  need  it  just  to  deal  with  the  huge  unemployment 
resulting  from  the  cancelations  and  delays — to  say  nothing 
of  security  issues  in  a  world  not  yet  free  of  threats. 

■  Finally,  the  ultimate  Midsummer  Madness:  lam  com- 
pelled to  report  that  the  crime  bill  creates  a  task  force  to 
facilitate  prosecution  of  importers  of  nonindigenous  plant 
and  animal  species  to  Hawaii  and  also  includes  $2.7  million 
to  hunt  for  missing  Alzheimer's  patients — as  well  as  much, 
much  more  not  visibly  connected  to  reducing  crime.  H 
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EDITED  BY  HOWARD  BANKS 


Is  the  labor  market  Phillips  curve  dead? 


The  Clinton  Administration,  and  especial- 
ly Labor  Secretary  Robert  B.  Reich,  wants  to 
claim  success  for  falling  unemployment  (6.1% 
in  August,  down  from  7.5%  a  year  earlier  when 
measured  on  the  same  basis)  and  for  the  aver- 
age 226,000  jobs  that  have  been  created  each 
month  since  January  1993. 

But  how  will  Reich  explain  what  happens 
when  the  job  market  begins  to  go  into  a  decline, 
especially  in  lower-paying,  unskilled  jobs,  in 
late  1995  as  the  economy  slows? 

They  can't  rightly  blame  increased  free 
trade  for  the  squeeze  on  lower- paying,  less- 
skilled  jobs,  as  Ross  Perot,  some  liberals  and 
most  trade  union  leaders  do.  A  new  book  from 
the  American  Enterprise  Institute  edited  by 


Marvin  Kosters  says  that  the  evidence  clearly 
does  not  support  the  idea  that  more  trade  with 
low-paying  countries  such  as  Mexico  has  hit 
low-paying  jobs  in  the  U.S.  at  all.  "Just  the 
reverse,"  he  says.  "More  trade  leads  to  econom- 
ic growth  and  more  jobs  at  all  levels." 

But  if  they  want  a  plausible  villain,  the  Clin- 
tonites  might  take  a  look  at  mandates.  Instead  of 
raising  taxes  and  facing  the  wrath  of  the  voters, 
politicians  have  taken  to  ordering  private  citi- 
zens to  spend  their  own  money  to  carry  out 
the  Pols'1  pet  projects.  Simon  Rottenberg  of  the 
University  of  Massachusetts  at  Amherst  says 
that  at  wages  under  $  1 0  an  hour,  mandated 
costs  are  not  trivial  and  hit  jobs  hardest  among 
the  minorities  and  the  most  vulnerable. 


Labor  reality  in  search  of  a 

Concerns  are  growing  that  all  this  recent 
job  creation  and  falling  unemployment  will 
soon  lead  to  rising  inflation.  This  has  been  a 
factor  behind  Federal  Reserve  Chairman  Alan 
Greenspan's  raising  interest  rates  five  times 
this  year  to  squash  growth. 

Blame  the  Phillips  curve,  named  for  British 
economist  A. W.  Phillips.  In  simple  terms,  Phil- 
lips' theory  says  that  higher  levels  of  employ- 
ment lead  to  rising  wages,  and  because  wages 
account  for  roughly  two-thirds  of  costs, 
thence  to  price  inflation. 

But  a  fascinating  new  five-year  study  involv- 
ing millions  of  data  points  across  12  countries 
(and  a  $2  million  computer  bill)  by  two  British 
economists,  David  G.  Blanchflower  and  An- 
drew J.  Oswald,  questions  the  entire  basis  for 
this  wage/inflation  relationship  and  suggests 
that  the  Phillips  curve  was  mismeasured. 


theory 

Their  study  shows  that  there  is  a  major  link 
between  employment  and  wage  levels,  whereby 
when  unemployment  doubles  (from  2%  to  4% 
or  5%  to  10%  and  so  on)  the  local  wage  level 
drops  by  10%,  and  vice  versa  for  rising  employ- 
ment. But,  says  Blanchflower,  the  effect  is  local- 
ized to  the  firm  or  region  and  does  not  spread. 
In  other  words,  there  is  no  nationwide  ratchet 
effect  into  other  wages  and  into  an  economy- 
wide  price  inflation  as  Phillips  would  suggest. 

Since  the  early  1980s  growing  competition, 
company  restructuring  and  downsizing  have 
limited  wage  increases.  The  surprise  in 
Blanchflower  and  Oswald's  work  is  that  the  lack 
of  a  general  inflation  feed-through  from  em- 
ployment or  unemployment  to  inflation  seems 
to  apply  to  much  earlier  periods.  Their  U.S. 
study  covers  the  period  from  1963,  and  their 
U.K.  study  from  1973,  for  example. 


It's  the  same  effect  from  the  U.S.  to  the  U.K., 
Germany  and  even  Sweden 


Another  surprise  is  that  Blanchflower  and 
Oswald's  findings  apply  across  so  many  coun- 
tries with  as  different  labor  laws  as  the  U.S., 
Canada,  the  U.K.,  Germany,  the  Netherlands 
and  Sweden.  If,  however,  their  work  holds — 
and  it  has,  so  far,  through  presentations  to  60 
universities  and  groups  like  the  National  Bu- 
reau of  Economic  Research — then  it  contains  an 
even  bigger  challenge  to  conventional  eco- 
nomic thinking.  Using  Phillips'  theory,  relative- 
ly high  wages  eventually  lead  to  rising  unem- 
ployment, as  high  wages  lead  to  inflation  and  in 
time  to  a  recessionary  correction.  "Not  true. 
It's  in  fact  just  the  opposite,"  says  Blanchflower. 
"The  labor  market  is  not  like  strawberries. 
When  you  have  a  surplus,  prices — i.e.,  wages — 


do  not  fall,"  says  Blanchflower. 

"We  don't  really  understand  how  it 
works,"  he  says.  Blanchflower  and  Oswald  will 
be  publishing  a  new  book  in  the  late  fall — The 
Wage  Curve  (MIT  Press) — that  will  contain 
many  theories,  says  Blanchflower,  though  he 
won't  yet  hang  his  hat  on  any  one  of  them. 

What  seems  to  be  emerging  is  a  view  that 
the  labor  market — across  many  cultures — is 
more  of  a  social  than  an  economic  institution. 
This  is  the  view  put  forward  by  economic  Nobel 
laureate  Robert  Solow  in  his  book  The  Labor 
Market  as  a  Social  Institution.  This  effect  is  also 
seen,  says  Blanchflower,  in  the  slow  response 
of  high  unemployment  to  major  policy  changes 
to  free  up  local  labor  markets.  ■ 
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The  Forbes  Index  (1967=100) 
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"All  signs  point  to  a  slowing  economy,"  argues  Bruce 
Steinberg,  a  Merrill  Lynch  senior  economist.  Among  the 
evidence  cited  by  Steinberg:  179,000  new  jobs  were  cre- 
ated in  August,  the  smallest  gain  since  January  and  20% 
below  Steinberg's  forecast.  July's  durable  goods  orders  fell 
4.3%,  while  real  personal  income  rose  a  paltry  0.5%  (before 
inflation).  Though  second-quarter  gross  domestic  prod 
uct  growth  was  revised  slightly  upward,  to  a  3.8%  annual- 
ized rate,  the  revision  is  largely  due  to  an  inventory 
buildup  by  manufacturers — not  a  gain  in  consumption. 


Other  key  rates 

Source 

Status 

Prime  rate 

Chase  Manhattan  Bank 

7.75% 

Auto  sales  year  to  date  vs  1 993' 

Ward's  Automotive 

8.2% 

Index  of  leading  indicators  July  vs.  June 

Oept  of  Commerce 

0.0% 

Trade  balance2 12  months  ended  June  1994 
All-commodity  producer  price  index3  July  vs  June 
GOP  2nd  quarter  vs.  1st — annualized  growth 
M2'  (3-month  change) — annualized  growth 

Dept  of  Commerce 
Dept  of  Labor 
Dept  of  Commerce 
Federal  Reserve 

-$94  bil 

0.2% 
3.8% 
0.8% 

1  U.S. -based  manufacturers,  excludes  imports,  as  of  7/31/94. 2Total  goods  and  services.  3Wholesale  goods 
1  Includes  Ml  (public  currency  and  checking  deposits)  plus  savings  accounts  and  money  market  funds. 


Index  components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  8  equally  weighted  elements:  The  cost  of 
services  relative  to  all  consumer  prices,  the  level  of  new 
orders  for  durable  goods  compared  with  manufacturers' 
inventories,  total  industrial  production,  new  housing 
starts,  personal  income,  new  claims  for  unemployment 
compensation,  total  retail  sales,  total  consumer 
installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  in  these  charts. 


Services    •  Total  index 


Consumer  price  indexes  (1982-84  average=100) 
all  urban  consumers,  unadjusted  (Dept  of  Labor) 


Inventories    •   New  orders 
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Manufacturers'  new  orders  and  inventories 
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Industrial  production  index  (1987=100), 
seasonally  adjusted  (Federal  Reserve) 
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New  housing  starts  (thousands)  privately  owned, 
unadjusted  (Dept  of  Commerce) 
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Personal  income  ($bilhons)  wage  and  salary 
disbursements,  seasonally  adjusted  (Dept  of  Commerce) 
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New  unemployment  claims  average  tor  month 
(thousands),  seasonally  adjusted  (Dept  of  Labor) 
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Retail  sales  ($bilhons), 

seasonally  adjusted  (Dept  of  Commerce) 
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Consumer  installment  credit  (Sbillions)  total, 
seasonally  adjusted  (Federal  Reserve) 
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Why  Settle  For  Being  Merely  Effective 
When  You  Could  Be  Insanely  Awesome? 


Introducing  Z'NOTEFLEX, 
The  Ultimate  Multimedia  Presenter. 

Loosen  your  tie,  and  get 
ready  to  bring  down  the  house. 
With  Z-NOTEFLEX,  Zenith 
Data  Systems'  new  multi- 
media showstopper 
Built  around  a  powerful 
notebook,  the  Z-NOTEFLEX 
system  lets  you  take  the  show 
on  the  road,  and  carry  it  around 
in  your  hand.  With  sharp, 
colorful  video  and  stereo 
sound,  your  business  pre- 
sentations are  sure  to  get 
attention.  Detaching  the 
LCD  display  and  placing  it 
in  front  of  your  viewers  will 
have  an  even  greater  impact.* 

And  the  Z-NOTEFLEX's 
modular  components  offer 
you  a  wide  range  of  system 
enhancements,  multi- 
media capabilities  and 
peripheral  solutions.  So  you 
custom  order  the  features  you 
want  today,  then  upgrade 
when  you're  ready. 


Z-NOTEFLEX 
up  to 

IntelDX4"  75MHz  processor 
16-bit  business  audio 
active-matrix.  2S6-color 
LCD  display 

FLEXS/TE 
LCD  display  stand 

FLEXBAY 
battery  charging  bay 
floppy  drive  bay 

FLEXDOCK 
enhanced  port  replicator 
two  type-Ill  PCMCIA  slots 
networking  module 

FLEXSHOW" 
double-speed  CD-ROM  drive 
amplified  stereo  speakers 
two  type-Ill  PCMCIA  slots 
integrated  power  supply 


ifcl 


m 


Side, 


MPC2 


Multimedia  PC 

Your  audience  wants  something  worth 
watching.  And  the  Z-NOTEFLEX  delivers. 
Make  that  connection,  and  you  could  be  an 
overnight  success. 

Call  us  for  the  awesome  details. 
I-800-289-I322,  Ext.  5123 


ZENITH 


yrieht  O  1114  Zenith  Data  Systems  Corporation  Zenith  Data  Systems  Corporation  .s  a  Bull  company  Z-NOTEFCEX  and  Make  The  Conni 
rademarks  ol  Zenith  Data  Systems  Cotporal.on  MPC2  certification  mark  ,s  ovyned  by  the  Multimedia  PC  Marketing  court.  .1.  Inc  tmelDXl  is  a 
emark  of  Intel  Corporation  -With  the  optional  FLEXSITE  video  stand  "FLEXSHOW  unit  requires  AC  power  Specilicat.ons  are  subiect  to  change 


DATA  SYSTEMS 
Make  The  Connection 


For  a  brochure  call  1-800-950-2438 


It  may  be  difficult  to  explain  to  your  colleagues 
just  why  you've  chosen  to  take  the  long  route  to 
the  office.  Or  why  you'll  be  doing  all  the  driving 
from  now  on.  But  sitting  behind  the  wheel  of  the 


new  Monte  Carlo  is  a  position  that's  hard  to  sur 
render.  That's  because  Monte  Carlo  is  designee 
for  a  very  personal  fit.  It's  a  place  where  the  plea 
sures  of  a  fuel-injected  V6  and  the  barely  per 


The  Chevrolet  Emhlem  and  Monte  Carlo  are  registered  trademarks  of  the  GM  Corp.  ©1994  GM  Corp.  All  Rights  Reserved.  Buckle  up,  America!  W 


ceptible  shifts  of  an  electronically  controlled,  4- 
speed  automatic  quickly  replace  the  din  of  idle 
conversation.  Where  what  was  once  a  long  half- 
hour  commute  suddenly  seems  to  be  almost  too 


fleeting.  Still,  maybe  you  should  think  about  giv- 
ing someone  else  a  turn...  then  again,  maybe  not. 
The  New  Monte  Carlo 
JZ^JJ    Genuine  Chevrolet™ 
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Insurers  are  getting  edgy  about  covering  people  against 
floods  and  hurricanes.  Help  is  on  the  way  in  a  new— yet 
old— way  of  spreading  the  risks. 

Deeper  pockets 


By  Matt  Walsh 

Fifty-four  billion  bucks.  That's 
how  much  U.S.  property  insurers 
have  shelled  out  since  1989  to  cover 
losses  from  big  catastrophes,  defined 
to  include  hurricanes,  earthquakes, 
riots  and  floods.  Among  the  disasters: 
California's  Northridge  earthquake, 
Florida's  Hurricane  Andrew  and  the 
Los  Angeles  riot. 

As  a  result  of  this  huge  payout, 
property  insurers  are  trying  to  cut 
back  their  exposure.  In  earlier  times 
they  would  simply  buy  more  reinsur- 
ance, an  insurer's  insurance  policy 
against  big  catastrophes.  But  the  rein- 
surance companies  don't  have  the 
capital  to  cover  a  hurricane  in  Miami 
or  a  7.0  earthquake  in  Los  Angeles. 

It's  becoming  a  political  issue.  To 
reduce  their  potential  losses,  insur- 
ance companies  in  Florida  and  Cali- 
fornia are  raising  rates  or  refusing  to 
write  new  policies.  That  is  making 
homeowners  and  small  businesses  an- 
gry and  causing  politicians  to  talk 
about  imposing  tougher  regulations 
on  the  industry. 

The  Natural  Disaster  Coalition, 
which  represents  insurers  and  so- 
called  consumer  groups,  is  calling  for 
the  federal  government  to  set  up  a 
taxpayer-backed  trust  fund  that 
would  be  available  to  bail  out  the 
private  sector  in  a  bad  year.  In  other 
words,  the  coalition  wants  taxpayers 
everywhere  to  subsidize  people  who 
choose  to  live  in  disaster- prone  areas. 
They  want  risks  to  be  underwritten  by 
the  same  experts  who  designed  the 
savings  and  loan  disaster. 

There  is  a  better  way  to  handle  the 
problem.  It  involves — dare  we  men- 
tion that  terrible  term — derivatives. 

With  cierivatives  it's  possible  to 
package  insurance  risks  and  sell  them 
to  investors  and  speculators — just  as 


home  mortgages  are  now  packaged 
and  sold  to  investors  and  speculators. 
Catastrophe  insurance  derivatives  in- 
clude futures  contracts  and  insurance 
index  options.  These  derivatives  have 
traded  on  the  Chicago  Board  of  Trade 
for  nearly  two  years.  Trading  volume 
on  the  CBT  is  small,  but  it's  growing 
quickly.  It  started  at  300  open  con- 
tracts in  the  first  few  months  and  now 
runs  around  6,000  contracts. 

"This  is  only  the  beginning,"  says 
Richard  Sandor,  the  former  Universi- 
ty of  California- Berkeley  economics 
professor  who  is  generally  regarded  as 
the  father  of  financial  futures 
(Forbes,  Sept.  2,  1991).  Now  chair- 
man of  New  York- based  Centre  Trad- 
ing Partners,  Sandor  predicts:  "In  the 
same  way  we  securitized  and  commo- 
ditized  interest  rates  and  mortgages, 


so  we  will  see  the  securitization  of 
insurance  risk." 

A  derivatives  market  is  the  free  mar- 
ket way  of  dealing  with  a  universal 
problem.  It  functions  very  much  like 
the  Lloyd's  syndicate  in  London,  in 
which  wealthy  individuals  expose 
their  entire  net  worth  to  possible  in- 
surance losses  in  return  for  premium 
income.  But  there  are  two  important 
differences. 

One  is  that  with  the  American  op- 
tion contract,  the  speculator's  loss  is 
limited.  The  maximum  possible  loss 
on  any  option  contract  is  known  in 
advance,  and  is  never  more  than 
$50,000.  In  short,  this  is  not  the 
bottomless  pit  that  you  see  at  Lloyd's. 

The  other  is  that  the  exposure  is 
limited  in  time.  Each  option  contract 
covers  a  calendar  quarter  of  property/ 
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casualty  claims  related  to  catastrophes, 
and  is  settled  within  seven  months 
after  the  end  of  the  quarter. 

Anyone  could  play  the  reinsurance 
game,  profiting  if  there  were  no  disas- 
ters, taking  a  hit  if  there  were. 

Here's  how  the  insurance  deriva- 
tives work:  The  Chicago  Board  of 
Trade  has  created  three  indexes  cov- 
ering property  insurance  in  each  of 
three  regions  of  the  U.S.:  the  West 
Coasts  the  Midwest  and  the  East 
Coast.  A  fourth  index  covers  the  en- 
tire U.S.  Each  index  is  broken  down 
into  calendar  year  quarters. 

Each  area's  quarterly  index  number 
is  based  on  a  loss  ratio.  This  index  is 
defined  as  100  times  catastrophe-re- 
lated claims,  divided  by  the  associated 
insurance  premiums.  As  with  any  fi- 
nancial asset  or  commodity  index — 
IBM,  say,  or  the  s&P  500  stock  index — 
futures  and  options  can  be  written 
against  these  insurance  indexes. 

Seven  months  after  the  end  of  a 
quarter,  the  Board  of  Trade  publishes 
a  loss  ratio  based  on  weighted  data 
from  26  U.S.  property  insurers.  That 
number  is  used  to  settle  trades  made 
on  the  exchange,  much  the  way  a 
closing  s&P  500  index  number  is  used 
to  settle  trades  on  stock  futures  and 
futures  options. 

As  with  any  index,  options  can  be 
written  against  these  insurance  index- 
es. The  options  can  then  be  bought 


Catapulting  catastrophes 


Centre  Trading 
Partners' 
Richard  Sandor 
Just  as  interest 
rates  and 
mortgages  have 
been  securitized, 
so  we  will  see 
insurance  risk 
securitized. 
"This  is  only  the 
beginning." 


Year 

Number  of 

Amount 

catastrophes 

($mil) 

1984 

26 

$1,549 

1985 

34 

2,816 

1986 

26 

872 

1987 

24 

905 

1988 

32 

1,409 

1989 

34 

7,642 

1990 

32 

2,825 

1991 

36 

4,223 

1992 

.  36 

22,970 

1993 

36 

5,705 

1994* 

15 

10.545 

Through  6/30.  Source:  Insurance  Information  Institute. 

In  some  years,  losses  from  events  like 
riots  and  hurricanes  are  very  small.  In 
bad  years,  like  1992,  they  are  horrid. 

and  sold  by  speculators  willing  to  risk 
their  capital.  As  with  a  stock  option, 
someone  selling  an  insurance  option 
would  have  to  prove  to  his  broker  that 
he  is  good  for  the  potential  losses. 

Example:  The  index  number  for 
the  December  1993  Eastern  contract, 
published  July  5,  was  2.5.  That  meant 
that  insurers  saw  only  $2.50  in  catas- 
trophe-related claims  for  every  $100 
they  hauled  in  in  related  premiums.  It 
was  a  good  quarter  for  option  writers: 
No  big  natural  disasters  or  riots. 

Who  would  be  buying  these  op- 
tions? Who  selling?  As  derivatives 
theorist  Sandor  sees  it,  the  insurance 
industry  would  be  buyers,  for  the 
most  part,  as  a  way  to  lay  off  its  bets. 
Individuals,  hedge  funds  and  pension 
funds  would  be  doing  most  of  the  net 
selling.  That  is,  they  would  be  specu- 
lating that  there  would  be  no  or  few 
catastrophic  losses. 

Risky?  Sure,  but  so  are  many  mort- 
gage derivatives  and  stock  derivatives. 
Insurance  derivatives  are  a  bet,  for  the 
most  part,  on  Mother  Nature.  Mort- 
gage derivatives  are  a  bet  on  interest 
rates,  stock  derivatives  a  bet  on  the 
stock  market.  Interest  rates  and  the 
stock  market  are  at  least  as  risky  and 
unpredictable  as  Mother  Nature. 

Suppose  you're  an  insurance  com- 
pany with  a  heavy  concentration  of 
policyholders  on  the  East  Coast  and 
want  to  limit  your  hurricane  expo- 
sure. So  you  buy  a  call  option,  the 
September  Eastern  100.  This  means 


you  are  buying  protection  against  the 
risk  that  property  damage  will  exceed 
100%  of  industry  premiums  paid  in 
the  quarter. 

Each  option  carries  a  value  figured 
at  $250  times  the  index  value.  In  the 
worst  case  for  the  seller,  the  loss  ratio 
comes  in  at  200  or  higher  and  the 
seller  has  to  fork  over  $25,000  to  the 
buyer.  If  the  ratio  comes  in  at  100  or 
lower,  the  option  expires  worthless 
and  the  seller  puts  the  premium  in  his 
pocket.  As  it  happens,  in  mid-August 
the  September  Eastern  100  option 
was  trading  at  14,  or  $3,500  per 
contract.  The  Eastern  60  call  was 
15.7.  (Beware:  Your  newspaper  quote 
may  show  misplaced  decimals  in  both 
of  these  numbers.) 

Say  a  hurricane  blows  through  Vir- 
ginia and  costs  come  in  at  $130  for 
every  $100  in  premium  income.  In 
that  case  the  buyer  of  a  September 
Eastern  100  option  would  collect 
$7,500  per  option — the  30-point  dif- 
ference between  the  strike  price  and 
the  actual  underwriting  experience 
times  $250.  Having  paid  a  $3,500 
premium  for  the  option,  the  buyer — 
probably  an  insurance  company — 
would  be  $4,000  to  the  good. 

In  the  real  world  of  insurance,  buy- 
ers who  are  trying  to  lay  off  risk  would 
be  trading  in  pairs  of  options.  Tradi- 
tionally reinsurance  is  sold  in  layers,  or 
bands,  of  coverage.  For  example,  a 
primary  insurer  would  take  the  first 
$50  million  of  exposure  to  hurricanes 
and  a  reinsurer  the  second  $50  mil- 
lion, and  some  other  firm  the  next 
$100  million.  This  kind  of  reinsur- 
ance is  emulated  in  the  options  mar- 
kets with  a  cascaded  series  of  option 
call  spreads  (see  box).  To  buy  a  band  of 
reinsurance  in  the  middle,  Acme  Ca- 
sualty might  buy  options  with  a  strike 
price  of  120  and  sell  the  same  number 
of  options  at  140. 

At  the  moment,  this  business  is  in 
its  infancy.  The  volume  is  microscopic 
when  measured  against  the  $50  bil- 
lion of  disaster-related  insurance  pre- 
miums written  in  the  U.S.  every  year. 
(The  $50  billion  figure  includes  cov- 
erage for  some  small  risks,  in  addition 
to  the  catastrophes  summarized  in  the 
table  above. )  But  Paul  Williams,  pres- 
ident of  Chicago-based  Index  Rein- 
surance Brokers,  thinks  catastrophe 
reinsurance  contracts  could  well 
climb  to  5  million  open  contracts. 
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Insurance  derivatives 


Williams'  firm  is  putting  its 
money  where  his  mouth  is. 
It  is  attempting  to  raise  a 
fund  of  at  least  $100  mil- 
lion to  specialize  in  these 
instruments. 

Because  of  the  compli- 
cated layering  of  risks,  in 
which  the  property  insurers 
are  simultaneously  buying 
and  selling  similar  options, 
this  certainly  would  not 
mean  that  individuals  and 
pension  funds  would  be 
stepping  up  to  the  plate  to 
the  tune  of  5  million  con- 
tracts. But  they  would  be 
taking  on  a  lot  of  risk — the 
equivalent  of  $12.5  billion 
in  reinsurance  capacity, 
Williams  estimates. 

Why  would  individuals 
be  willing  to  risk  so  much? 
Because  the  odds  should 
favor  option  sellers.  It's 
something  like  betting  at 
the  racetrack,  except  that  in  fanm 
this   case   the  individual 
speculator  is  playing  the  role  of  the 
racetrack  owner,  with  the  house  odds 
in  his  favor. 

Why  might  an  individual  speculator 
be  allowed  to  win  at  this  betting 
game?  Because,  unlike  horseplayers,  a 
reinsurance  risk  taker  is  providing  a 


Paul  Williams,  president  of  Index  Reinsurance  Brokers 
He's  raising  $100  million  to  invest  in  reinsurance  derivatives. 


public  service.  By  absorbing  risk,  he  is 
allowing  homeowners,  shopkeepers 
and  their  bankers  to  sleep  at  night.  Of 
course,  this  is  just  what  insurance 
companies  do.  They  absorb  risk  and 
get  paid  a  profit  as  an  incentive  to  do 
so.  In  the  case  of  catastrophes,  howev- 


er, the  insurance  companies 
are  already  absorbing  all  the 
risk  they  can,  given  their 
limited  capital. 

It  will  be  years  before  it 
becomes  clear  whether  op- 
tion writers,  over  time, 
make  more  money  than 
they  lose  at  this  game.  But 
presumably  they  must  be 
handsomely  rewarded  if 
they  are  to  be  induced  to 
put  up  the  equivalent  of 
$12.5  billion  in  capital. 

Aaron  Stern,  an  insur- 
ance consultant  in  White 
Plains,  N.Y.  and  a  writer  of 
insurance  options,  sums  up 
the  case  for  spreading  the 
risk  beyond  a  relative  hand- 
ful of  insurance  companies: 
"The  losses  will  rest  more 
easily  on  the  shoulders  of 
the  many  than  on  the  heads 
of  the  few." 

Derivatives  will  never  re- 
place regular  reinsurance 
outfits  but  can  be  a  much 
needed  supplement  in  a  field  that  is 
currently  short  on  capital.  It  won't  be 
a  free  lunch,  of  course.  In  the  end,  the 
cost  of  insurance  will  have  to  reflect 
the  risks.  But  the  alternative  is  having 
the  government  do  the  job  and  mess  it 


Betting  on 
Mother  Nature 

Bryan  Bowers,  an  asso- 
ciate of  Centre  Trading's 
Richard  Sandor,  posits 
this  example  of  how  rein- 
surance companies  could 
use  derivatives  to  stretch 
their  capital.  "Suppose," 
says  Bowers,  "you're  a  rein- 
surer and  one  of  your 
good  customers  on  the  East 
Coast  wants  to  buy  a 
band  of  catastrophe  rein- 
surance to  cover  the  first 
$10  million  of  losses  over 
$50  million.  You've  al- 
ready got  a  balanced  East 
Coast  book  but  you  don't 
want  to  turn  a  good  cus- 


tomer away.  So  you  write 
the  policy  and  then  lay  off 
the  additional  risk  with 
call  spread  derivatives:  You 
[the  reinsurer]  might  si- 
multaneously buy  East 
Coast  third -quarter  insur- 
ance index  call  options  at 
60,  and  sell  them  at  80." 

Result  of  this  strategy? 
Bowers  continues:  "If  no 
hurricanes  strike  and  the 
index  settles  below  60,  the 
reinsurer  receives  noth- 
ing. If  hurricane  season  was 
terrible  and  the  index  set- 
tles above  80,  he'll  net  20 
points  [or  $5,000  for  ev- 
ery spread  purchased].  And 
if  it  settles  between  60 
and  80,  you'll  net  the  num- 
ber of  points  above  60.  In 
essence,  you've  created  a 


layer  of  catastrophe  rein- 
surance in  which  nothing 
happens  [to  the  reinsur- 
er] if  hurricanes  are  mild, 
and  your  $10  million  ex- 
posure is  hedged  if  hurri- 
canes are  severe." 

The  above  is  a  catastro- 
phe option  spread — a  CAT 
spread,  in  traders'  lingo. 
Who  is  on  the  other  side  of 
the  reinsurer's  trades? 
Perhaps  a  wealthy  individ- 
ual. Perhaps  a  pension 
fund  manager  who  is  will- 
ing to  shoulder  some  risk 
in  the  hope  of  a  profit.  Since 
the  outcome  of  insurance 
derivatives  is  determined  by 
Mother  Nature  and  is  un- 
affected by  such  other  fac- 
tors as  interest  rates  and 
stock  prices,  the  insurance 


derivatives  can  provide  a 
kind  of  risk  diversification. 

Might  there  someday 
be  too  many  sellers  and  not 
enough  buyers  for  the 
options,  causing  chronic 
losses  to  the  speculators 
and  a  windfall  for  the  insur- 
ance industry?  Not  for 
long.  If  there  isn't  money 
left  on  the  table  for  the 
speculators  they  will  quick- 
ly tire  of  shouldering  oth- 
er people's  risks. 

Says  insurance  consul- 
tant Aaron  Stern:  "Our 
analysis  of  the  pricing  of 
these  contracts  indicates 
the  returns  should  be 
substantially  better  over 
time  than  [those  from  ] 
many  other  opportuni- 
ties." -M.W.  m 
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i  Even  with  copper  prices  way  up,  Asarco  isn't  going 
i  to  make  much  money  this  year.  But  next  year— ah, 
!  that's  another  story. 

The  ordeal  of 
Richard  Osborne 


By  James  R.  Norman 


Back  in  the  days  when  they  didn't 
know  what  to  do  with  all  their  money, 
a  lot  of  big  oil  companies  blundered 
into  the  copper  business.  Mostly  they 
lost  their  shirts. 

For  Richard  de  Jongh  Osborne  this 
was  opportunity.  Chief  executive  of 
j  Asarco,  Inc.- — the  onetime  American 
I  Smelting  and  Refining  Co. — Os- 
j  borne  realized  he  was  in  the  wrong 
I  business.  Asarco  owned  a  lot  of  cop- 
I  per  production  in  Peru,  but  various 
j  left-wing  governments  there  soaked 
Asarco  with  taxes  and  fees  that  made 
j  profitable  operation  impossible. 


Asarco  Chairman  Richard  Osborne 
Patience  may  finally  be  paying  off. 


So  Asarco  had  to  make  its  living  in 
the  U.S.  by  processing  copper  mined 
by  others  in  its  giant  smelter  in  El  Paso 
and  refinery  in  Amarillo.  It  was  thus 
leaving  the  biggest  profit  to  others. 
"A  smelter  works  for  a  fee  that  can  get 
pretty  thin,"  says  the  wiry,  intense 
financial  executive  who  rose  to  Asar- 
co's  top  job  in  1985.  "If  you're  also  a 
miner,  everything  between  the  cost 
and  the  market  price  is  yours." 

As  the  disillusioned  oil  companies 


dumped  the  mines  they  had  so  expen- 
sively acquired,  Asarco  began  buying 
them.  Osborne  acquired  Arizona's 
Ray  Mine,  now  Asarco's  flagship, 
from  British  Petroleum  for  $137  mil- 
lion. He  bought  Amoco's  Pima  Mine 
for  $  1 2 . 5  million .  In  each  case  he  paid 
a  fraction  of  what  the  oil  companies 
had  paid. 

Since  1985  Asarco  has  increased  its 
copper  ore  reserves  almost  tenfold,  to 
2  billion  tons — enough  to  yield  about 
26  billion  pounds  of  the  red  metal. 
From  supplying  just  25%  of  the  ore 
that  runs  through  its  smelters,  it  is 
now  virtually  self-sufficient. 

But  you  don't  turn  a  company  like 
this  on  a  dime.  Osborne  is  a  patient 
man.  Happily  for  him,  he  has  patient 
shareholders:  Australia's  M.I.M. 
Holdings  Ltd.  holds  25%  of  Asarco's 
41  million  shares;  Asarco  in  turn  owns 
15.5%  of  the  Australian  mining  com- 
pany. That  concentrated  sharehold- 
ing helped  Osborne  repel  a  raid  in  the 
mid-1980s  by  Australian  Robert 
Holmes  a  Court. 

He  needed  time  because  the  kind  of 
transformation  he  wrought  takes 
time.  And  money.  It  required  about 
$1  billion  of  investment,  sopping  up 
just  about  all  Asarco's  free  cash  and 
ratcheting  up  its  debt  ratio  from  al- 
most nothing  to  almost  40%. 

In  1991  Osborne  cut  a  deal  with 
Peru's  more  reasonable  Fujimori  gov- 
ernment. That  deal  also  cost  big  mon- 
ey. In  return  for  $300  million  invest- 
ed in  new  projects  there,  Peru  ended 
the  discriminatory  taxes,  ore  pricing 
and  exchange  rates.  Profits  have  since 
rebounded  and  should  get  better  still. 
According  to  NatWest  Securities  se- 
nior metals  analyst  Peter  Anker,  Asar- 
co's stake  in  the  Peruvian  operation 
has  gone  from  having  little  value  to 
investors  to  somewhere  well  in  excess 
of  $300  million — at  least  $7  per 
Asarco  share. 

Then  there  was  the  El  Paso  prob- 
lem. Hoping  to  get  a  jump  on  the 
pollution  patrol  types  at  the  Environ- 
mental Protection  Agency,  Asarco 
embarked  in  1991  on  a  $90  million, 
three-year  effort  to  install  new  ma- 
chines to  cut  emissions  and  improve 
quality  at  its  aging  smelter  there.  But 
the  German -made  steel  vessels  cor- 
roded and  leaked  cooling  water.  So 
did  their  replacements.  After  wasting 
12  months,  Asarco  finally  built  its 
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Asarco 


Copper  bounces  back 

Refined  copper  (cents  per  pound) 
170 


'89      '90      '91      '92      '93  '94* 

Source:  Knight-Ridder  Financial  Publishing 


ABOVE: 

Arizona's  rain- 
soaked  Ray  Mine 

ABOVE  RIGHT: 

Smelted  copper 
plates  at  El  Paso 
Asarco  has 
slowly  made 
itself  into  a 
new  company. 

LEFT: 

The  result  of 
rising  world  de- 
mand and  falling 
inventories. 


own  smelting  equipment,  using  stain- 
less steel.  The  smelter  has  been  run- 
ning at  full  capacity  since  June. 

Nature  worked  against  Asarco,  too. 
Heavy  rains  in  southern  Arizona  in 
1992  and  1993  turned  the  open-pit 
Ray  Mine  into  a  series  of  muddy 
ponds.  Asarco  is  still  struggling  to 
evaporate  1.5  billion  gallons  of  water 
that  have  forced  it  to  mine  lower- 
grade  ore  there  and  make  big  invest- 
ments in  water  systems  and  additional 
mining  equipment. 


Nor  were  the  mines  Osborne 
picked  up  cheaply  the  best.  Asarco 
mostly  has  to  mine  copper  the  hard 
way:  digging  up  hard  sulfide  ore  and 
crushing  it.  By  contrast,  Phelps 
Dodge  gets  almost  half  its  copper  by 
cheaply  leaching  it  out  of  old  ore  piles 
using  diluted  acid  and  bacteria. 

All  in  all,  Asarco  is  still  a  high-cost 
producer.  While  its  main  competitors 
have  costs  per  pound  in  the  60-to-70- 
cents  range,  Asarco  has  recently  been 
in  the  mid-to-high- 70s.  Every  penny 


per  pound  in  costs  nicks  Asarco  $6 
million.  Osborne  aims  to  have  Asar- 
co's  costs  down  to  70  cents  by  year- 
end,  and  eventually  to  60  cents. 

With  nature  refusing  to  cooperate 
and  with  copper  prices  still  depressed 
during  most  of  the  year,  Asarco  last 
year  operated  in  the  red,  with  an 
operating  loss  of  $111  million  on 
$1.7  billion  in  sales.  But  with  the  spot 
price  for  refined  copper  now  at  $1 .20 
a  pound,  up  by  nearly  half  since  last 
fall,  Asarco  finally  moved  into  the 
black  in  the  second  quarter  of  this 
year.  Its  stock  has  moved  up  to  about 
$30.  But  that's  barely  where  it  was  10 
years  ago  and  is  only  a  fraction  of  the 
value  of  other  copper  stocks,  as  mea- 
sured by  reserves  per  share. 

Last  year  Osborne  shrewdly  de- 
clined to  hedge  copper  by  selling 
Asarco's  production  forward,  so  he's 
reaping  the  full  rise  in  spot  prices. 
Given  the  leverage  in  the  business, 
any  further  increases  in  the  price  of 
copper  will  quickly  flow  through  to 
the  bottom  line.  Asarco  earns  about 
14  cents  a  share  for  each  1-cent  in- 
crease in  copper  prices — three  times 
the  sensitivity  of  Cyprus  Amax  shares 
and  half  again  more  than  Phelps 
Dodge.  Some  analysts  are  predicting 
share  earnings  of  $4  next  year  for  the 
long  depressed  company. 

It  has  been  a  long  journey.  It  isn't 
over  yet,  but  the  goal  is  finally  in  sight. 
"The  true  values  in  Asarco  are  yet  to 
be  realized, ',  Osborne  concedes: 
"But  there  is  a  keen  commitment  to 
make  that  happen."  ■» 
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(Wall  Street  doesn't  rate  Colgate  as  highly  as  Gillette 
or  Procter  &  Gamble.  That  irks  Reuben  Mark,  who  is  out 
■to  prove  Wall  Street  wrong.  Bet  on  him. 

Making  his  mark 


By  Howard  Rudnitsky 

"I  will  BET  my  mortgage  against  your 
mortgage  that  our  gross  margins  will 
be  up  again  this  year."  Forbes  isn't 
taking  Reuben  Mark's  bet  because  we 
[know  from  experience  that  the  Col- 
gate-Palmolive boss  has  a  way  of  mak- 
|  ing  his  ambitious  goals. 

True,  he  slipped  in  19941s  second 
j  quarter,  when  earnings  rose  at  a  slow- 
er rate  than  sales.  Colgate's  world - 
wide  unit  sales  volume  was  up  9%,  and 
earnings  per  share  were  up  1 3%.  Gains 
overseas  were  diluted  by  a  9%  unit 
Ssales  decline  in  Colgate's  North 
American  soap,  toothpaste  and  deter- 
gent businesses. 

i    Mark  contends  he  will  nevertheless 
achieve  his  goal  of  raising  profit  mar- 
Igins  this  year,  thus  continuing  the 
profitability  gains  that  have  lifted 
gross  margins  from  over  39%  in  1984 
to  last  year's  nearly  48%.  We're  talking 
j  about  big  money  here.  With  more 
» than  $7  billion  in  global  sales  Colgate 
1  gets  $70  million — 48  cents  a  share — 
in  additional  cash  flow  from  every 
one-point  profit  margin  improve- 
i  ment.  Gross  margins,  of  course,  are 
sales  minus  the  cost  of  goods  pro- 
>  duced.  In  this  business  gross  margins 
t  really  matter.  The  fatter  they  are,  the 
more  money  a  company  can  spend  on 
advertising,  and  advertising  and  pro- 
motion are  investments  in  the  value  of 
any  consumer  franchise. 

What  about  that  sharp  slippage  in 
toodipaste  and  soap  volume  at  home? 
Mark  contends  that  the  decline  was 
I  brought  on  primarily  by  inventory 
|  adjustments  by  retailers  when  Col- 
li gate  shifted  emphasis  to  an  '•'everyday 
]  low  pricing"  policy — a  policy  that 
j  uses  price  to  encourage  retailers  to 
!  buy  just  enough  for  their  immediate 
I  needs  rather  than  stock  up  several 
|  times  a  year  when  special  promotional 
I  prices  are  offered.  When  the  policy 
was  introduced,  retailers  had  to  run 


down  their  sizable  inventories  before 
placing  new  orders. 

Analysts  say  the  same  thing  hap- 
pened in  1992  to  Procter  &  Gamble 
when  it  switched  a  number  of  its 
larger  brands  to  EDLP.  Mark  says  the 
negative  inventory  effect  will  be  over 
by  the  end  of  the  year. 

In  actual  store  sales,  he  says,  Col- 
gate toothpaste  currently  has  a  23.4% 
share  of  the  North  American  market, 
close  to  where  it  was  a  year  ago, 
though  well  behind  p&g's  Crest,  at 
over  35%. 

Yes,  Gillette  is  pushing  Colgate 
hard  in  some  areas  and  so  is  its  long- 
time rival,  Procter  &  Gamble,  but 
Colgate  is  no  pushover.  Mark  is  con- 
stantly whittling  away  at  costs.  A  full 
60%  of  the  company's  $415  million 
1994  capital  spending  budget  is  go- 
ing into  investments  in  cost  reduc- 
tion. The  hurdle  rate  for  such  invest- 
ments is  a  20%  aftertax  return,  sug- 
gesting that  Mark  counts  on  taking  a 


minimum  of  $50  million  a  year  out  of 
costs.  In  fact  he's  been  getting  double 
those  returns  in  recent  years,  saving 
well  over  1%  of  revenues. 

Mark  reminds  us  that  managers' 
bonuses  depend  on  their  delivering 
that  kind  of  return  on  their  capital 
spending. 

The  other  half  of  Mark's  margin - 
improving  strategy  is  to  keep  coming 
up  with  new  high-margin  products. 
In  the  past  year  or  two  his  salespeople 
in  countries  around  the  world  have 
been  pushing  the  antigingivitis  tooth- 
paste Colgate  Total,  the  newly  de- 
signed Colgate  Precision  toothbrush, 
liquid  soaps  and  detergents.  They're 
also  pushing  deodorants,  thanks  to 
Colgate's  $670  million  acquisition  of 
Mennen  in  1992,  a  leading  U.S.  de- 
odorant company  with  a  65%  gross 
profit  margin. 

Says  Mark,  "Oral  care  and  personal 
care  products  have  high  margins  and 
that's  where  we  will  strive  to  continue 
to  be  a  leader."  He  ticks  off  his  suc- 
cesses in  oral  care:  "Oral  care  used  to 
be  19%  of  our  total  sales.  Last  year  it 
was  25%.  Personal  care  used  to  be 
17%,  now  it's  24%.  Oral  care  gross 
margins  are  65%  to  75%,  personal  care 
60%  to  70%." 

Mark  says  the  company  is  about  to 
introduce  several  new  products  in  the 
U.S.:  antibacterial  dishwashing  deter- 
gent, glass  and  surface  cleaner,  a 
strong  deodorant  Irish  Spring  soap 
and  a  new  tooth-whitener  toothpaste 
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Colgate-Palmolive 


Gourmets 
on  four 
legs 


Hill's  Pet 
Nutrition's 
Science  Diet 
Adding  bark 
to  Colgate's 
bottom  line. 


In  1981,  before  he  be- 
came Colgate's  chief  exec- 
utive, Reuben  Mark  says 
that  he  pleaded  with  superi- 
ors not  to  sell  a  small  pet 
food  operation  to  raise 
cash.  The  bosses  listened 
and  decided  to  keep  what  is 
now  Hill's  Pet  Nutrition. 
This  may  have  been  one  of 
the  smartest  things  they 
ever  did. 

At  the  time  Hill's  had 
$40  million  in  sales  and 
earned  about  $3  million. 
Today  Hill's  rivals  Colgate 
toothpaste  as  the  compa- 
ny's leading  profitmaker. 
Worldwide  sales, 
through  40,000  veterinary 
practices  and  some 
10,000  pet  stores,  will  top 
$800  million  this  year, 
and  operating  earnings  will 
come  in  at  more  than 
$150  million — more  than 


all  of  Colgate's  North 
American  consumer  prod- 
uct operations  combined. 

Hill's  is  for  four-legged 
gourmets — more  accurate- 
ly, for  pet  owners  who 
want  to  pamper  their  ani- 
mals. In  the  U.S.  Hill's 
Science  Diet  can  sell  for 
twice  as  much  as  similar 
products  fetch  in  supermar- 
kets. No  wonder  Hill's 
gross  profit  margins  are 
55%  to  60%. 

Believe  it  or  not,  U.S. 
sales  of  premium  pet  foods 
are  over  $1  billion,  with 
Hill's  the  leader.  In  the  past 
two  years  the  premium 
pet  food  market  in  Europe 
and  Japan  has  started  to 
take  off  and  is  growing  at 
20%  per  year.  That's  pro- 
ducing purring  and  adding 
bark  to  Hill's  income 
statement.        -H.R.  H 


called  Platinum  to  appeal  to  dentists. 

Okay,  but  Colgate  is  far  more  a 
world  business  than  it  is  a  North 
American  business.  What's  going  on 
in  the  rest  of  the  world?  He  spreads 
out  some  data  sheets  and  says,  "These 
aren't  published  figures,  but  they 
show  that  in  Europe  because  of  the 
recession  we  were  weak  last  year  and 
at  the  start  of  1994.  But  in  recent 
months  [our  position]  has  clearly  got- 


ten a  lot  better.  Latin  America  is 
always  strong  and  it's  getting  some- 
what stronger.  Asia/Africa  has  very 
strong  volume  .  .  .  so  our  broad  [geo- 
graphical] diversification  is  our 
strength." 

Aren't  Colgate's  rivals  knocking 
hard  at  the  gates  of  some  foreign 
markets  Colgate  has  long  dominated? 
Mark:  "There's  a  perception  that  un- 
til recently  we  have  been  alone  and 


now  others  are  going  to  come  in  and 
attack  us.  But  there's  hardly  a  country 
where  there  hasn't  long  been  consid- 
erable multinational  competition — 
often  P&G  and  Unilever. 

"Let's  talk  about  toothpaste,  P&G 
has  been  in  Mexico  for  many  years 
with  Crest.  We  have  an  86%  share  of 
toothpaste  there — up  from  79%  five 
years  ago.  Periodically,  they  put  in 
some  extra  advertising  and  they  get  a 
few  percentage  points  of  share — for  a 
while.  But  we  get  it  back  and  more. 

"Or  take  Venezuela.  When  I 
worked  there  22  years  ago,  P&G  was 
there.  Today  we  have  almost  60%  of 
the  market.  I'm  not  saying  that  P&G 
isn't  a  very  tough  competitor,  but  so 
are  we." 

Mark  does  not  deny  that  Colgate 
would  like  to  acquire  additional  prod- 
ucts to  run  through  its  worldwide 
pipelines — products  that  might  have 
the  potential  of  Mennen  deodorants 
and  Hill's  pet  foods  (see  box),  but  may 
be  becoming  more  constrained  for 
financial  reasons.  Colgate  now  has  a 
52%  debt  ratio,  up  from  30%  in  1992 
and  slightly  higher  than  most  of  its 
major  competitors'. 

Borrowing  to  make  a  big  acquisi- 
tion might  hurt  the  company's  credit 
rating.  Using  a  stock  swap  to  make  an 
acquisition  is  more  difficult  for  Col- 
gate because  its  stock  commands  a 
lower  price/earnings  ratio  (16)  than 
do  shares  of  rivals  like  Gillette  (33), 
P&G  (19)  and  Johnson  &  Johnson 
(17).  This  irks  Mark,  but  he  realizes 
that  Wall  Street  is  as  yet  unconvinced 
that  he  can  do  what  he  has  promised 
to  do. 

The  bidding  for  desirable  proper- 
ties has  become  almost  prohibitively 
expensive.  Witness  the  recent  bids  for 
Neutrogena  and  L&F  Products,  maker 
of  household  products  like  Lysol 
cleaners  and  Thompson's  water  seal- 
ants. Either  company  Colgate  would 
have  liked  to  acquire  in  whole  or  part. 
But  Johnson  &  Johnson  bid  some 
$900  million  in  cash  for  $282  million 
revenues  Neutrogena.  L&F  is  being 
auctioned  in  two  parts,  with  the 
household  products  part  thought  to 
be  worth  about  $1  billion. 

All  the  more  reason  why  55-year- 
old  Reuben  Mark  has  to  continue  to 
keep  on  steadily  boosting  Colgate's 
gross  margins.  Don't  bet  your  mort- 
gage against  him.  Hi 
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Summer  Is  Passing 
Very  Quickly... And  So  Is 
This  Special  Summer  Ofeer. 


Now,  all  the  performance  of  Seville  SLS  with  the  Northstar  System  can  be  yours  for  just  $499  a  month  for 
24  months  with  only  $2,500  down.  With  270  horsepower  at  your  command,  Seville  SLS  can  stay  comfortably  ahead  of 
the  crowd.  And  with  a  monthly  payment  this  low,  you'll  be  comfortably  ahead  financially  as  well.  Call  1-800-333-4CAD. 


$ 


499 


or 


j  month 

24-month  SniartLedse/iZSW  down 


0  Down 

$608  d  month 
24-month  SnidrtLcasr 


Before  Summer  Breezes  By,  See  Your  Local  Cadillac  Dealer. 


Seville  SLS 
Creating  A  Higher  Standard 


Payment  examples  based  on  a  IW  Seville  SLS:  $43,143  MSRI'  including  destination  t  barge.  Tax.  license,  title  fees  and 
Insurance  extra.  Your  payments  may  lie  higher  nr  lower  Payments  may  l»-  slightly  higher  in  Alabama.  Connecticut, 
Hawaii.  Texas  and  Virginia  You  must  take  retail  delivery  out  of  dealer  stmk  by  <)/2S/s>4  (.MAC  must  approve  lease. 
Option  to  purchase  at  lease  end  for  S29.424.  Mileage  charge  ol  $  10  per  mile  over  30.000  miles.  Lessee  pays  for 
excessive  wear  and  use.  See  your  participating  dealer  for  qualification  details  '24  Month  SmartLease  lirst  month's 
lease  payment  of  J4UQ  plus  $S2S  refundable  sorority  deposit  and  consumer  down  payment  of  $2. SOU  for  a  total  of 


S1.S24  due  at  lease  Signing.  Monthly  payment  is  based  on  a  capitalized  lost  of  Sift. 142  for  a  total  of  monthly 
payments  ol  $1  l.U7h  "24-Month  SmartLease  With  No  Down  Payment:  first  month's  lease  payment  of  S60H  plus  SfiSO 
refundable  security  deposit  and  consumer  down  payment  of  $0  for  a  total  of  $1,258  due  at  signing.  Monthly  payment 
is  based  on  a  capitalized  Mist  ol  J38.642  Always  wear  safety  belts,  even  with  air  bags. 
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Want  to  provide  a  pension  for  your  longtime  secretary, 
handyman  or  housekeeper?  Watch  out.  You  could  be 
breaking  the  law. 


Generous 
to  a  fault 


By  Carolyn  T.  Geer 

Say  you're  a  small  business  owner 
and  your  loyal  secretary  of  20  years  is 
about  to  retire.  The  company  has  a 
fairly  new  pension  plan  and  the 
payout  is  minuscule.  So  you  promise 
the  secretary  an  additional  $1,000  a 
month  out  of  company  funds  for  the 
rest  of  her  life. 

A  good  deed?  Not  to  the  bureau- 
cracy. You  are  probably  breaking  the 
law.  So  is  the  gentleman  farmer  who 
agrees  to  make  similar,  out-of-pocket 
payments  to  the  fellow  who  served  as 
his  caretaker  for  30  years.  And  so,  too, 
is  the  country  club  that  sends  checks 
to  the  longtime  club  groundskeeper 
after  he  retires. 

Such  informal  pension  arrange- 
ments are  perfectly  legal  for  highly 
paid,  management-level  employees. 
Why  not  for  the  more  lowly?  Because 
the  government  in  its  wisdom  feels  it 
should  "protect''''  these  lower-paid 
employees  against  you.  You  cannot 
pay  such  pensions  unless  you  observe 
complicated  funding,  vesting  and  re- 
porting rules. 

"Employers  are  often  surprised  to 
find  that  the  burden  of  the 
federal  requirements  makes 
it  prohibitively  costly  for 
them  to  do  something 
good  for  an  employee 
who    is  retiring," 
says   Diane  Beau- 
chesne,  a  benefits 
lawyer  at  Sullivan  & 
Worcester  in  Boston. 
For   example:  You 
have  been  taking  deductions 
for  your  contributions,  and 
the  government  discovers  that 
J-     you  haven't  set  fu nds  aside  in  a 
trust.  It  could  assess  penalties 


and  interest  for  failure  to  fund 
these  benefits.  There  are  also 
stiflfpenalties  of  up  to  $1 ,000  a  day  for 
failing  to  file  certain  disclosure  forms. 

Okay,  suppose  you  say  to  hell  with 
it  and  send  the  checks  without  claim- 
ing deductions?  You  still  can  get 
slammed  by  the  government.  "If  at 
some  point  you  changed  your  mind  or 
something  went  wrong  and  you  went 
into  bankruptcy,  the  former  employ- 
ee might  come  back  and  challenge 
you,"  warns  James  Klein  of  Towers 
Perrin  in  New  York. 

There  are  still  ways  you  can  do 
something  extra  for  a  valued  employ- 
ee without  getting  caught  in  the  gov- 
ernment's regulatory  web.  Here  are 
several  suggestions: 

The  easiest  thing  to  do  is  to  give  the 
person  a  large  lump  sum  at  retirement 
and  wash  your  hands  of  the  whole 
matter.  One  drawback,  of  course,  is 
that  the  employee  might  blow  all  the 
money  at  the  racetrack.  Well,  at  least 
you  tried. 

Method  two:  Buy  an  annuity  for 
your  employee.  As  with  a  lump  sum, 
the  theory  is  that  it's  not  a  pension  but 
a  completed  property  transfer.  One 
employer  in  a  small  family  business 
can't  afford  a  formal  retirement  plan, 
but  has  an  office  manager  of  20  years 
that  he  wants  to  see  taken  care  of.  She 
is  10  years  from  retirement.  Every 
year  he  buys  her  an  annuity,  paying 
the  premiums  to  the  insurance  com- 
pany and  a  bonus  to  her  to  cover  the 
tax  she  owes  on  the  value  of  the 
annuity.  Meanwhile,  he  gets  to  de- 
duct his  outlays.  She  loses  the  tax 
deferral  she  would  get  with  a  conven- 
tional pension  plan,  but  she's  not 
complaining. 


Method  three:  SEP-IRA.  This  is  a 
simplified  employee  pension  in  which 
the  employer  contributes  to  an  IRA 
established  for  each  employee  in  pro- 
portion to  the  employee's  income. 
seps  permit  annual  contribu- 
tions as  high  as  $22,500.  The 
|  disadvantage  to  the  employer 
§  is  that  he  must  cover  every 
I  one — not     just     ones  he 
I  chooses.  The  advantages  are 
that  he  gets  a  deduction  for  his 
contributions,  isn't  required 
to  contribute  every  year,  and 
doesn't  have  to  file  a  lot  of 
reports  to  the  government. 
A  problem  here  could  be 
jif.      that  the  employee  might  take 
the  money  out  earlier,  get  hit 
with  taxes  and  penalties  and  still  be 
bereft  at  retirement. 

There  are  additional  problems  for 
tax-exempt  organizations  seeking  to 
help  employees  in  their  retirement.  If 
they  promise  a  benefit  to  an  employ- 
ee, the  full  present  value  of  the  pay- 
ments is  taxable  income  to  the  em- 
ployee— unless  the  arrangement 
meets  certain  narrow  conditions. 
That  means  the  employer  must  file  an 
information  return  and  withhold  in- 
come tax.  "People  used  to  laugh  at 
that,"  recalls  Towers  Perrin's  Klein. 
They  stopped  laughing 
when  the  accounting 
firms  started  refusing  to 
sign  their  audits  unless  the 
reporting  requirements 
were  met. 

A  country  club  com- 
pensated for  its  lack  of  a 
formal  retirement  plan  by 
allowing  certain  employ- 
ees to  work  only  part  time 
during  their  last  years  on 
the  job  while  collecting 
full  pay.  The  same  thing  could  be 
done  for,  say,  the  husband  and  wife 
who  have  served  as  handyman  and 
housekeeper  of  your  Maine  vacation 
home  for  40  years — unless,  of  course, 
the  two  are  eager  to  move  to  Florida. 

Don't  overlook  the  possibility  of 
simply  giving  a  bonus  every  so  often. 
Bonuses  are  discretionary.  You  don't 
have  to  give  one  to  everybody,  and 
you  don't  have  to  give  one  every  year. 
But  if  the  beneficiary  blows  the  mon- 
ey, there  you  are  with  either  a  bad 
conscience  or  a  charity  case  on  your 
hands.  M 
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Our  international  service. 
Available  in  small,  medium  and  large. 

No  matter  what  kind  of  cargo  you're  shipping,  no  one  takes  it  over  there  like  FedEx®.  From  a  few  ounces  to 
shipments  over  500  pounds.  Just  call  1-800-247-4747*.  and  we'll  make  shipping 
overseas  as  easy  as  shipping  next  door.  Our  most  important  package  is  yours® 
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TAXING  MATTERS 


If  you  want  to  know  why  the  U.S.  savings  rate 
is  so  meager,  just  look  at  the  latest  outrages 
from  the  Treasury  Department.. 

Pension  torture 


By  Janet  Novack 

"Fairness."  What  unfair  and  stupid 
things  are  done  in  its  name  diese  days 
by  the  people  who  write  our  tax  laws. 

Over  the  past  decade  the  Treasury 
Department  has  created  a  labyrinth  of 
tests  to  make  sure  that  pension  plans 
are  "'fair'"  to  rank-and-file  workers. 
Now  the  Treasury  is  caught  in  its  own 
tangled  web.  After  three  years  of  labor 
refining  antidiscrimination  rules,  it 
imposed  them  last  year  (300  pages  of 
fine  print  ).  Already  it  wants  to  change 
the  rules.  Turns  out  they  promote 
"■discrimination." 

Indeed,  the  rules  could  allow  a 
small  business  to  set  up  a  tax-favored 
pension  plan  that  contributes  20%  of 
pay  for  a  $150,000-a-year  boss  but 
just  3%  of  pay  for  his  $25,000  work- 
ers. And  therein  lies  a  lesson:  The 
more  the  tax-rule  writers  bend  and 
contort  to  make  sure  the  rich  don't 
get  too  rich,  the  more  loopholes  they 
end  up  opening. 

So  what's  this  government-created 
loophole  that  has  the  Treasury  so 
upset?  It  allows  a  defined  contribu- 
tion profit-sharing  plan  to  be  tested 
for  discrimination  as  if  it  were  a  pen- 
sion plan  paying  a  monthly  stipend 
determined  by  ending  salary  and  years 
of  service. 

Using  such  "cross-testing,"  an  em- 
ployer can  contribute  a  higher  per- 
centage of  salary  for  an  older  worker. 
That's  because  the  younger  worker, 
who  has  more  years  left  for  contribu- 
tions to  accumulate,  will  supposedly 
end  up  with  the  same  share  of  salary 
replaced  at  retirement.  Such  a  plan  is 
called  "age-weighted."  Convenient- 
ly, bosses  tend  to  be  older  than  lower- 
paid  workers. 

Cross-testing  was  legal  before  the 
Treasury  issued  its  regulatory  opus. 
But  in  the  past,  cross-tested  plans  had 
to  pass  a  more  general  smell  test.  A 
conservative  pension  adviser  would 


tell  a  small  business  owner  that  a  plan 
giving  him  20%  and  his  workers  3% 
smelled  bad.  Now,  using  software 
written  to  follow  the  Treasury's  pre- 
cise rules,  the  same  adviser  feels  obli- 
gated to  tell  the  owner  just  how  far  he 
can  push  the  law. 

Actuary  Mary  Jo  Arthur  is  a  vice 
president  of  Chicago-based  EBG  & 
Associates.  She  says  one  reason  cross- 
testing  now  produces  lopsided  plans 
is  that  the  Treasury  dictated  unrealis- 
tically  high  assumptions  about  how 
much  young  workers  can  earn  on 
pension  contributions.  The  higher 
those  returns,  the  less  that  must  be 
put  away  for  them  now. 

Moreover,  the  Treasury  imple- 
mented its  new  rules  just  as  Congress 


was  punishing  savers  in  another  way, 
thus  giving  employers  the  motive  to 
resort  to  cross-testing  as  a  way  to 
preserve  the  benefits  they  were  get- 
ting from  existing  profit-sharing 
plans.  In  1993  Congress  reduced 
from  $235,840  to  $150,000  the 
amount  of  salary  that  can  be  counted 
in  funding  tax-deferred  pensions.  (Is 
"fairness"  a  euphemism  for  extorting 
more  money  from  the  voters  without 
most  of  them  noticing  it?)  Here's 
what  the  new  salary  ceiling  can  mean. 

A  60-year-old  doctor  pays  himself 
$235,000  and  each  of  two  30-year- 
old  nurses  $40,000.  In  1993,  using  a 
pension  plan  integrated  with  Social 
Security,  the  doctor  could  put  away 
$30,000,  or  12.8%  of  salary,  for  him- 
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"CBOT  Treasury  futures  and  options 
help  us  lock  in  lower  borrowing  costs. 
And  ultimately,  our  customers  benefit 


with  better  loan  rates!' 


William  Whitehead 

Vice  President-Asset/Liability  Management 
Federal  Farm  Credit  Banks  Funding  Corporation 

The  Federal  Fann  Credit  Banks  Funding  Corporation  issues  bonds  and  notes  to  fund  System  Banks  which  lend 
money  to  farmers,  ranchers  and  agricultural  cooperatives.  So  reducing  interest  rate  risk  and  guaranteeing  loan 
rates  are  key  issues  to  Whitehead.  "We  need  cost  effective  hedging  tools,"  says  Whitehead.  'That's  why  we  use 
the  CBOT  2-,  5-,  and  10-year  Treasuries,  plus  the  30-day  Fed  Funds  contract." 

Locking  in  a  funding  rate  lowers  the  risk  to  the  Banks,  which  translates  into  savings  to  the  ag  borrower. 
'The  Banks  stay  competitive  by  better  managing  their  interest  rate  exposure,"  adds  Whitehead.  "In  the  end, 
everyone  benefits-the  Banks,  farmers,  ranchers  and  ag  co-ops,"  Whitehead  concludes.  "Using  CBOT  Treasury 
futures  and  options  has  been  a  very  successful  strategy." 

To  find  out  how  CBOT  futures  and  options  can  help  you  lock  in  /(Sf.  C*Y\\r-ar\f\ Rnarrl  rATmria 
interest  rates,  call  for  your  "Treasury  and  Fed  Funds  Risk  Management  ^  HUItJU  PUdm  Ul  irdQC 
Kit  at  i-800-THE-CBOT,  ext.  6006,  or  1-312-435-3558,  ext.  6006.  HHHHHHH 
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Master  Control 
1000  HOURS. 
Built  in  the  traditional  school. 

For  IOOO  hours, 
Jaecer-LeCoultre 
tried  to  defeat  this 
watch...  and 
failed.  Through 
temperature 
extremes,  intense 
magnetic  fields  and 
calculated  shocks, 
the  Calibre  889/1. 
33-jewel.  automatic 
movement  per- 
formed flawlessly, 
vibrating  eight  times 
a  second,  its 
fast-beat  balance 
maintained  chrono- 
metrical  precision 
in  six  timing  posi- 
tions, your  master 
Control  is  hand- 
built  IN  THE  TRADITION 
OF  JAEGER-LECOULTRE'S 
CELEBRATED  AUTO- 
MATIC WRISTWATCHES. 
AND  WE  SIGN  IT  IN 
TRIBUTE  TO  YOU... 
BECAUSE  YOUR  TIME 
DESERVES  ALL  OF  OUR 
TIME. 

^Jaeger-leCoultre* 


For  more  information  about  watches  from  Jaecer-LeCoultre. 
or  for  your  free  copy  of  our  complete  catalogue,  containing  more  than 
200  paces  with  detailed  information  about  jaeger-lecoultre's  history 
and  products,  contact  your  local  retailer  or: 

jaeger-lecoultre,  p.o.  box  1608.  winchester,  va  22604.  telephone  (800)  jlc-tlme. 


self,  while  giving  his  nurses  8.5%,  or 
$3,400  each.  In  1994,  with  only 
$150,000  of  his  income  counted, 
here  are  his  options,  as  calculated  by 
actuary  Arthur: 

■  He  can  continue  to  give  the  nurses 
$3,400  each  and  slash  his  own  pen- 
sion contribution  to  $17,846,  or 
7.6%  of  pay. 

■  He  can  cut  his  own  contribution  to 
$24,266,  or  10.3%  of  pay,  while  rais- 
ing the  nurses  to  12.8%  of  pay. 

■  He  can  set  up  a  second  supplemen- 
tary pension  plan  and  continue  to  give 
himself  a  total  of  $30,000,  while  rais- 
ing his  contribution  for  the  nurses  to 
16.6%  of  pay. 

■  He  can  cross-test  the  plan  and  give 
himself  $30,000,  which  cuts  the 
nurses  to  as  little  as  $1,200  and  a 

In  typical  overreaction, 
the  Treasury  asked 
Congress  to  ban  almost 
all  cross-testing.  But 
the  House  Ways  &  Means 
Committee  rejected  that 
heavy-handed  approach. 

maximum  of  $2,250  each. 

No  surprise  if  the  doctor  takes  the 
fourth  option. 

Suddenly  concerned  late  last  year 
about  its  blooper,  the  Treasury,  in 
typical  overreaction,  asked  Congress 
to  ban  almost  all  cross-testing.  In  July 
the  House  Ways  &  Means  Commit- 
tee, showing  some  sense  for  once, 
rejected  that  heavy-handed  approach. 
The  committee  directed  the  Treasury 
to  review  its  new  rules,  presumably  to 
see  if  it  can  block  potentially  abusive 
plans  with  still  more  excruciatingly 
complex  tests. 

Paula  Calimafde  is  a  lawyer  repre- 
senting a  coalition  of  small -business 
and  pension  groups  seeking  to  retain 
cross- testing.  Here's  her  recommen- 
dation: Raise  the  price  of  admission.  If 
cross-testing  is  used  to  put  away  more 
money  for  the  bosses,  require  that  at 
least  5%  of  pay  be  contributed  for 
every  employee. 

But  that  sounds  too  simple.  Look 
for  more  convolutions — and  more 
costly  paperwork.  Hi 
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A  Scudder  Pure  No-Load™  Fund! 


Latin  America  is  a  dynamic 
opportunity  for  aggressive 
investors  like  meV 


In  Latin  America,  major  economic  and  political  changes 
are  opening  new  investment  opportunities.  If  you'd  like  to 
be  part  of  them,  consider  Scudder  Latin  America  Fund — 
the  nation's  first  pure  no -load7"  fund  to  invest  in 
Latin  America.  Designed  for  aggressive  invest- 
ors who  seek  above-average  growth  over  the 
long  term,  the  Fund  also  involves  above-average 
risk,  including  currency-exchange  and  share - 
price  fluctuation  and  emerging-market  vola- 
tility. Helping  to  reduce  that  risk  is  the 
extensive  Latin  American  investing 
experience  of  the  Fund's  adviser, 
Scudder,  Stevens  &  Clark,  Inc.  Call 
today  for  a  free  information  kit* 


Scudder  Latin 
America  Fund 
1-800-225-2470 

ext. 7668 


SCUDDER 

STEVENS  &  CLARK,  INC. 

Celebrating  75  years 
of  serving  investors 


Investment  return  and  principal  value  fluctuate,  so  you  may  have  a  gain  or  loss  when  you  sell  your  shares.  A  2%  redemption  fee  is  payable  to 
the  Fund  for  shares  held  less  than  one  year.  The  fee  may  be  modified.  *The  free  kit  includes  a  prospectus  with  more  complete  information  on 
management  fees  and  other  expenses.  Please  read  the  prospectus  carefully  before  you  invest  or  send  money. 


Upstart  Asiana  Airlines  wasn't  content  grabbing 
a  chunk  of  the  domestic  Korean  market. 
It  has  grand  international  ambitions. 

Two  sons  rise 
in  the  East 


By  Damon  Darlin 


In  good  Oriental  fashion,  an  Asiana 
Airlines  flight  attendant  on  a  recent 
Los  Angeles  to  Seoul  flight  served  a 
male  passenger  before  a  female  seat- 
mate.  Informed,  Angie  Kyung-Ja 
Choi,  Asiana's  deputy  general  manag- 
er for  cabin  crew  training,  was  terribly 
upset.  "Oh,  no!  We  teach  them  to 
serve  ladies  first,'"  she  exclaimed. 

Relax.  Korea  itself  is  not  about  to 
cave  in  to  Western  ideas  of  chivalry  or 
political  correctness.  "We  use  the  in- 
ternational standard,"  Choi  insist- 
ed— for  sound  commercial  reasons. 
For  indeed,  Asiana  has  international 
ambitions. 

Asiana  is  a  baby  as  far  as  interna- 
tional airlines  go,  started  only  5V2 
years  ago  by  the  tire-  and  chemicals- 
making  Kumho  Group.  From  the 
start,  Asiana  had  grand  ambitions. 
Not  for  it  starting  gradually  by  haul- 
ing Koreans  on  jaunts  to  Cheju  Is- 
land.   Park.    Seong-Yawng,  group 


An  Asiana  Airlines  crew 

Trained  with  international  standards. 


chairman  and  chief  executive  officer, 
saw  his  airline  taking  on  United,  Sin- 
gapore Airlines  and  other  leading  car- 
riers in  Asia,  as  well  as  $3.3  billion 
(revenues)  Korean  Air  Lines. 

Park,  62,  had  no  illusions  about 
what  the  ambitions  would  cost  his 
conglomerate.  The  Yale-educated 
former  economics  professor  and  pres- 
idential adviser  projected  losses  of 
$250  million  in  Asiana's  first  five 
years.  In  fact,  it  lost  nearly  $300 
million  because  of  the  grandiosity  of 
its  ambitions. 

No  wonder.  Started  in  1988,  Asiana 
soon  won  a  third  of  the  domestic 
market  and  a  toehold  in  the  fast-grow- 
ing Asia-Pacific  market.  "There  were 
some  sleepless  nights  when  I  thought 
about  giving  up,"  Park  mumbles.  But 
next  year,  he  says  proudly,  Asiana  will 


turn  its  first  profit.  A  small  profit  but  a 
triumph  nevertheless. 

Park  and  his  49-year-old  brother, 
Park  Sam-Koo,  who  serves  as  president 
of  the  airline,  learned  to  take  risks  from 
their  father,  Park  In-Chun.  In  1946 
the  elder  Park  started  what  is  now  a 
$3.5  billion  conglomerate  with  two 
old  Fords  as  taxicabs  in  the  impover- 
ished southeastern  city  of  Kwangju. 
The  Korean  War  destroyed  his  busi- 
ness. He  started  again.  Riding  the 
trend  of  the  postwar  mass  migration 
from  the  rice  paddies  into  the  cities,  his 
company  grew  into  Asia's  largest  inter- 
city bus  company.  By  the  1960s  he  was 
making  tires,  steel  and  consumer  elec- 
tronics, and  building  overseas. 

In  1984,  when  his  father  died,  Park 
Seong-Yawng  took  over  as  group 
chairman  and  began  making  sweep- 
ing changes.  He  shed  less-profitable 
businesses,  such  as  steel,  electronics 
and  overseas  construction.  He  fo- 
cused on  tires  and  a  successful  petro- 
chemicals business  his  younger  broth- 
er had  started. 

But  he  wanted  to  make  his  own 
mark.  Where?  Korea  was  changing, 
becoming  affluent.  The  newer  oppor- 
tunities would  lie  in  supplying  services 
to  an  increasingly  wealthy  and  leisure- 
oriented  society.  One  of  the  first 
things  newly  affluent  people  want  to 
do  is  travel. 

How  to  get  a  foothold?  He  saw  his 
opportunity  in  Japan.  When  Japanese 
in  Sendai,  Nagoya  or  Fukuoka  want 
to  travel  abroad,  they  have  to  go  first 
to  Tokyo,  but  domestic  flights  into 
Tokyo's  crowded  Narita  airport  are 
strictly  limited.  Why  not  use  Seoul  as 
an  international  hub  for  these  smaller 
Japanese  cities?  Nagoya  to  Seoul,  for 
example,  and  thence  to  anywhere  in 
the  world. 

Today  an  Asiana  flight  to  Los  An- 
geles from  Fukuoka,  Japan,  costs 
$890  in  economy  class,  going 
through  Seoul,  but  $2,050  on  Japan 
Air  Lines  via  Tokyo.  And  in  many 
cases  using  the  Seoul  hub  is  faster. 
Asiana  flights  are  70%  full,  slightly 
more  than  the  Japanese  carriers. 

To  get  a  fast  start,  Park  staffed  his 
airline  by  raiding  Korean  Air.  A  Kore- 
an Air  official,  still  irked  by  the  raiding 
of  its  staff,  scoffs:  "Asiana  is  the  airline 
Korean  Air  built."  But  no  longer: 
Korean  Air  persuaded  the  govern- 
ment to  prohibit  such  job-hopping. 
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The  government  did  agree  to  give 
two  of  every  three  new  routes  avail- 
able to  Asiana,  but  it  also  gave  Korean 
Air  exclusive  use  of  lucrative  routes  to 
Australia,  Europe  and  the  Middle 
East.  (The  restrictions  were  finally 
lifted  last  month.) 

But  Korean  Air  didn't  depend  only 
on  the  government  to  fight  the  up- 
start; it  also  kept  domestic  fares  for- 
biddingly low.  It  costs  only  $45  to  fly 
200  miles,  from  one  end  of  the  coun- 
try to  the  other.  Keeping  prices  low 
hurts  Korean  Air,  but  domestic  flights 
account  for  only  10%  of  total  sales, 
versus  27%  for  Asiana.  "They  thought 
that  if  they  squeeze  we  would  fall 
down,"  says  Park  Sam-Koo.  Asiana 
squeezed  back.  It  bought  or  leased 
all-new  Boeings,  all  with  General 
Electric  engines,  to  compete  with  Ko- 
rean Air's  aging  fleet. 

While  Koreans  are  proud  people, 
they  see  nothing  demeaning  about 


learning  from  other  cultures.  Asiana 
hired  Landor  Associates  in  San  Fran- 
cisco to  design  for  it  a  logo  and  a 
distinguished  gray- brown  color 
scheme.  The  color  scheme  was  high- 
lighted by  the  saektonjj,  the  vibrant 
colors  of  Korea's  national  costume, 
the  hanbok.  Asiana  also  hired  consul- 
tants to  start  a  frequent- flyer  program, 
getting  a  competitive  edge  against  Ko- 
rean Air.  Late  last  month  Asiana  signed 
a  marketing  agreement  to  share  flights 
with  Northwest  Airlines. 

Park  made  service  a  priority.  The 
quality  of  flights  on  its  30  Boeings 
matches  that  of  Singapore  Airlines — 
spotless  restrooms  after  an  eight- hour 
flight — and  far  exceeds  that  of  most 
American  international  carriers  in  Asia. 
It  offers  more  space  in  its  business  class 
by  putting  only  two  seats  in  a  row. 

But  the  competition  is  getting 
tougher  in  Asia,  where  profits  are  de- 
clining even  for  big  airlines.  Asiana's 


Park  Seong-Yawng  (left)  and  Park  Sam-Koo 
The  logo  is  a  woman  in  Korean  hanbok. 


flights  to  the  U .  S .  are  only  half  full .  New 
routes  to  Vietnam,  Shanghai  and  Bei- 
jing will  help  boost  volume,  but  they 
won't  make  up  for  the  loss  of  routes  to 
Taipei,  cut  when  Taiwan  severed  diplo- 
matic relations  with  Seoul  over  recog- 
nition of  China  in  1992. 

That  leaves  Asiana  heavily  depen- 
dent on  its  46  weekly  flights  to  the 
smaller  lapanese  cities.  lapan  Air  Lines 
wants  to  reclaim  that  market.  The 
new  Kansai  International  Airport  in 
Osaka  provides  a  hub  for  Japanese 
carriers  servicing  smaller  Japanese  cit- 
ies, and  jal  is  cutting  certain  interna- 
tional fares  as  much  as  25%. 

That's  tough  competition — Japan 
Air  Lines  and  Korean  Air — but  the 
Parks  are  tough,  too.  Looks  like  little 
Korea  is  going  to  end  up  with  two 
genuine  international  airlines  WM 
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In  the  past  year, 


we  ve  seen  our 


storage  business 

TOW  30%,  our 


PC  business  grOW  100%,  and  our 

Alpha  AXP  sales  increase  164^ 


Some  people  think  those  figures 
already  represent  a  comeback.  To  us, 
it's  just  a  beginning.  Digital  is  chang- 
ing from  a  company  famous  for  com- 
plicated decision-making,  to  one 
famous  for  decisiveness. 

At  our  new  Computer  Systems 
Division,  we're  applying  the  lessons 
learned  in  our  PC  operation  to  our 
core  business.  The  result:  a  division 
with  its  own  manufacturing,  engi- 
neering, sales  and  marketing — one 
that  lets  us  pay  more  attention  to  your 
needs,  with  systems  unequaled  in 
their  openness  and  range  of  choice. 


THE  BEST  OF  CISC, 
THE  BEST  OF  RISC 

That  choice  begins  with  two  equally 
supported  platforms — Intel™  CISC 
for  very  high  volume  and  high  perfor- 
mance PC  clients  and  servers,  and  our 
64-bit  Alpha  AXP™  RISC  for 
absolutely  blinding  performance  in 
workstations  and  servers.  And  we 
offer  the  only  products  you  can  con- 
vert from  CISC  to  RISC. 

Now  the  industry  is  finally  begin- 
ning work  on  64-bit  RISC,  and  we're 
happy  to  see  this  endorsement  of 
Alpha  AXP.  But  HP  and  Intel  say  it'll 
take  a  few  years.  We  have  64-bit 
RISC  now.  With  6,000  applications. 


OUR  SYSTEM:  MANY  SYSTEM! 

Fact  is,  Digital  is  a  multiple  operati 
system  company  because  that's  whai 
most  of  you  are.  In  DEC  OSF/lf 
we  have  the  most  standards-compli; 
highest  quality  UNIX*  in  the  indus 
It  gives  you  outstanding  high  availai 
ity  features  through  clustering  and  I 
fastest  recoverability  of  any  UNIX 
the  market.  And  ours  is  the  only  co 
mercial  64-bit  UNIX  system,  whicl 
experts  say  will  keep  us  the  price/ 
performance  leader  for  years. 

We  offer  OpenVMS™  because 
millions  need  it,  as  it  provides  the  t 
clustering  capabilities  on  the  marke 


CDigilal  Equipment  Corporation.  1 994.  Digital,  the  DIGITAL  logo,  DEC.  Alpha  AXP,  LinkWorks.  PATHWORKS,  and  Open  VMS  art  trademarks  of  Digital  Equipment  Corporation.  UNIX  is  a  rtgistirtd  tradtmark  of  UNIX  S 


jh-security,  high-throughput, 
ss-critical  work.  We  plan  to 
rt  it.  invest  in  it,  keep  customers 
>perational  with  it,  and  intro- 
t  to  new  customers  as  well, 
hat's  more,  Digital  has  part- 
with  Microsoft®  to  bring  you 
Windows'"  operating  environ- 
Windows  NT™  Workstation 
erver. 

these  system  options  give  you 
ery  important  thing.  Choice 
ut  compromise. 
R  SOFTWARE:  TRULY  OPEN 

penness  even  extends  to  software, 
xcellent  example  is  our  PATH- 
.KS™  application,  which  lets 
onnect  with  anybody  on  virtu- 
ly  network  operating  system,  no 


matter  what  client  you're  on.  And  our 
LinkWorks™  software  lets  you  share 
and  edit  work  regardless  of  application, 
on  most  any  network  operating  system. 

OUR  STRATEGY: 
YOU  CALL  THE  SHOTS 

This  multiple  platform/multiple  oper- 
ating system  strategy  means  we  never 
have  to  force  a  migration  on  you.  You 
choose  what's  best  now  and  we  support 
it.  You  decide  when,  where,  or  if  you 
want  to  migrate  and  we  provide  what 
you  need.  Simple. 

THE  MOST  ADVANCED 
TECHNOLOGY 

Nothing  proves  this  better  than  our 

pioneering  64-bit  RISC  architecture. 

Where  else  in  this  industry  are  so  many 

competitors  so  far  behind  a  single  leader? 


But  don't  worry, 
we're  planninj 
comeback. 


Right  now,  our  Alpha  AXP  clients 
and  servers  offer  the  highest  perfor- 
mance and  the  best  price/perfor- 
mance you  can  buy. 

THE  EASIEST 
TO  DO  BUSINESS  WITH 

One  thing  that  definitely  isn't  chang- 
ing is  our  world-class  service  and 
support.  To  be  even  more  responsive, 
we're  dramatically  expanding  our 
relationships  with  resellers,  VARs  and 
System  Integrators.  Of  course,  if  you 
need  a  direct  relationship,  we're  here, 
with  our  partners,  delivering  the 
products.  Our  goal  is  to  be  the  easi- 
est company  to  do  business  with. 
With  the  products  and  support  that 
will  keep  you  competitive  into  the 
21st  century. 
Just  like  us. 


IDDSD 


Intel  is  a  trademark  of  Intel  Corporation.  OSF/l  rs  a  registered  trademark  of  Open  System  Foundation,  Inc.  Microsoft  is  a  registered  trademark  and  Windows  and  Windows  NT  arc  trademarks  of  Microsoft  Corpo\ 


Sol  Kerzner,  South  Africa's  king  of  sun, 
sex  and  gambling,  has  big  plans  to  restore 
the  lost  luster  of  Bahamas  tourism. 


Here  comes  the  sun 


By  Michael  Schuman 

Forhis  50th  birthday,  in  1985,  Solo- 
mon Kerzner  invited  500  of  his  clos- 
est friends  to  a  bash  at  his  Sun  City 
resort  in  South  Africa,  northwest  of 
Johannesburg.  After  four  days  of  non- 
stop partying,  150  of  the  guests 
climbed  into  a  rented  jumbo  jet  and 


flew  to  a  weeklong  celebration  in 
tropical  Mauritius.  Sedate  the  flight 
was  not.  Kerzner  replaced  the  usual 
stewardesses  with  dancers  from  Sun 
City's  Las  Vegas-style  revues,  who 
performed  a  striptease  in  the  aisles. 
Not  everyone's  idea  of  an  appropri- 


ate gesture  in  a  nation  where  mostl 
people  live  in  poverty,  but  Sol 
Kerzner  has  never  much  cared  about 
what  other  people  think.  Bruce 
Springsteen,  Bono,  Bob  Dylan,  Bon- 
nie Raitt  and  other  pop  stars  adopted 
him  as  a  symbol  of  evil  in  the  anti- 
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ipartheid  protest  song  "Sun  City"  in 
L985.  "It's  time  for  some  justice,  it's 
ime  for  the  truth,"  they  chanted.  "I 
lin't  gonna  play  Sun  City." 

Kerzner  scarcely  suffered  from  such 
rebuffs.  Now  59,  he  runs  Sun  Interna- 
:ional,  a  38 -property  group  of  casinos 
d  hotels  that  have  revenues  of  $850 
illion.  That  lavish  party  was  an  apt 
symbol  of  his  success.  Sun  Interna- 
tional was  built  on  sex  and  gambling. 

Kerzner  placed  his  most  famous 
resort,  Sun  City,  in  Bophuthatswana, 
i  black  homeland  created  by  South 
Africa's  former  white-controlled  gov- 
ernment. Casino  gambling  was  illegal 
in  South  Africa  proper,  but 
Bophuthatswana  had  its  own  laws. 
Kerzner  struck  a  deal  that  gave  him 
exclusive  gaming  rights  in  1977. 

Sun  City  drew  hundreds  of  thou- 
sands of  pleasure-seeking  South  Afri- 


cans after  its  1979  opening.  It  had  a 
man-made  lake,  a  theater  with  show- 
girl musicals,  a  148,000-acre  wildlife 
park  and  a  6,000-seat  superbowl  sta- 
dium, christened  with  a  performance 
by  Frank  Sinatra  in  1981.  But  what 
really  kept  the  guests  coming  were  the 
slot  machines  and  girlie  shows  that 
were  off-limits  in  a  still  somewhat 
Calvinistic  South  Africa. 

Is  Sol  Kerzner  about  to  get  his 
wings  clipped  now  that  Nelson  Man- 
dela is  president  of  the  country  and 
the  African  National  Congress  is  in 
control?  Not  on  your  life.  The  change 
of  government  means,  so  far  as  he  is 
concerned,  that  "South  Africa's  pari- 
ah status  will  end,"  and  his  with  it.  In 
the  1980s  his  attempts  to  make  in- 
vestments in  France,  Australia  and 
Atlantic  City  failed,  largely  because  of 
his  association  with  the  international- 


ly unpopular  white  rule  in  his  country. 

Nelson  Mandela's  release  from  jail 
in  early  1990  revitalized  him.  "I  knew 
then  for  the  first  time  that  South 
Africa  would  be  a  place  people  would 
want  to  go,"  Kerzner  says.  Since  then 
Sun  International  has  both  expanded 
abroad  and  defended  its  home  turf. 

The  old  homelands,  where  Kerzner 
found  sanctuary  from  South  African 
prudishness,  were  reintegrated  into 
South  Africa  proper  this  year,  and  the 
new  African  National  Congress-led 
government  is  planning  to  legalize 
gaming  throughout  the  country.  Up 
to  ten  new  licenses  could  be  issued  by 
early  next  year.  With  them,  Sun's 
monopoly  on  gambling  will  come  to 
an  end.  Illegal  casinos  have  already 
popped  up  countrywide,  damaging 
Sun's  gaming  business. 

Kerzner's  aggressive  response:  Lost 


ABOVE:  Sol  Kerzner,  hotelier 
LEFT:  South  Africa's  new  Lost  City  resort 
Keeping  competitors  at  bay  with 
a  fantasy  about  the  Ancients. 
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Sol  Kerzner 


ABOVE: 

Catching  a  wave 
at  Lost  City's 
man-made  beach 
RIGHT: 

An  African  welcome 

the  Palace 
"We  had  to  do  something 
outstanding,"  says  Kerzner. 


City,  a  $276  million  fantasy  land  next 
door  to  the  original  Sun  City.  "We 
had  to  do  something  outstanding," 
&ays  Kerzner.  "After  Mandela  was 
released,  we  anticipated  that  South 
Africa  would  be  integrated  and  that 
our  monopoly  would  end." 

Kerzner  even  created  a  myth  for 
Lost  City:  a  prehistoric,  opulent  Afri- 
can civilization  called  the  Ancients. 
The  centerpiece  is  a  338-room  hotel 
called  the  Palace,  designed  as  the 
home  of  the  Ancients'  royal  family. 
Other  attractions:  a  man-made  white 
sand  beach  and  ocean  with  waves  high 
enough  for  surfing;  an  imported  jun- 
gle with  1 .6  million  plants;  fake  volca- 
nic eruptions;  and  a  golf  course  with 
live  crocodiles  in  the  water  hazard  on 
the  13th  hole.  Kerzner,  a  master  of 
hype,  opened  Lost  City  in  1992  with 
the  Miss  World  pageant. 

There  are  a  few  clouds  on  Sun's 
horizons.  Preelection  violence 
dropped  die  occupancy  rates  of  the 
Bophuthatswana  properties  by  six 
percentage  points,  to  64%.  The  Sun 
City  complex  barely  saw  guests  for 
two  weeks  when  street  battles  ensued 
after  the  Bophuthatswana  govern- 


ment resisted  integration  in  March. 

But  Kerzner,  a  onetime  university 
boxing  champ,  is  resilient.  As  for  the 
competition,  he  says:  "More  tourist 
development  means  more  tourists. 
That's  good  for  my  business." 

"The  greater  competition  will  like- 
ly increase  the  size  of  the  gaming 
market,"  says  Jerome  O'Regan,  an 
analyst  at  Martin  &  Co.,  a  Johannes- 
burg brokerage.  "Sun  will  probably 
get  a  big  piece  of  a  bigger  pie." 

Just  to  make  sure,  Kerzner  is  ex- 
panding faster  overseas.  In  1990  he 
restarted  his  investment  plan  in 
France,  and  now  Sun  owns  30%  of  a 
French  company  called  Spic,  which 
controls  four  casinos  there.  In  the 
talking  stage:  a  $150  million  deal  with 
Indians  in  Connecticut  and  a  $200 
million  project  in  Israel  near  Eilat. 

Kerzner's  most  ambitious  interna- 
tional project  is  on  Paradise  Island  in 
the  Bahamas.  This  year  Sun  spent  $75 
million  on  60%  of  the  Paradise  Island 
properties  formerly  controlled  by 
Merv  Griffin's  Resorts  International. 
A  Nasdaq-listed  company  called  Sun 
International  Hotels,  controlled  by 
Sun  International,  owns  three  hotels 


there,  a  golf  course,  the  airport, 
small  airline  and  acres  of  undeveloped 
beachfront  property. 

In  recent  years  Mexico,  Puertc 
Rico  and  other  Caribbean  sites  havd 
taken  visitors  from  the  Bahamas 
Kerzner  hopes  to  reverse  the  trenc 
with  a  formula  similar  to  the  one  that 
made  him  so  rich  in  South  Africa. 

He  plans  to  integrate  all  the  Baha 
mas  properties  into  one  big  resort 
The  Paradise  Island  Resort  &  Casinc 
will  feature  a  water  park  with  raft  rides 
and  water  slides  and  huge  outdooi 
saltwater  aquariums  with  sharks.  With 
a  deadline  set  for  Dec.  15  this  year, 
Kerzner  is  trying  to  finish  this  phase  ol 
the  project  in  only  six  months. 

"We're  designing  while  we're 
building,"  says  Kerzner,  standing  on 
the  hotel  roof  surveying  the  construe  i 
tion.  "You've  heard  of  the  fast  track? 
Well,  we're  on  the  crash  track."  In  the 
next  five  years  Sun  plans  to  flatten  and 
rebuild  another  hotel,  overhaul  the 
third  and  build  beachfront  condos. 

Born  in  a  Johannesburg  suburb  to 
poor  Russian  immigrants,  this  obvi- 
ously tough  character  worked  at  their* 
cafe  as  a  child  selling  chewing  gum 
and  potato  chips.  After  graduating; 
from  college  in  1958,  he  convinced 
his  parents  to  pick  up  the  lease  on  a, 
fleabag  hotel.  While  working  as  an! 
accountant  full  time,  he  managed  the 
hotel  at  night  and  on  weekends. 

In  1963  Kerzner  convinced  a  for- 
mer accounting  client  to  put  up 
$200,000.  He  acquired  a  plot  of 
beachfront  at  Umhlanga  Rocks,  then 
a  tiny  fishing  village  north  of  Durban, 
and  the  next  year  opened  the  highly 
successful  Beverly  Hills  resort,  South 
Africa's  first  five -star  hotel.  Five  years 
later  Kerzner  hooked  up  with  South 
African  Breweries,  a  conglomerate,  to 
form  the  Southern  Sun  hotel  chain.  In 
1983  he  broke  with  Southern  Sun, 
taking  5  of  its  30  properties  with  him 
and  later  acquiring  casino  interests  to 
create  today's  Sun  International. 

No  surprise  that  this  ambitious 
man  would  try  to  crack  the  mighty 
U.S.  market  with  his  blend  of  sun,  sex 
and  gambling.  "Just  wait  until  this 
project  is  done,"  Kerzner  predicts, 
fidgeting  with  his  worry  beads. 
"Then  everybody  in  the  world  will 
want  to  make  a  deal  with  us."  Maybe 
he  can  even  get  Bruce  Springsteen  to 
perform  for  him  now.  m 
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Nothing  personal,  mind  you,  but  Alan  Greenspan 
pushed  Michael  Steinhardt— and  a  lot  of  other  hedge 
fund  operators— into  a  corner.  Many  of  them  will  not 
survive.  Will  Steinhardt? 


To  be 
or  not 
to  be 


By  Riva  Adas  and  Dyan  Machan 

Is  IT  time  TO  quit?  Michael  Stein- 
hardt, of  New  York-based  hedge  fund 
Steinhardt  Partners,  is  asking  himself 
that  question  these  days. 

"This  has  been,  perhaps,  my  most 
difficult  year,""  he  wrote  to  his  inves- 
tors July  19.  It's  not  just  that  the 
fabled  hedge  fund  operator  dropped 
$1.1  billion  of  his  own  and  his  inves- 
tors1 money  so  far  this  year.  With  that 
loss  has  come  a  certain  loss  of  enthusi- 
asm, according  to  people  who  know 
Steinhardt  well.  After  all,  he's  53  now 
and  has  been  at  the  nerve-wracking 
trade  for  a  quarter-century. 

To  date  this  year,  Steinhardt  Part- 
ners is  down  31.8%  in  a  stock  market 
that  is  up  3.8%.  Since  Steinhardt  owns 
more  than  10%  of  the  current  $3.25 
billion  in  assets,  he's  seen  his  own  net 
worth  drop  by  around  $160  million. 
He  also  remains  under  the  cloud  of  a 
three-year  government  investigation 
into  his  role  in  a  Treasury  note 
squeeze,  although  a  settlement  ap- 
pears imminent. 

This  hasn't  been  a  great  year  for  his 
competitors,  either,  but  Steinhardt  is 
more  emotional  about  losing  than 
many  others  in  the  business.  He  de- 
clined to  be  interviewed  for  this  arti- 
cle, but  he  has  often  spoken  of  how  his 
self-image  fluctuates  with  his  perfor- 
mance— a  potentially  dangerous  flaw 
in  a  career  where  taking  risks  often 
involves  taking  losses. 


He  set  up  Steinhardt  Partners  in 
1967  and  since  then  has  produced 
one  of  the  best  long-term  records  of 
any  money  manager.  A  dollar  invested 
with  him  27  years  ago  would  be  worth 
$408  at  the  end  of  August,  compared 
with  $14  for  the  s&P  500. 

But  last  year  may  have  been  the 
peak,  for  both  him  and  the  hedge 
fund  business.  After  nearly  12  years  of 
bull  market,  broken  only  by  October 
1987,  millions  of  investors  became 
comfortable  with  risk  in  good  part 
because  they  had  never  experienced 
its  painful  aspects.  Just  as  mutual 
funds  proliferated  as  small-investor 
money  poured  in,  so  did  hundreds  of 
new  hedge  fund  partnerships  pop  up, 
nurtured  by  bigger  investors. 

Everybody  seemed  to  make  money. 
The  money  runners  took  a  yearly 
management  fee  of  1%  or  so — like  a 
mutual  fund — but  unlike  a  mutual 
fund  also  creamed  off  20%  or  so  of  the 
profits.  In  the  greatest  bull  market  in 
history  the  profits  could  hardly  escape 
being  tremendous. 

And  then  the  boys  discovered  the 
bond  market.  Here,  too,  was  a  bull 
market,  what  with  interest  rates  fall- 
ing all  over  the  world  in  the  1980s. 
Here  was  a  market  so  huge  as  to  be 
almost  infinitely  liquid — you  could 
move  in  and  out  fast  without  roiling 
the  market.  And  the  leverage!  Margin 
requirements  on  stocks  limited  you  to 


borrowing  50%  of  the  price.  With 
bonds  a  big  operator  could  borrow 
98% — leveraging  50-toT.  If  you 
guessed  right,  you  made  a  bundle. 

The  yield  curve  also  cooperated 
nicely.  Its  steepness  in  recent  years 
rendered  moneymaking  easy  for  the 
professional  speculators.  Speculators 
could  take  huge  positions  in  long- 
term  bonds  financed  with  short-term 
borrowings — and  make  big  money 
even  if  the  price  of  bonds  held  steady. 


66 


Forbes  ■  September  26,  1994 


Here's  how  that  works:  If  long 
rates  are,  say,  8%  and  overnight  mon- 
ey costs  4%,  a  hedge  fund  can  buy,  say, 
$1  billion  worth  of  long  bonds  on 
borrowed  money,  putting  up  maybe 
$20  million  in  cash.  Its  interest  costs 
will  run  about  $39  million,  but  the 
interest  iticome  will  be  $80  million. 
That's  called  a  positive  carry.  Behold! 
The  fund  gets  a  better  than  200% 
return  on  its  money  even  if  bond 
prices  stay  steady;  if  bond  prices  rise,  it 


makes  even  more. 

Indeed,  last  year  was  glorious  for 
most  hedge  funds — with  every  major 
asset  class  performing  well.  Last  year 
Steinhardt's  four  major  funds  re- 
turned 57%. 

But  when  interest  rates  rise,  those 
easy  profits  turn  quickly  into  huge 
losses.  With  its  greater  leverage,  the 
bond  market  is  in  a  way  trickier  than 
the  stock  market.  In  the  example 
above,  it  would  take  just  a  2%  drop  in 


Steinhardt  Management's 
Michael  Steinhardt 
The  legendary 
hedge  fund  manager 
may  be  on  the  verge 
of  quitting.  What  does 
that  mean  for  the 
hedge  fund  business? 
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If  you  feel  like  your  money 
is  going  nowhere,  invest  in 
Janus  Worldwide  Fund. 

With  Janus  Worldwide 
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technology  stock  in  Singa- 
pore. Or  a  medical  firm  in 
Germany.  Or  a  multinational 
company  based  in  Sydney. 
Or  a  world  of  other  exciting 
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achieve  an  average  annual 
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life  of  the  fund* 

If  you're  interested  in  an 
investment  that  has  the  poten- 
tial to  really  take  you  some- 
where, here's  a  chance  to  put 
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Call  or  send  in  the  coupon 
today  for  a  free  prospectus 
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information,  including  ex- 
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Hamlet's  dilemma 

bond  prices  to  wipe  out  the  specula- 
tor's entire  equity. 

So  it  was  that  even  the  nimble  were 
badly  bruised  when  Alan  Greenspan 
stopped  the  bond  market  in  its  tracks 
this  year.  George  Soros'  Quantum 
Fund  was  down  6%  in  the  first  quarter. 
Newcomers  like  Leon  Cooperman's 
Omega  Advisors  lost  $400  million,  or 
20%  of  its  assets;  Argonaut  Manage- 
ment, started  just  last  year,  saw  its 
assets  sink  from  $450  million  to  $60 
million — and  is  on  shaky  ground. 

A  public  that  had  been  clamoring 
to  be  let  into  hedge  funds  suddenly 
cooled.  Now  a  number  of  hedge 
funds  are  on  the  verge  of  failing  or 
closing.  Possible  casualties  are  the 
London-based  Dorje  funds,  which 
began  the  year  with  over  $1  billion  in 

In  a  way  Steinhardt  and 
the  others  had  no  choice  hut 
to  venture  overseas:  So 
much  money  had  been 
thrust  on  them  there  was 
no  other  sandbox  big 
enough  for  them  to  play  in. 

assets  and  now  have  barely  $100  mil- 
lion. Steinhardt  has  lost  few  accounts, 
but  he  has  been  making  noises  about 
getting  out  of  the  business. 

Michael  Steinhardt  has  weathered 
tough  times  in  the  past,  but  times 
have  changed.  In  1987,  for  example, 
he  was  down  around  30%  in  the 
fourth  quarter,  but  his  funds  re- 
bounded sharply.  And  in  1987  he  had 
about  $1  billion  under  management, 
and  it  was  much  easier  for  him  to 
move  in  and  out  of  markets.  For 
instance,  all  the  offshore  hedge  funds 
put  together  probably  ran  one-fifth  of 
the  $100  billion  they  run  today,  ac- 
cording to  TASS  Management  Ltd.,  a 
London-based  hedge  fund  database. 

Steinhardt  was  one  of  the  pioneers 
in  the  business.  After  graduating  from 
Wharton  at  19,  he  worked  as  an  ana- 
lyst and  briefly  wrote  an  advice  col- 
umn for  Financial  World.  In  1967,  at 
age  26,  he  started  a  hedge  fund  with 
two  partners,  storming  in  and  out  of 
stocks,  sometimes  holding  them  only 
a  few  hours.  "I've  probably  shorted 
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Hamlet's  dilemma 


more  stocks  than  anybody  alive,"  he 
boasted  in  1987. 

As  more  and  more  customers 
flocked  to  his  winning  banner  in  the 
market's  stunning  rebound  from 
1987,  the  pressure  for  results  led 
Steinhardt  into  the  U.S.  Treasury 
market  with  its  liquidity,  high  lever- 
age and  positive  carry. 

He  first  played  it  in  a  big  way  in 
1981,  betting  long-term  rates  would 
drop  from  the  then-stratospheric  lev- 
els. This  conviction  lost  him  money 
that  first  year,  as  Paul  Volcker  contin- 
ued to  squeeze  inflation.  But  in  1982 
rates  dropped  sharply  and  Stein- 
hardt's  partners  reaped  a  78%  gain 
after  paying  his  fees. 

In  late  1992  Steinhardt  got  trendy. 
Along  with  other  hedge  funds,  he 
ventured  onto  George  Soros'  turf — 
international  bond  and  currency  mar- 
kets. "Steinhardt  and  other  latecom- 
ers caught  the  tail  end  of  a  13-year 
bull  market  in  bonds,"  says  Michael 
Aronstein,  president  of  West  Course 
Capital.  "Everyone  piled  into  the 
same  lifeboat  and  leaned  on  the  same 
railing." 

But  in  a  way  Steinhardt  and  the 
others  had  no  choice:  So  much  money 
had  been  thrust  on  them  there  was  no 
other  sandbox  big  enough  for  them 
to  play  in. 

In  late  January  1994  Steinhardt 
came  back  from  vacation  in  Asia  with 


Quantum  Fund's 
George  Soros 
Even  the  master 
of  global  markets 
didn't  escape 
the  first  quarter 
unscathed. 


what  acquaintances  describe  as  an  un- 
easy feeling.  Short-term  interest  rates 
had  already  spiked,  but  Steinhardt 
figured  it  was  just  a  slight  correction. 
Steinhardt  Partners  at  this  point  had  a 
$30  billion  position  in  European 
bonds.  By  the  time  Steinhardt  decid- 
ed to  trim  back,  everyone  else  had  the 
same  idea.  There  was  panic  in  the 
world  bond  markets  in  February  and 
March.  Steinhardt,  struggling  to  cut 
his  losses,  was  down  $1  billion  in  the 
first  quarter  of  this  year. 

Gilbert  de  Botton,  head  of  Global 
Asset  Management,  an  $8  billion 
money  management  group,  and  a 
longtime  Steinhardt  investor,  has  this 
to  say  about  Steinhardt  and  other 
latecomers  to  international  bond  and 
currency  speculation:  "While  full- 
grown  men  in  their  own  markets,  they 
are  boys  in  global  macro  markets." 

Bad  enough,  but  Steinhardt's 
losses  continued  in  the  second  quar- 
ter. Earlier  in  the  year  he  had  accumu- 
lated Canadian  bonds  in  excess  of  $4 
billion.  When  Canadian  short-term 
rates  rose  from  4%  to  6%  in  May,  he 
lost  over  $400  million. 

Even  his  short  positions  in  the  U.S. 
went  against  him:  After  being  net 
short  for  most  of  the  last  three  years  in 
U.S.  stocks,  he  covered  many  of  them 
too  soon — just  as  bears  were  begin- 
ning to  make  some  money.  "Ironical- 
ly, because  of  the  recent  portfolio 


liquidation,  we  did  not  benefit  from 
this  week's  market  decline,"  a  cha- 
grined Steinhardt  wrote  to  investors 
on  Apr.  4. 

Steinhardt  Partners'  assets  are 
down  to  around  $3.25  billion.  Most 
of  the  decline  from  $5  billion  repre- 
sents market  losses.  (There  has  also 
been  a  profit  distribution  from  Sun- 
beam-Oster  and  a  shift  of  assets  to  a 
real  estate  fund.)  There  have  been 
surprisingly  few  redemptions. 

But  these  days  in  Steinhardt's  33rd- 
floor  office  in  Manhattan,  there  must 
be  some  empty  desks.  Several  employ- 
ees have  defected,  among  them 
Chuck  Davidson,  who  was  responsi- 
ble for  the  firm's  plump  profit  on  its 
investment  in  Sunbeam-Oster  Corp. 
(  Forbes,  June  20).  Steinhardt  has  also 
fired  some  people. 

Whether  Steinhardt's  loss  of  elan  is 
permanent  or  temporary,  it  is  a  serious 
problem  for  this  essentially  one-man 
firm.  Steinhardt  has  no  clear  right- 
hand  man  or  woman.  He  came  the 
closest  to  finding  an  heir  apparent  in 
1989,  when  he  brought  in  Bruce 
Kovner.  The  pairing  didn't  last  six 
months.  Recently  he's  had  discus- 
sions with  Leon  Cooperman's  Ome- 
ga Advisors  about  a  possible  merger 
that  would  have  Cooperman  shoul- 
dering some  of  his  load.  The  chances 
are  remote  of  anything  happening. 

Will  he  toss  in  the  towel  now?  He 
has  talked  about  it  in  the  past.  "I 
don't  feel  what  I  do  is  profoundly 
virtuous,"  he  told  Institutional  Inves- 
tor in  1987.  "The  idea  of  making 
wealthy  people  wealthier  is  not  some- 
thing that  strikes  to  the  inner  parts  of 
my  soul."  In  1978  he  left  and  spent  a 
year  gardening  and  studying  the  Old 
Testament.  But  soon  the  market  was 
calling  him  and  he  returned. 

Steinhardt  himself  may  not  yet 
really  know  what  he  wants  to  do.  In 
the  meantime,  he  remains  net  short 
in  the  U.S.  stock  market.  Though 
his  funds  have  been  up  in  the  last 
two  months,  he's  making  no  heavy 
bets  on  anything. 

Alan  Greenspan  has  made  no  secret 
that  one  of  the  Fed's  motives  in  shov- 
ing up  short-term  interest  rates  was  to 
check  what  the  central  bank  saw  as 
excessive  speculation.  Michael  Stein- 
hardt just  didn't  see  that  coming.  Nor 
did  most  of  his  peers.  The  hedge  fund 
party  is  over.  H 


70 


Forbes  *  September  26,  1994 


Introducing  The  Toyota 
Touch  Lease.  InTbdays  Economy 

Its  Perfect  Timing. 


There's 
never  been 
a  better 
time  to  lease  a  Toyota  than  now 
Why?  You  ask.  Simple. 
It's  called  the  Toyota  Touch 
Lease.  It's  a  plan  designed  to  let  you 
lease  any  Toyota.  From  the  rugged 
4Runner  and  the  sophisticated 
Camry  to  our  tough,  dependable 
Trucks  and  the  all-new  totally 
redesigned  Celica.  And,  of  course, 
everything  in  between. 

Now  before  we  go  on,  let's  briefly 
touch  upon  how  a  lease  works. 

When  you  lease  a  vehicle,  you 
pay  for  the  difference  between  the 
initial  cost  of  the  vehicle  and  its 
projected  value  at  lease  end  (rather 
than  the  entire  cost  of  the  vehicle). 


In  other  words,  you're  only  pay- 
ing for  what  you  use.  It's  that  simple. 


oyota  Quality 


What  separates  the  Toyota  Touch 
Lease  from  all  other  lease  plans  is 
what's  built  into  every  Toyota. 
Attention  to  detail.  Every  member  of 
Toyota's  organization  is  committed 
to  giving  you  a  better  product.  It's 
what  we  call  Toyota  quality  And 
that's  where  it  all  begins. 


t  


igh  Resale  V\lue 


Toyotas  have  been  known  to 
retain  more  value  than  most  com- 
petitive vehicles. 

Simply  put,  when  it  comes  to 


leasing,  you'll  get  more  out  of  a 
Toyota.  Here's  why: 


ow  Monthly 
Payments 


Because  of  Toyota's  high  resale 
value  there's  less  depreciation  which 
means  low  monthly  payments.  What 
this  does  for  you  is  a  variety  of 
things.  Like,  for  instance,  it  can  help 
you  get  the  options  you've  always 
wanted.  Or  perhaps,  it  can  make  that 
dream  car  a  reality 

The  Toyota  Touch  Lease.  It  may  just 
be  the  perfect  time  for  you  to  get  aToyota. 

For  more  information  on  the 
Toyota  Touch  Lease  Plan,  please  call 
1-800-GO-TOYOTA. 

®  TOYOTA 

"I  love  what  you  do  for  me" 


Now\bu  Can  Lease  Any  Toyota. 


See  your  participating  Toyota  dealer  for  de 


:  Up!  Do  it  for  those  who  love  you 


Toyota  Motor  Sales,  U.S.A.,  Inc. 


In  their  rush  to  do  leveraged  buyouts  on  everything 
in  sight,  a  lot  of  dealmakers  forgot  to  ask  a  very 
important  question  about  the  airline  catering  business. 

Coffee,  tea 
or  bankruptcy? 


By  Nancy  Rotenier 

It  seemed  like  a  good  idea  at  the 
time.  Marriott  Corp.,  as  it  was  called 
then,  wanted  out  of  the  airline  cater- 
ing business.  It  was  late  1989,  and 
management- led  buyouts  were  all  the 
rage.  Daniel  Altobello,  chief  operat- 
ing officer  of  Marriott's  in-flight  ser- 
vices division,  saw  a  chance  to  run  his 
own  show  and  build  some  capital.  He 
enlisted  Carlyle  Group,  Washington, 
D.C. -based  dealmakers  who  helped 
raise  the  necessary  $570  million.  Ca- 
terair  International  was  born. 

But  the  folks  at  Carlyle  seem  not  to 
have  asked  the  obvious  question:  Why 
was  Marriott  boss  J.W.  (Bill)  Marriott 


Ir.  so  glad  to  be  rid  of  the  division? 
Had  they  been  a  bit  more  perceptive, 
they  might  also  have  foreseen  that 
Caterair's  airline  customers  were  deep 
in  the  red  and  heading  deeper.  By 
1993  airlines  were  eliminating  some 
meals,  shortening  mealtimes  and 
downgrading  to  cold  food  for  break- 
fast and  lunch.  The  nine  largest  U.S. 
airlines  decreased  their  spending  on 
food  by  8%.  In  a  business  with  thin 
margins  like  catering,  that  kind  of 
reduction  can  be  lethal. 

American  Airlines  saved  $20  mil- 
lion by  eliminating  hot  breakfasts  and 
reducing  food  service  on  some  flights, 


but  Caterair's  revenues  dropped  4%, 
to  $1  billion,  while  operating  profits 
plunged  from  $52  million  to  a  $185 
million  loss  last  year. 

Can  Caterair  avoid  bankruptcy?  It 
failed  to  pay  the  $27  million  it  owed  in 
August  to  bankers  and  bondholders, 
including  Goldman,  Sachs,  and  Aca- 
dia Partners.  Caterair  management 
has  been  meeting  with  creditors  over 
the  past  two  months  trying  to  restruc- 
ture $416  million  in  debt. 

Altobello  is  still  drawing  his 
$525,000  annual  salary,  but  his  hopes 
of  hitting  it  rich  have  just  about  evap- 
orated— as  has  most  of  the  $90  mil- 
lion invested  in  the  deal  by  Carlyle. 

Bill  Marriott,  even  though  he  may 
not  collect  all  the  estimated  $100 
million  Caterair's  holding  company 
owes  Marriott,  is  still  smiling. 

There's  a  moral  here:  Be  careful 
when  suddenly  everything  in  a  certain 
industry  comes  up  for  sale. 

Carlyle's  wasn't  the  only  sad  song 
in  airline  catering.  In  1986  Toronto- 
based  Onex  Corp.,  an  investment 
company  with  $1  billion  in  assets, 
bought  Sky  Chefs  from  AMR  Corp. 
For  the  next  five  years  its  operating 
margins  averaged  a  nice  8%  to  10%. 
But  when  its  contract  was  renegotiat- 
ed in  1992,  its  old  master,  American, 
applied  the  squeeze:  Chief  Executive 
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Wm  Most  Executives 
Never  Make  It  To  The  Top. 


In  1906,  a  young  Russian  immigrant  found  work  as  an  office  boy  at  Marconi  Wireless  Telegraph  Company. 
He  clawed  his  way  up  to  Chief  Inspector  at  the  age  of  22.  And  ever  watchful  for  ways  to  advance  his  career, 
he  decided  to  attend  a  demonstration  of  a  new  kind  of  circuit  —  one  that  could  generate  continuous  electro- 
magnetic waves.  The  young  man  returned  to  work,  convinced  he  had  seen  the  future.  Memos  flew.  He 
described  how  music  could  be  broadcast  to  /3^^[^^S§HHB*^A  hundreds  of  thousands  of  homes  at 
once,  and  from  a  single  transmitter.  Every  IMHH|^H|'  >-»^  family  in  America  would  bu\  a  'radio 
box."  And  Marconi  would  manufacture  and  J       \  f     sell  every  one.  Can't  you  see  there  are 

millions  to  be  made?  The  company's  more  senior  managers  thought  he  had  lost  his  mind.  Besides,  they  were 
in  the  telegraph  business. 

Years  later,  Marconi  Wireless  became  RCA,  the  Radio  Corporation  of  America.  And  former  office  boy 
David  Sarnoff  became  its  president.  As  for  those  fellows  he  worked  with,  history  lost  track  of  them. 

We  are  not  all  born  to  lead.  Some  of  us  would  rather  not  even  follow  too  closely.  Now  what  about  you? 
Consider  for  a  moment  the  future  you  face;  one  in  which  your  transportation  decisions  affect  corporate  per- 
formance as  much  as  the  decisions  made  in  R&D,  production,  marketing,  or  anywhere  else.  We're  the  only 
transportation  company  in  the  country  with  truck,  rail,  and  terminal  operations  stretching  across  all  of  North 
America.  And  companies  that  work  with  us  are  buying  value  where  once  they  bought  merely  a  service.  The 
fact  is,  our  system  was  built  to  create  efficiency  throughout  your  supply  chain.  In  equipment  management. 
Fuel  consumption.  Labor.  And  ultimately,  your  costs. 

Still,  corporate  America  uses  intermodal  transportation  only  half  as  often  as  it  could.  Is  it  a  lack  of 
cold-blooded  ambition?  A  reluctance  to  change?  Can't  you  see  there  are  millions  to  be  made?  If  you'd  like 
to  speak  with  us,  we  encourage  you  to  call  us  at  1-800-279-6779.  Because,  while  there  are  few  David  Sarnoffs 
in  this  world,  it's  best  to  assume  there  are  five  or  six  of  them  working  for  your  competition. 


An  artificial  wolfskin  was  used  in  the  ahove  photograph. 
©1994  CSX  Intcrmoual  Part  of  the  CSX  Rlobal  transportation  network 


Airline  catering 


Sky  Chefs 
Chief  Executive 
James  O'Neill 
"You  can't  save 
yourself  into 
prosperity." 


Frederick  Martin,  president  of  Dobbs 
Acquiring  his  way  out  of  the 
fading  U.S.  market. 


James  O'Neill,  who  with  fellow  man- 
agers owns  15%  of  the  company, 
signed  a  ten-year  contract  with  Amer- 
ican so  tight  that  margins  plunged 
below  5%.  "I  believe  the  domestic 
catering  business  is  marginalized," 
O'Neill  now  says,  "and  I  don't  think 
it's  going  to  get  a  heck  of  a  lot  better. " 

Dobbs  International  Services,  an- 
other caterer,  was  purchased  in  1987 
by  Dial  Corp.  from  Carson  Pirie 
Scott.  Revenues  for  the  Memphis- 
based  Dobbs  were  down  5%,  to  $42 1 
million,  last  year  and  operating  profits 
were  relatively  flat. 

The  traveling  public  seems  to  have 
accepted  a  low  level  of  service  and 
comfort  in  exchange  for  near  give- 
away fares.  "There's  a  new  level  of 
service  expected,  and  that  is  no  ser- 


Domestic 
$2.2  billion 


Global 

$7.5  billion 


As  the  airline  catering  market  declines,  survivors  consolidate.  Example:  Dobbs 
acquired  United's  kitchens,  adding  13  percentage  points  to  its  U.S.  market  share. 


vice,"  says  Robert  Arnold,  director  of 
in-flight  services  at  CA1  Services  in 
Buffalo.  "It's  been  well  accepted  by 
John  and  Jane  Q.  Traveler." 

The  caterers  have  cut  costs,  but, 
says  Sky  Chefs'  O'Neill:  "You  can't 
save  yourself  into  prosperity." 

A  bright  spot  in  the  airlines  picture 
is  international,  up  4%  last  year.  Since 
you  can't  expect  people  to  fast  during 
a  long  flight,  meal  cutbacks  are  harder 
here.  To  get  more  international  busi- 
ness, Sky  Chefs  sold  25%  of  itself  to 
LSG  Lufthansa  Service  for  $75  million 
last  December,  getting  in  return  ca- 
tering on  all  Lufthansa  flights 
through  the  U.S.  and  a  50/50  split  on 
any  new  Lufthansa  kitchens. 

Last  November  Dobbs  President 
Frederick  Martin  outmaneuvered  Ca- 
terair's  Altobello  to  acquire  15  kitch- 
ens from  United  Airlines  for  $119 
million.  More  than  half  of  the  kitch- 
ens will  service  international  flights. 
More  recently  Martin  crossed  the  At- 
lantic to  acquire  for  $5  million  Lon- 
don-based Steels  Aviation  Services 
Ltd.,  a  British  airline  caterer. 

Ogden  Corp.,  which  owns  a  rela- 
tively small  airline  caterer,  is  well  posi- 
tioned in  international  markets,  with 
12  of  its  13  kitchens  servicing  interna- 
tional flights.  But  Ogden  realizes  that 
this  business,  too,  is  competitive.  So 
Ogden  also  provides  baggage  han- 
dling, fueling,  cleaning  and  de-icing 
both  here  and  abroad  for  its  airline 
customers.  These  services  now  pro- 
vide more  than  half  the  $500  million 
in  revenues  of  its  Ogden  Aviation 
Services  division. 

Other  caterers,  taking  advantage  of 
existing  relationships  with  airlines,  are 
following  suit.  Caterair  started  doing 
laundry  for  Delta,  and  Dobbs  cleans 
sheets  and  pillows  for  British  Airways' 
sleeper  service. 

In  this  way  they  hope  to  benefit 
from  cutbacks  the  airlines  are  making. 
"We're  looking  at  making  a  profit 
center  for  Dobbs  out  of  a  cost  center 
for  the  airlines,"  says  Dobbs'  Martin. 

Caterair,  however,  has  somewhat 
|  limited  prospects  outside  food.  As 
part  of  its  LBO,  it  signed  a  noncompete 
agreement  with  Marriott  Corp.,  a  big 
player  in  catering  for  institutions. 

So  what  the  lbo  folks  like  Carlyle 
have  learned,  or  should  have  learned, 
is:  Be  careful  about  buying  when  ev- 
eryone in  a  business  wants  to  sell.  H 
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When  the  producer  in  LA. 
gave  her  changes  to  the  script 
via  computer  to  the  writer  in 
New  York,  he  looked  confused, 
so  she  highlighted  the  revisions 
on  his  screen. 


Now  you  can,  too. 


Introducing  AT&T  WorldWorx™  Solutions: 
video,  voice  and  instantaneous  data  sharing. 

It's  simple  to  use.  It's  affordable.  And 
it  enables  you  to  collaborate  on  everything 
from  spreadsheets  to  word  processing  to 
design.  Because  you'll  not  only  see  and 
hear  each  other,  you'll  be  able  to  work  on 
the  same  document  at  the  same  time,  just 


as  if  you  were  sitting  next  to  each  other 
instead  of  across  the  country.  So  you'll  be 
able  to  save  time  and  make  decisions  faster. 
Which  could  be  the  business  advantage 
you've  been  waiting  for. 

So  whatever  your  business,  find  out  how 
AT&T  WorldWorx  Solutions  can  help  you 
transform  the  way  you  work  with  other  people. 


Just  call  us  at  1 800  828-WORX. 


AIM  WorldWorx™  Solutions. 
Changing  the  way  people  work.. .together. 


©1994  AT&T 

WorldWorx  is  a  trademark  of  AT&T 


All  of  the  oil  majors  are  looking  to  the  Far  East 
for  growth.  With  Caltex,  Chevron  and  Texaco 
are  already  there  and  sitting  pretty. 

The  jewel 
in  the  crown 


By  Toni  Mack  and  Andrew  Tanzer 


Traffic  in  Bangkok,  Thailand 

Cashing  in  on  Asia's  mighty  thirst  for  crude-based  products. 


"If  you  wanted  to  configure  an  oil 
company  around  the  region  of  fastest 
growth,  you  could  not  do  a  better  job 
than  Caltex,"  asserts  Dennis  O'Brien, 
the  chief  economist  at  Caltex  Petro- 
leum Corp. 

He's  right.  Made  up  of  Caltex  Pe- 
troleum and  its  sister  company,  Cal- 
tex Pacific  Indonesia,  the  Caltex 
Group  sells  more  gasoline,  diesel  and 
other  refined  products  in  Asia  than 
any  other  Western  company.  In  the 
booming  Asia- Pacific  region,  oil  de- 
mand is  growing  at  more  than  five 
times  the  world  rate.  Caltex's  refining 
and  marketing  assets  there  are  rivaled 
only  by  those  of  the  far  larger  Royal 
Dutch/Shell  Group.  Its  revenues  of 
$15.4  billion  last  year  made  it  a  larger 
oil  company  than  Phillips,  Unocal  or 
USX-Marathon. 

Caltex  is  a  50/50  joint  venture 
between  San  Francisco -based  Chev- 
ron Corp.  and  White  Plains,  N.Y.- 
based  Texaco.  But  it  is  run  pretty 
much  independently  by  Caltex  Petro- 
leum Chairman  Patrick  Ward,  who 
works  out  of  that  unit's  Dallas  head- 
quarters, and  by  Caltex  Pacific  Presi- 
dent Baihaki  Hakim,  based  in  Jakarta, 
Indonesia.  "We  don't  disagree  in 
front  of  Caltex,"  says  Lloyd  Elkins,  a 
Chevron  executive  and  Caltex  board 
member,  "and  we  don't  meddle  in 
day-to-day  affairs  unless  we're 
asked." 

The  way  Ward  and  Hakim  are  run- 
ning things,  meddling  is  the  last  thing 
Texaco  and  Chevron  would  want  to 
do.  Last  year  Caltex's  $720  million 
net  income,  split  50/50,  provided 
34%  of  Texaco's  earnings  and  28%  of 
Chevron's.  The  figures  are  up  from 
18%  and  13%,  respectively,  in  1988. 
As  oil  demand  in  Asia  surges,  Caltex 
will  take  on  an  even  greater  role  for  its 
parents. 

Caltex — short  for  the  California 
Texas  Oil  Co. — was  formed  in  1936, 
when  Chevron  (then  known  as  Stan- 
dard Oil  of  California)  needed  outlets 
for  its  vast  new  Middle  Eastern  re- 
serves and  Texaco  needed  crude  for  its 
overseas  refineries  and  gas  stations. 
Today  Caltex  has  960,000  barrels  a 
day  of  refining  capacity  and  sells  about 
440  million  barrels  of  refined  prod- 
ucts each  year  in  64  African  and  Asian 
countries. 

On  the  eve  of  World  War  II,  the 
joint  venture,  hitherto  just  a  refiner 
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Abraxas  Petroleum  Corporation 

AFC  Cable  Systems,  Inc. 
Alexander  Energy  Corporation 
Allied  Waste  Industries,  Inc. 
American  Oilfield  Divers,  Inc. 

Apparel  Ventures,  Inc. 
Arethusa  (Off-Shore)  Limited 
Autotote  Corporation 
Bally's  Park  Place,  Inc. 
Central  Rents,  Inc. 
CHC  Helicopter  Corporation 
Coho  Energy,  Inc. 
Consumer  Portfolio  Services,  Inc. 

Corporate  Realty  Capital 
Crescent/MACH  I  Partners,  L.P. 
Envirosource,  Inc. 
Equity  Marketing,  Inc. 

Foodmaker,  Inc. 
Foxmeyer  Corporation 
General  Media,  Inc. 
Grasso  Corporation 
Great  American  Cookie  Company,  Inc. 
Howell  Corporation 
HMG  Worldwide  Corporation 
Ico,  Inc. 

International  Mill  Service,  Inc. 
Investment  Technology  Group,  Inc. 
Jefferies  Group,  Inc. 
Jordan  Industries,  Inc. 
LCI  International,  Inc. 
Leucadia  National  Corporation 
Liggett  Group  Inc. 
Magma  Copper  Company 
MG  Trade  Finance  Corp. 
National  Intergroup,  Inc. 
Noble  Drilling  Corporation 
Nuevo  Energy  Company 
Orchard  Supply  Hardware  Corporation 
The  Orleander  Group,  Inc. 
Parrish  leasing  corporation 
PetroCorp  Incorporated 
Port  Blakeley  Tree  Farms  L.  P. 
Reading  &  Bates  Corporation 
Renaissance  Cosmetics,  Inc. 

Revco  D.  S.  Inc. 
roadmaster  industries,  inc. 
The  Scotsman  Group,  Inc. 
Sealy  Corporation 
Terex  Corporation 
Tesoro  Petroleum  Corporation 
Tom  Brown,  Inc. 
Transeastern  Properties  of  South  Florida,  Inc. 
Trans-Resources,  Inc. 
TransTexas  Gas  Corporation 
Taj  Mahal  Holding  Corp. 
Weatherford  International  Incorporated 
The  Western  Company  of  North  America 
Wilrig  AS 
Wright  Medical  Technology,  Inc. 


There's  More  To  Jefferies 
Than  Meets  The  Ear. 

You  may  not  hear  much  about  us  but  we're 
bigger  than  you  think.  Last  year  we  advised  and 
raised  over  $4  billion  in  equity,  debt  and 
convertibles  for  the  companies  you  see  listed 
here  in  transactions  as  small  as  $5  million  and 
as  large  as  $500  million.  We  also: 


Sold  publicly  19%  of  our  ITG  subsidiary, 
which  valued  ITG  at  more  than  $225  million. 

Received  an  investment  grade  rating  from  S&P 
and  issued  $50  million  of  senior  notes. 

Provided  institutional  liquidity  by  trading 
more  than  3  billion  shares  of  equity  through 
our  network  of  125  salesmen  covering  1700 
accounts  worldwide. 

Expanded  ITG's  POSIT,  the  world's  premier 
intra-day  trade  matching  system,  to  four  daily 
crosses,  increasing  the  average  shares  crossed 
each  day  to  8.3  million. 

Formed  a  joint  venture  with  Iacocca  Capital 
Group  to  create  a  new  specialty  merchant  bank. 


And  all  our  hard  work  is  paying  off  —  we've 
doubled  our  revenues  in  less  than  four  years, 
and  have  been  profitable  for  more  than  30  years. 

If  you'd  like  to  hear  more,  please 
call  Frank  Baxter,  our  Chairman, 
at  (310)914-1400. 

JEFFERIES 

GROUP,  INC. 

Bigger  than  you  think 
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Caltex  Group 


and  marketer,  discovered  the  huge 
Duri  Held  in  the  dense  rain  forests  of 
central  Sumatra.  In  1944,  using  a 
drilling  rig  left  behind  by  Caltex,  the 
Japanese  stumbled  upon  the  even  big- 
ger Minas  field  nearby.  After  the  war 
Caltex  reclaimed  its  fields  and  now 
produces  720,000  barrels  a  day — half 
of  Indonesia's  total  crude  output — 
under  a  production- sharing  contract 
with  state-owned  Pertamina. 

Fereidun  Fesharaki,  director  of  the 
program  on  resources  at  Honolulu's 
East-West  Center,  points  out  that  oil 
consumption  rises  dramatically  when 
a  country's  per  capita  income,  adjust- 
ed for  purchasing  power,  reaches 
$1,000.  Most  of  Asia,  Indonesia  and 
China  included,  are  at  or  past  this 
point.  In  South  Korea,  where  income 
long  ago  passed  the  $1,000  mark,  oil 
demand  has  grown  a  startling  18%  per 
year  since  1988.  For  example,  Kore- 
ans have  been  shifting  away  from 
heating  with  charcoal  to  heating  with 
kerosene,  and  the  effect  on  kerosene 
demand  has  been  explosive.  "Asia  is  at 
the  industrialization  stage,"  says  Fe- 
sharaki, "when  people  move  from 
using  wood  and  dung  as  fuel  to  the 
modern  age  of  oil." 

Fesharaki  expects  Asia  to  account 
for  two- thirds  of  the  net  growth  in 
global  oil  demand  through  the  year 
2000.  How  nice  to  be  sitting  right 
amidst  all  that  growth. 

In  Korea,  Caltex  is  the  only  West- 
ern company  to  own  part  of  a  refinery: 
With  Lucky  Goldstar  Group  it  owns 
Honam  Oil  Refiner)',  which  has  30% 
of  the  South  Korean  market  for  re- 
fined oil  products.  Government  regu- 
lations bar  foreign  newcomers  from 
this  lucrative  market. 

In  the  Philippines,  Mobil  sold  its 
stake  in  a  refinery  in  the  politically 
turbulent  early  1980s.  Caltex  and 
Shell  stuck  it  out.  Today,  along  with 
state-run  Petron,  Caltex  and  Shell 
dominate  what  is  now  an  attractive 
market. 

In  1989  and  1990  Caltex  compet- 
ed with  Shell  for  the  right  to  build  a 
new  refiner)'  in  a  joint  venture  with 
Thailand's  state  oil  company.  Shell 
won,  but  Caltex  mounted  an  intense 
lobbying  campaign,  arguing  that  de- 
mand would  grow  enough  to  accom- 
modate two  refineries.  In  1991  the 
Thai  government  approved  Caltex's 
application  to  build  a  $1.7  billion, 
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rea  and  other  parts  of  the  Far  East. 
Caltex's  parents  are  happy  to  spend 
the  money.  "It's  a  lot  more  fun  to 
spend  $1  to  grow  in  the  Far  East  than 
$1  to  stand  still  in  the  U.S.,"  says 
Chevron  Chairman  Kenneth  Derr. 

"Caltex  has  more  opportunities 
than  eitiier  it  or  its  parents  have  the 
capital  for,"  declares  Robert  Black, 
who  represents  Texaco  on  Caltex  Pe- 
troleum's board.  So  why  not  raise 
capital  by  selling  part  of  Caltex  to  the 
public?  "Right  now  Caltex  has  two 
shareholders  who  know  the  busi- 
ness," answers  Black.  "It  can  sacrifice 
short-term  profit  for  long-term 
growth."  Indeed,  as  oil  prices  sagged 
in  the  last  two  years,  Caltex  cut  divi- 
dends to  its  parents  by  17%  to  keep  up 
its  level  of  capital  spending.  A  publicly 
owned  company  would  have  done 
that  only  with  great  difficulty.  Caltex 
doesn't  much  worry  about  keeping 
Wall  Street  happy.  ■ 
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130,000-barrel-a-day  refiner)'  that 
will  start  up  in  1996.  Says  Ward: 
"That's  what  we  have  local  people 
for.  It's  their  job  to  know  [the  right] 
people.  We  just  kept  pressing,  and 
finally  [the  government]  said  yes." 

Ward,  the  son  of  Irish  immigrants, 
was  17  years  old  when  he  joined 
Caltex  as  a  "hall  boy"  carrying  mail 
between  offices.  Today,  at  64,  he's 
overseeing  nearly  $5  billion  in  capital 
spending  in  Thailand,  Singapore,  Ko- 
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Doors  are  opening. 

Opening  to  people  who  want  to  buy  a  home,  but  need  more  information  on  how  to  do  it. 

Opening  to  people  who  ve  had  to  struggle  just  to  get  access  to  mortgage  credit. 
Opening  to  people  who  ve  been  underserved,  in  the  city,  in  the  country,  across  America. 
Opening  to  families  buying  their  first  homes. 
Were  committing  a  trillion  dollars  to  help  finance  over  ten  million  homes. 
To  help  people  most  in  need.  Were  opening  a  lot  of  doors. 


Showing  America  A  New  Way  I  fome* 


For  more  information  :ihout  our  efforts  to  help  people  overeome  the  harriers  to  homeownership,  eull  1-800-548-0444. 


Harry  Bresky's  father  taught  him  never  to  send 
a  ship  full  one  way  and  bring  her  home  empty. 
Following  this  simple  rule,  Bresky  has  built 
Seaboard  Corp.  into  a  billion-dollar  business. 

Papa  knew  best 


By  Marcia  Berss 

Seaboard  Corp.  looks  like  a  grab 
bag.  It  runs  a  major  chicken  processor 
in  the  U.S.,  is  building  one  of  the 
biggest  hog  processing  plants,  owns 
flour  mills  in  Nigeria,  and  has  stakes  in 
mills  in  Guyana,  Zaire  and  Sierra  Le- 
one. It  owns  shrimp  operations  in 
Honduras  and  Ecuador,  fruit  and 
vegetable  farms  in  Guatemala  and 
Costa  Rica,  and  the  largest  bakery  in 
Puerto  Rico. 

Those  are  just  the  food  processing 
parts  of  this  $1.1  billion  (revenues) 


company.  Seaboard  also  owns  the 
largest  shipping  fleet  operating  out  of 
Miami.  It  is  headquartered  in  Shaw- 
nee Mission,  Kans.,  but  it  is  run  out  of 
an  office  in  suburban  Boston  by  69- 
year-old  H.  Harry  Bresky,  who,  with 
his  family,  owns  78%  of  the  company 
and  is  worth  some  $200  million. 

Avery  private  man,  Bresky  declined 
to  talk  to  Forbes  for  this  article.  But 
one  longtime  business  associate  de- 
scribes him  as  a  "remote-control 
operator.11  That's  a  fair  description. 


Harry  Bresky's  father,  Otto  Bresky, 
started  the  company  as  a  flour  broker 
in  1921  and  later  expanded  into  mill- 
ing. In  the  1 960s  Otto  Bresky  was  one 
of  the  first  millers  to  shift  his  flour 
mills  away  from  Kansas,  where  the 
wheat  was,  to  the  East  and  South, 
where  people  ate  the  wheat.  While 
competitors  like  General  Mills  and 
Pillsbury  integrated  vertically  into  val- 
ue-added goods  like  cereal  and  bakery 
products,  Otto  Bresky  expanded 
abroad.  He  bought  and  built  flour 
mills  in  places  like  Ecuador  and 
Nigeria. 

To  deliver  grist  to  his  far-flung 
mills,  Otto  Bresky  built  a  shipping 
business.  He  delivered  wheat  to  West 
Africa  for  processing,  then  refilled  his 
ships  with  shrimp  and  other  goods  for 
the  return  voyage.  Keeping  the  ships 
as  full  as  possible  on  all  legs  of  their 
voyages  was  a  lesson  Otto  Bresky 
taught  Harry  early  and  well. 

By  the  time  Otto  died,  in  1974, 
passing  the  torch  to  Harry,  Seaboard 
was  a  $300  million  (revenues)  compa- 
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Ricoh  transforms  color  copying  into  an  art  form.         smallest  toner  particles  -  for.  the  highest  quality  color 

Introducing  the  world's  most  efficiently  designed     copies.  And  the  world's  first  Display  Editor  -  for 
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Seaboard  Corp. 


ny  and  the  nation's  seventh- largest 
flour  milling  operation,  ranking  with 
the  likes  of  General  Mills  and  Pills 
bun'.  But  the  business  was  consolidat- 
ing and  returns  were  shrinking  for 
independent  millers. 

Rather  than  fight  the  trend,  in 
1982  Harry  Bresky  sold  the  bulk  of 
Seaboard,  its  domestic  flour  unit,  to 
Cargill,  Inc.  for  $45  million. 

Bresky  used  some  of  the  cash  to 
finance  two  executives  from  a  recently 
defunct  Caribbean  shipper  in  build- 
ing a  container  ship  operation  based 
in  Miami  and  carrying  general  cargo 
to  Central  and  South  American  ports. 
Recalling  his  lather's  U.S./West  Afri- 
can trade,  Bresky  started  farming  op- 
erations in  Central  America  to  fill  the 
ships  for  their  U.S.  return.  Today 
Seaboard  is  the  dominant  shipper  in 
ports  in  Guatemala,  Venezuela  and 
Honduras,  and  is  well  positioned  for 
the  Latin  American  economies' 
growth.  Last  year  Bresky  spent  $30 
million  to  buy  two  ships  to  expand  his 
network  into  Peru  and  Chile. 

In  1984  Bresky  scored  a  major 
coup  when  he  purchased  Central 
Soya's  chicken  processing  unit  for 
$29  million,  cash.  Chicken  industry 
men  still  marvel  at  what  a  steal  that 
deal  was.  With  the  business  in  a  cycli- 
cal slump,  Bresky  paid  just  7.5  cents 
per  pound  of  processing  capacity— 
versus  replacement  cost  at  the  time  of 
over  22  cents  a  pound.  The  chicken 
purchase  paid  for  itself  in  two  years. 

Now  Bresky  is  hoping  to  do  in  pork 
what  he  did  with  chicken.  He's  spend- 
ing $1 10  million  to  build  one  of  the 
nation's  biggest  vertically  integrated 
hog  processing  operations,  in  the 
Oklahoma  panhandle.  Pork  con- 
sumption has  been  fiat  for  20  years, 


Seaboard's 
headquarters 
in  Kansas  (above); 
Harry  Bresky  as  a 
Choate  student 
Remote-control 
operator. 


but  geneticists  are  developing  a  leaner 
pig;  as  in  chicken,  vertical  integration 
will  lower  cost.  Tyson  Foods,  the 
nation's  largest  chicken  producer,  is 
expanding  in  pork,  too. 

Why  Oklahoma?  Most  of  the  na- 
tion's hogs  are  raised  near  their  corn 
supply,  in  the  upper  Midwest.  But 
again  taking  a  page  from  his  father's 
book,  Bresky  is  moving  hog  process- 
ing closer  to  consumption  centers  in 
the  South  and  West;  he's  also  think- 
ing of  exporting  pork  to  Latin  Ameri- 
ca and  Asia.  Seaboard  Vice  President 
Rick  Hoffman  says  that  by  1997  the 
Oklahoma  hog  operation  will  gener- 
ate $800  million  in  annual  sales. 

Yet  little  of  this  prosperity  is  reflect- 
ed in  the  market  price  of  the  minority 
of  Seaboard's  shares  that  are  out- 
standing and  listed  on  the  American 
Stock  Exchange.  At  184  a  share  the 
whole  company  is  valued  at  $274 
million,  about  a  1 5%  discount  to  book 
value.  Chicken  is  its  core  business, 
generating  35%  of  sales.  Valuing  Sea- 
board's chicken  processing  unit  on  a 
par  with  other  big  chicken  firms  like 
Tyson  Foods  and  Hudson  Foods 
would  make  Seaboard's  poultry  unit 
alone  worth  about  $200  million. 

On  the  basis  of  cash  flow  and  earn- 
ings multiples  of  publicly  traded  mari- 
time shippers,  Seaboard's  $190  mil- 
lion (sales)  shipping  unit  alone  would 


be  worth  $100  million.  (Bresky  has 
privately  stated  he  would  not  sell  it  for 
$250  million.)  Add  in  the  $200  mil- 
lion in  cash  on  Seaboard's  balance 
sheet  and  adjust  for  long-term  debt 
(around  $200  million),  and  Seaboard 
would  seem  to  have  a  liquidating 
value  of  not  less  than  $320  million 
($216  a  share). 

But  before  you  buy  the  stock,  con- 
sider: In  1990  a  New  York  money 
manager  with  a  position  in  Seaboard, 
value  investor  Alan  Kahn,  sued 
Bresky,  claiming  less-than-arm's- 
length  dealings  between  Bresky's  pri- 
vate company  and  publicly  held  Sea- 
board Corp.  In  a  sworn  deposition 
last  year  Seaboard's  former  chief  fi- 
nancial officer,  Donald  Robohm,  al- 
leged that  Bresky's  personal  holding 
company,  Seaboard  Flour,  acted  as 
flour  broker  for  10%  to  15%  of  Sea- 
board Corp.'s  business,  charging  fees 
of  25  cents  per  hundredweight  when 
other  brokers  at  the  time  charged 
between  5  cents  and  10  cents  per 
hundredweight. 

There  was  also  the  appearance  of 
self-dealing  involving  some  Nigerian 
ships.  The  Bresky  family  company 
owned  seven  ships,  which  it  chartered 
to  Seaboard  Corp.  to  haul  wheat  to 
Seaboard  Corp.'s  Nigerian  flour 
mills.  According  to  Robohm,  Sea- 
board Flour  charged  Seaboard  Corp. 
higher  than  market  rates  for  the  char- 
ters, then  sold  the  ships  to  the  public 
company  just  months  before  Nigeria 
banned  wheat  imports  in  1986,  ren- 
dering the  specialized  vessels  nearly 
worthless.  (Nigeria  lifted  the  wheat 
ban  in  1993.) 

Bresky  and  Seaboard  called  Alan 
Kahn's  shareholder  suit  "totally  with- 
out merit,"  and  characterized  Ro- 
bohm as  a  disgruntled  employee.  But 
in  July  Bresky  settled  the  suit  and  will 
pay  Seaboard  Corp.  $10.8  million. 
( Kahn,  by  the  way,  is  holding  on  to  his 
stock,  and  Seaboard's  largest  outside 
shareholder,  the  well-regarded  Mi- 
chael Price  of  Heine  Securities,  owns 
6.3%  of  the  company.) 

Of  course,  the  Bresky  family  has 
good  reason  to  want  to  keep  the  share 
price  low  for  estate  tax  reasons.  Har- 
ry's son,  Steven,  40,  is  Seaboard's 
head  grain  buyer  and  will  most  likely 
take  over  the  company  some  day. 
(The  company  says  Harry  Bresky  is  in 
excellent  health.)  H 


82 


Forbes  ■  September  26,  1994 


HOW  THE  FIRST 
NATIONAL  BANK 
OF  CHICAGO  GOT  A 
HIGH  RETURN 

FROM  INVESTING 

WITH  OLSTEN. 


With  an  average  of  225  assignment 
employees  each  week.  The  First 
National  Bank  of  Chicago  turned  to 
Olsten  Staffing  Services  to  provide 
and  manage  their  supplemental 
staff.  Our  on-site  management 
coordinates  First  Chicago  Bank's 
supplemental  staffing  in  office 
automation,  secretarial,  account- 
ing, and  a  wide  variety  of  other 
responsibilities.  And  we  can  give 
your  company  the  same  kind  of 
return  on  your  investment.  To  find 
out  more  about  Olsten's  customized 
services,  call  1-800-225-8367  or  contact 
Allen  Gershlak,  Senior  Vice  President 
Partnership  Programs,  One  Merrick 
Avenue,  Westbury,  NY  1  1590. 


\  Olsten 

f  I  Staffing  Services3 

The  Working  Solution* 


1.  ANALYSIS  -  First  Chicago  Bank's 
temporary  staffing  needs  were  on  the 
rise  -  but  they  had  limited  resources  to 
coordinate  and  manage  their 
assignment  employees. 
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2.  INVESTMENT-  First  Chicago  Bank 
turned  to  Olsten  and  their  unique  Partnership 
Program™  services.  Olsten  provided  an  on-site 
manager  to  coordinate  assignment  employees 
from  Olsten  and  three  other  staffing  services 
Olsten  management  then  customized  all 
reporting  and  consolidated  all  billing  1F*  \ 

and  invoices. 
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3.  RETURN  -  First  Chicago  Bank's  strategic 
staffing  is  now  expertly  managed  in  a 
cost-efficient  way.  The  bank's  Manager  of 
Employment  and  Temporary  Services  says, 
"Olsten  is  a  great  partner,  and  they've  done 
a  terrific  job  in  handling  this  responsibility.' 


In  the  skillful  hands  of  John  Amerman,  Barbie  turned 
Mattel  Inc.  into  a  money  machine  again.  But  now 
Amerman  has  a  new  challenge  on  his  plate. 

Barbie  does 
Silicon  Valley 


By  Seth  Lubove 

By  all  accounts  a  gentleman,  John 
Amerman  has  taken  advantage  of  Bar- 
bie. Since  becoming  chief  executive  of 
Mattel  Inc.  in  1987,  Amerman,  now 
62,  has  extended  the  Barbie  name  and 
image  in  hitherto  unimaginable  ways. 
There  are  90  different  dolls  in  the 
Barbie  line  this  year;  Barbie  doll- 
houses;  Barbie  sports  cars;  Barbie  on  a 
cruise  ship;  kidsize  Barbies  that  come 
in  wearable  wedding  dresses  that  re- 
tail at  $140;  adult  collector  Barbies 
that  wear  Nicole  Miller-designed 
clothes  and  are  priced  at  $65;  a  limit- 
ed-edition Gold  Jubilee  anniversary 
Barbie  expected  to  sell  at  $300  that 
now  retails  for  as  much  as  $1,000. 

All  this  Barbie  brand  extension  has 
turned  Mattel  into  a  money  machine. 
The  year  Amerman  took  over,  it  lost 
$113  million  (the  result  of  bloated 
inventories  and  a  lack  of  hit  products) 
on  revenues  of  $1  billion.  In  1993  it 
earned  $226  million  (before  acquisi- 
tion-related charges)  on  sales  of  $2.7 
billion,  with  over  $1  billion  of  those 
revenues  coming  from  the  Barbie  di- 
vision. Mattel's  stock  has  roared  from 
a  split-adjusted  5  a  share  when  Amer- 
man arrived  to  a  recent  27. 

Last  year,  Amerman  notes,  five  long- 
established  brands,  over  20  years  old, 
made  up  80%  of  Mattel's  sales.  "We're 
unique  in  our  industry,"  Amerman 
asserts,  "and,  I  submit,  in  the  consumer 
packaged  goods  industry." 

Sitting  in  his  office  in  El  Segundo, 
Calif,  overlooking  Los  Angeles  Inter- 
national Airport,  Amerman  makes  an- 
other boast.  He  vows  to  nearly  double 
revenues  again,  within  five  years.  That 
would  make  Mattel  a  $5  billion  (sales) 
company  by  1998.  "We  deeply  be- 
lieve the  future  can  be  better  than  the 


past,"  he  says. 

Does  Barbie  have  that  much  left  in 
her?  Probably  not,  but  Mattel  is  now 
bigger  than  Barbie.  Last  year  Amer- 
man and  Mattel  President  Jill  Barad 
agreed  to  pay  $1  billion  in  stock  for 
Fisher-Price  Inc.,  the  leading  maker 
of  preschool  and  infant  toys.  Early  this 
year  they  paid  $260  million  in  cash  for 
Kransco,  which  makes  Frisbees  and 
Hula  Hoops.  Mattel  also  produces 
products  under  license  from  the  Walt 
Disney  Co.,  and  owns  the  Hot 
Wheels,  UNO  card  game  and  Aviva 
Sports  names. 

This  year  Mattel  will  push  past  Has- 
bro as  the  world's  largest  toy  compa- 
ny. Kidder,  Peabody's  Gary  Jacobson 
predicts  earnings  this  year  will  rise 
36%,  to  around  $300  million— $1.70 
a  share — on  sales  of  $3.2  billion. 
About  a  third  of  those  sales  will  likely 
come  from  the  Barbie  division,  down 
from  50%  two  years  ago. 

"Mattel,"  says  Barad,  "is  not  a  doll 
company  anymore." 

In  his  goal  to  double  revenues, 
Amerman  has  high  hopes  for  his  new 
Fisher- Price  unit's  overseas  sales. 
There  is  plenty  of  room  for  growth 
here.  Last  year,  thanks  to  Barbie,  over 
40%  of  Mattel's  sales  were  booked 
outside  the  U.S.  But  Fisher-Price  gets 
only  25%  of  its  $750  million  revenues 
from  non-U.S.  markets.  Says  Gary  Ja- 
cobson: "Mattel  can  put  a  lot  of  prod- 
uct through  the  pipeline." 

Mattel  is,  however,  weak  in  one  im- 
portant area:  electronics,  especially  vid- 
eo. According  to  the  latest  numbers 
from  the  Toy  Manufacturers  of  Amer- 
ica, total  toy  industry  sales,  excluding 
videogames,  were  up  only  1.6%,  to 
$11 .7  billion.  But  sales  ofvideogames 


Mattel  Chairman 
John  Amerman 
and  President 
Jill  Barad 
"We  have  to 
reach  out 
to  what's  next 
in  our  business." 


and  accessories  rose  more  than  18% 
last  year,  to  almost  $4  billion.  Video- 
games is  a  market  in  which  Mattel 
barely  competes. 

Barad,  43,  can  see  the  change  tak- 
ing place  in  her  own  house.  "I  have 
two  sons,  1 1  and  14;  they  are  on-line, 
and  they're  never  off,"  says  Barad. 
"I'm  watching  it  [multimedia  and 
electronic  games],  and  I  want  to  be 
there.  But  I  want  to  be  there  appropri- 
ately and  correctly." 

The  caution  in  Barad's  voice  re- 
flects Mattel's  brush  with  electronic 
disaster  in  the  mid-1980s.  The  com- 
pany almost  went  bankrupt  after  its 
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Mattel  Intelevision,  a  first-generation 
videogame  player,  was  dragged  under 
by  the  fledgling  industry's  inventor)' 
glut  of  the  early  1980s.  Amerman,  a 
marketing  man,  was  promoted  from  his 
job  running  Mattel's  international 
business  to  clean  up  the  mess. 

This  time  around,  Amerman  is  using 
Barbie  to  feel  out  Silicon  Valley.  Two 
years  ago  Mattel  came  out  with  a  talk- 
ing Barbie  that  could  recite  four  phrases 
(including  the  politically  incorrect 
"math  is  tough"  that  put  feminists  in 
an  uproar  and  was  quickly  replaced). 
This  Christmas  Mattel  will  sell  a  Super- 
talk  Barbie  that  uses  a  computer  chip  to 


reel  off  100,000  phrases. 

To  come  up  with  other  ways  that 
Mattel  products  can  be  extended  by 
use  of  technology,  Amerman  and 
Barad  recently  hired  Douglas  Glen,  a 
former  executive  of  Sega  of  America. 
At  Sega  the  47-year-old  Glen  helped 
launch  the  Sega  Channel,  an  interac- 
tive cable  network  that  allows  users  to 
download  and  play  Sega  games  on 
their  TV  sets. 

"Consumers  are  going  through  a 
fundamental  evolution,"  says  Glen,  a 
bearded,  reed-thin  fellow.  "For  most 
adults,  [computer]  technology  is  frus- 
trating and  intimidating.  But  for  any 


kid  born  after  1975,  technology  is  a 
slave  put  into  service  at  an  early  age.  If 
anything  bores  them,  they  press  a 
button  on  the  remote  and  try  some- 
thing else." 

Glen  is  vague  about  specific  prod- 
ucts. But  after  the  Intelevision  disas- 
ter, it's  almost  certain  that  Mattel  will 
steer  clear  of  videogame  hardware. 
Instead  it  will  focus  on  software  such 
as  the  Barbie  Super  Model  video- 
game, once  produced  by  an  outside 
firm,  and  educational  games  based  on 
Mattel  toys  like  See  'N  Say.  Says 
Amerman:  "We  don't  have  to  go  to 
the  outer  limits."  m 
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A  new  wave  of  enterprise  is  entering  the  inner  city. 
Who's  bringing  it?  African  immigrants. 

From  Dakar 
to  Detroit 


By  Joel  Millman 

Mohamed  DlOP,  53,  was  born  in 
Senegal  and  earned  a  B.A.  from  Roose- 
velt University  in  Chicago.  He  worked 
for  Citicorp  in  West  Africa  for  13  years, 
then  in  1987  came  back  to  the  U.S.  to 
go  into  business  for  himself. 

Today  his  Homeland  Fashions, 
based  in  New  York,  is  cashing  in  on 
the  demand  from  black  Americans 
and  fellow  African  emigrants  for  Afro- 
centric  items.  Homeland  imports  tex- 
tiles from  Senegal  and  Ghana  to  make 
over  300  Afrocentric  items — from 
$200  evening  suits  to  $8  kente  base- 
ball caps.  He  mails  catalogs  for  both 


the  wholesale  and  retail  markets  to 
individuals  and  small  shops.  From 
sales  of  $4  million  in  1992,  Diop 
expects  to  bring  in  $6  million  this 
year,  perhaps  more  if  the  Black  Enter- 
tainment Television's  new  home 
shopping  show  takes  off. 

Diop's  success  story,  so  far,  is 
unique,  but  his  commercial  instincts 
are  not.  There  are  an  estimated 
1 0,000  to  20,000  Senegalese  living  in 
New  York's  Harlem  and  South  Bronx 
and  in  Senegalese  enclaves  in  Chica- 
go, Atlanta  and  Philadelphia. 

Many  of  them  learned  about  doing 


business  at  home  in  a  nation  long 
devoted  to  commerce.  In  1677  Sene- 
gal's Goree  Island  was  developed  by 
French  merchants  as  a  place  to  ware- 
house goods  bound  for  the  New 
World  or  to  swap  for  slaves.  In  the 
1970s  Goree  was  developed  by  Sene- 
gal for  tourism.  Black  Americans 
came  and  bought  souvenirs. 

Soon  Senegalese  artisans  and  busi- 
ness people  learned  to  manufacture 
for  export  their  cowrie-shell  bracelets 
and  goatskin  drums  instead  of  waiting 
for  tourists  to  come  and  buy  them.  An 
ebony  carving  selling  for  $5  in  Dakar 
might  fetch  $20  in  the  U.S.;  a  boubou 
dress  that  costs  $25  is  marked  up  to 
$100  across  the  Atlantic.  Like  Soviet 
students  who  paid  $100  for  faded 
blue  jeans,  a  lot  of  African -Americans 
pay  a  premium  for  authentic  African 
wares,  especially  if  an  authentic  Afri- 
can is  the  vendor. 

Then  some  of  these  people  began 
developing  their  own  distribution 
networks.  Tall,  thin  Africans  speaking 
French  began  appearing  on  Manhat- 
tan streets  selling  counterfeit  designer 
watches  from  briefcases.  They  sold 
handbags  and  ersatz  Hermes  scarves. 
On  rainy  days  they  sold  $3  umbrellas, 
seemingly  just  seconds 
is  after  the  first  drops  fell, 
f  Despite  occasional  po- 
|  lice  raids  and  $250 
s  summonses  for  illegal 
if  peddling,  they  kept 
coming — the  money 
was  just  too  good  to 
resist. 

As  the  trading  net- 
works grew,  so  did  the 
I  product  lines.  Mo- 
hamed Diop  created 
kente  cloth  fashions, 
hired  emigrant  tailors 
to  make  clothes  and 
began  moving  his  mer- 
chandise through  Afri- 
can-American festivals. 

The  decade -old 
stream  of  Senegalese 
peddlers  became  a  flood 
in  1994,  unleashed  by 
die  abrupt  devaluation 
of  French  Africa's  cur- 
I  rency  in  January.  The 
I  franc  CFA  issued  by  the 
Communaute  Finan- 
ciere  Africaine  lost  50% 
of  its  value,  crippling 
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For  more  than  a  century  and  a  half,  Patek  Philippe  has  been  known  as 
the  finest  watch  in  the  world.  The  reason  is  very  simple.  It  is  made 
differently.  It  is  made  using  skills  and  techniques  that  others  have  lost 
or  forgotten.  It  is  made  with  attention  to  detail  very  few  people  would 
notice.  It  is  made,  we  have  to  admit,  with  a  total  disregard  for  time.  If 

a  particular  Patek  Philippe 
movement  requires  four 
years  of  continuous  work  to 
bring  to  absolute  perfection, 
we  will  take  four  years.  The 
result  will  be  a  watch  that 
is  unlike  anv  other.  A  watch 
that  conveys  quality  from 
first  glance  and  first  touch. 
A  watch  with  a  distinction: 
generation  after  generation 
it  has  been  worn,  loved  and 
collected  by  those  who  are 
very  difficult  to  please; 
those  who  will  only  accept 
the  best.  For  the  day  that 
you  take  delivery  of  your 
Patek  Philippe,  you  will  have 
acquired  the  best.  A  watch  that 
tells  you  something  about 
yourself,  quietly  reflecting 
your  own  values.  A  watch 
that  was  made  to  be  treasured. 


PATEK  PHILIPPE 

GENEVE 


I  or  an  elegant  Patek  I *liili|>|>«*  collector's  hook,  send  $15  or  for  current  brochures,  please  write: 
Patek  Philippe,  Our  Rockefeller  Plaza,  Suite  930  (F),  \<»  York,  M  10020. 
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Make  More. 


Right  now  you  could  be  hatching  new  ways  to 
increase  your  productivity.  That's  important  today  not 
just  to  grow,  but  to  survive.  And  we  can  help.  You  see, 
we  go  beyond  creative  financing  to  help  you  become  more 
productive.  Like  helping  one  company  develop  order 
entry  systems  to  reduce  order  delivery  time  from  28  days 
to  4.  Or  helping  another  create  distribution  and  ware- 
house management  systems  that  improved  service  and 
optimized  resources  to  get  more  out  of  every  dollar. 

At  GE  Capital,  were  24  diversified  businesses. 
And  each  one  is  committed  to  helping  you  become  more 
productive  in  the  competitive  race.  To  find  out  more, 
call  1-800-243-2222.  After  all,  nobody  has  more  ways 
to  help  you  make  more. 


GE  Capital 

Our  Business  Is  Helping  Yours'1 


AMERICOM  •  AUTO  FINANCIAL  SERVICES  •  AVIATION  SERVICES  •  COMMERCIAL  EQUIPMENT  FINANCING 
COMMERCIAL  REAL  ESTATE  •  COMPUTER  LEASING  •  COMPUTER  SERVICES  •  CORPORATE  FINANCE  GROUP 
EMPLOYERS  REINSURANCE  •  FINANCIAL  GUARANTY  INSURANCE  COMPANY  •  FLEET  SERVICES  •  GECC  HAWAII 
GENSTAR  CONTAINER  •  GLOBAL  PROJECT  AND  STRUCTURED  FINANCE  ■  GNA  •  KIDDER.  PEABODY 
MODULAR  SPACE  •  MORTGAGE  INSURANCE  •  MORTGAGE  SERVICES  •  PENSKE  TRUCK  LEASING  •  RAILCAR  SERVICES 
RETAILER  FINANCIAL  SERVICES  •  TIP/TRANSPORT  INTERNATIONAL  POOL  ■  VENDOR  FINANCIAL  SERVICES 


Little  Senegal 


economies  in  11  countries,  including 
Senegal,  Ivory  Coast,  Mali  and  Guinea. 

Air  Afrique,  a  West  African  airline 
run  by  the  CFA  governments,  was 
already  running  three  weekly  flights 
from  Dakar  to  New  York  by  1993. 
Within  weeks  of  the  devaluation  it 
added  a  fourth.  Each  nonstop  arrives 
tilled  with  goods.  Even  if  they  have  no 
plans  to  peddle  goods  themselves, 
passengers  sell  to  a  thriving  interme- 
diate market  tapped  by  full-time 
peddlers. 

A  warehouse  on  Manhattan's  West 
Side  serves  as  an  informal  wholesale 


dou  Ly:  "These  dollars  are  going  to 
traders  back  home,  sending  goods  for 
peddlers." 

The  peddling  is  not  restricted  to 
New  York.  From  April  to  Septem- 
ber Senegalese  travel  the  U.S.  in 
cars  and  minivans,  toting  bags  to 
dozens  of  black-oriented  craft 
shows,  jazz  festivals  or  African  Pride 
events.  In  Philadelphia  a  Forbes  re- 
porter counted  five  vanloads  of  ven- 
dors from  Senegal  and  neighboring 
Mali  at  the  River  Blues  festival.  De- 
troit's annual  African  World  Festival 
attracts  on  average  1  million  patrons, 


Mohammad  DiBassy  in  his  Manhattan  warehouse 

A  thriving  secondary  market  in  African  art  feeds  the  peddlers'  network. 


bazaar  where  African  goods,  some 
quite  valuable,  are  bought  and  sold, 
stored  or  traded. 

"More  than  1,000  African  busi- 
nessmen have  storage  here,"  says  Mo- 
hammad DiBassy,  a  Malian  who  has 
served  as  a  middleman  between  emi- 
grants and  their  U.S.  customers  for 
over  15  years.  DiBassy  handles  big 
shipments  sent  over  from  Africa  on 
container  ships,  stocking  carvings 
from  Zaire  and  Tanzania,  cloth  from 
Ghana  and  trinkets  from  Kenya. 

Another  link  is  La  Banque  de  L'Ha- 
bitat  du  Senegal,  a  Dakar-based  bank 
licensed  in  New  York  to  handle  mon- 
ey transfers  back  home.  Last  year  bhs 
remitted  just  $900,000  to  Africa;  thus 
far  in  1994  it  has  wired  about 
$4  million.  Says  bank  manager  Sey- 


and  over  100  Senegalese  vendors. 

By  going  on  the  road  these  sharp 
trading  peddlers  increase  the  already 
attractive  margins  they're  earning  in 
New  York.  For  example,  a  handmade 
bora,  a  stringed  instrument  played  like 
a  harp,  that  costs  $10  in  the  market  in 
Dakar  and  goes  for  $50  in  New  York, 
is  marked  up  to  $80  at  the  Detroit 
festival.  And,  besides  individual  sales, 
the  peddlers  unload  hundreds  of  dol- 
lars' worth  of  souvenirs  to  wholesalers 
who  run  their  own  boutiques  across 
die  Midwest.  Most  of  their  customers 
are  African- Americans  and  Senegalese 
who  are  settling  in  other  cities. 

"It's  big  business,"  says  James  Wy- 
att  of  the  Museum  of  African  Ameri- 
can History,  which  sponsors  the  De- 
troit festival.  "I've  heard  of  peddlers 


clearing  $15,000  in  a  single  week- 
end." And  much  of  the  money  is  tax 
free,  since  much  of  the  business  is 
done  in  cash. 

So  these  traveling  Senegalese  ped- 
dlers, here  today,  gone  tomorrow,  are 
the  bane  of  local  tax  collectors.  They 
are  hardly  more  popular  among  local 
black  business  people.  At  craft  shows, 
says  Wyatt,  there  is  great  demand  for 
space,  and  the  Senegalese  bid  up  the 
price.  The  museum  leases  space,  a  10- 
by- 10-foot  booth,  for  $400  for  the 
event,  then  has  seen  the  leases  flipped 
to  latecomers  for  $1,000.  To  native- 
born  black  Americans,  it's  unfair 
competition.  But  no  one  can  com- 
plain that  the  Senegalese  don't  work 
hard  for  their  money. 

Visit  Harlem's  Masjid  Malcolm 
Shabazz  ( Malcolm  X's  old  mosque  on 
Lenox  Avenue)  on  any  Friday.  Most 
of  the  1,000-plus  faithful  are  West 
Africans,  many  self-employed  busi- 
nessmen. Besides  street  peddlers,  they 
are  taxi  drivers,  restaurant  owners, 
accountants  and  tailors.  Many  hold 
two  jobs;  many  also  go  to  night 
school.  The  most  devout  neither 
drink  nor  smoke  and  demonstrate  a 
work  ethic  that  can  be  described  only 
as  Calvinistic. 

Near  the  mosque,  along  116th 
Street,  lies  the  heart  of  Harlem's  Little 
Senegal.  The  Horizon  96  insurance 
agency,  run  by  Makhtar  Ndoye,  offers 
ail-American  products,  although 
French  and  Wolof  are  spoken.  A 
framed  text  of  the  Koran  hangs  on  a 
wall  behind  his  desk.  An  ex-cab  driver, 
Ndoye  worked  his  way  through  New 
York  University,  and  became  a  citizen 
in  1990.  "New  York  has  become  the 
promised  land  for  Senegalese,"  he 
smiles. 

In  the  past  year  Ndoye  has  been 
joined  nearby  by  over  a  dozen  Sene- 
galese-owned businesses:  grocery 
stores  and  hair- braiding  boutiques, 
even  a  balal  (kosher  for  Muslims) 
butcher.  Former  peddlers  are  now 
suppliers,  running  shops  for  the  sec- 
ond generation  of  street  merchants. 

The  new  merchants  have  their  own 
suppliers,  usually  just-off-the-boat 
peddlers  who  undersell  taxed  busi- 
nesses like  Homeland  Fashions. 
"They  are  competition  for  me,"  Diop 
sighs,  enjoying  the  irony.  "That's  the 
cycle.  It's  cheaper  to  buy  from  a  guy 
with  a  suitcase.  Tax  free."  H 
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The  race  for  totally  chlorine-free  paper  has  begun. 

the  finish  line. 

mills  in  California  and  British  Columbia  is  being 
used  now  by  papermakers  in  the  U.S.  and  Europe 
making  totally  chlorine-free  paper  products. 

For  more  than  20  years,  Louisiana-Pacific  has 
led  the  forest  products  industry  with  innovative, 
affordable  products  that  not  only  work  better  but 
are  better  for  the  environment.  TCF  pulp  is  the 
latest  example.  Take  the  lead  by  asking  for  and 
using  TCF  paper. 

Louisiana-Pacific 

Doing  something  about  it. 

For  product  or  corporate  information,  write  Louisiana-Pacific, 
Communications  Department,  111  S.W.  5th  Ave.,  Portland,  OR  97204. 


And  we're  already  across 


A  lot  of  people  are  concerned  about  the  use  of 
chlorine  in  papermaking.  They  want  the  option  to 
buy  paper  made  without  it. 

Louisiana-Pacific  has  gone  the  distance  to 
help  make  that  choice  possible.  We're  the  first 
manufacturer  in  North  America  to  commit  to 
producing  totally  chlorine-free  (TCF)  bleached 
kraft  pulp,  one  of  the  raw  materials  often 
used  in  making  paper.  TCF  pulp  from  our 


Harry  Merlo, 
Chairman  &  President 

"TCF  paper  will  be  to  this  decade 
what  recycled  paper  ivas  to  the  last." 


Advocates  of  activist  government  often 
proclaim  their  commitment  to  progress 
while  supporting  the  status  quo. 

Looking  out 
or  looking  in? 


BY  THOMAS  SOWELL 


Dr.  Thomas  Sowell  is  an  economist 

and  a  senior  fellow  at  the  Hoover  Institution 

in  Stanford,  Calif. 


It  is  scarcely  news  anymore  when 
someone  discovers  another  disparity 
between  groups,  but  the  New  York 
Times  recently  featured  a  front-page 
story  about  differences  in  property 
taxes  paid  by  black  and  white  home- 
owners in  the  same  communities. 

In  absolute  amounts  these  differ- 
ences ranged  from  a  high  of  $412  a 
year  in  the  Philadelphia  suburbs  to  a 
low  of  $38  a  year  in  the  suburbs  of 
Dallas-Fort  Worth.  Unlike  most  such 
stories,  however,  this  one  was  not 
filled  with  shrill  accusations  of  racism. 

Instead  it  quoted  knowledgeable 
people  who  attributed  this  disparity 
to  the  fact  that  blacks  were  more  likely 
to  be  later  arrivals  in  the  suburbs, 
where  tax  laws  favor  those  who  were 
there  first  and  hit  newcomers  in  gen- 
eral with  higher  taxes  based  on  more 
recent  assessments. 

Lending  support  to  this  analysis 
was  the  fact  that  tax  disparities  be- 
tween the  races  were  by  no  means  as 
pervasive  in  cities  as  in  suburbs.  White 
property  owners  paid  lower  tax  rates 
in  nine  cities  surveyed  but  black  prop- 
erty owners  paid  lower  tax  rates  in 
seven  other  cities.  Blacks  are  not  as 
new  to  cities  as  to  suburbs. 


There  are  at  least  two  morals  to 
this  story. 

The  first  is  that  all  differences  be- 
tween races  are  not  racial  differences — 
nor  necessarily  differences  due  to  rac- 
ism. But  to  acknowledge  this  would  be 
to  destroy  a  whole  industry,  perhaps 
creating  unemployment  among  lawyers 
and  jeopardizing  the  existence  of  such 
agencies  as  the  Equal  Employment 
Opportunity  Commission. 

A  vast  amount  of  legal,  political, 
academic  and  journalistic  activity  de- 
pends on  the  grand  dogma  of  our  age, 
that  groups  would  be  evenly  or  ran- 
domly distributed  in  statistics  for  all 
kinds  of  institutions  if  it  were  not  for 
discrimination.  Those  who  believe  this 
dogma  are  not  expected  to  supply  a 
speck  of  evidence  and  those  who  chal- 
lenge it  can  supply  all  the  evidence  they 
want  without  making  a  dent. 

The  second  moral  of  the  story  is  that 
politics  is  always  biased  against  those 
who  are  on  the  outside  looking  in. 

Newcomers  of  any  race  can  be  ex- 
pected to  be  hit  with  higher  property 
taxes  in  communities  across  the  coun- 
try. Similarly,  government  regulatory 
agencies  in  charge  of  given  industries — 
whether  the  Interstate  Commerce 
Commission  regulating  railroads,  mu- 
nicipal agencies  regulating  taxes  or  die 
now  defunct  Civil  Aeronautics  Board 
regulating  airlines — have  a  long  history 
of  protecting  incumbents  from  the 
competition  of  newcomers  who  might 
be  able  to  provide  the  same  service 
cheaper  and  better  to  die  consumer. 

One  of  the  reasons  for  incumbent 
bias  is  that  incumbents  are  easier  to 
organize  and  therefore  carry  more 
political  weight.  Existing  teachers, 
with  all  their  well-documented  aca- 
demic deficiencies,  are  organized 
into  the  largest  union  in  America. 


Potential  teachers  with  higher  quali- 
fications are  not. 

Given  this  fact,  and  the  political 
incentives  implied  by  it,  it  can  hardly 
be  surprising  that  government  re- 
quirements keep  all  sorts  of  highly 
qualified  people  from  teaching  in  the 
public  schools,  while  protecting  in- 
competents who  are  already  in  those 
schools.  The  powerful  National  Edu- 
cation Association  represents  existing 
teachers,  with  their  existing  deficien- 
cies, not  potential  teachers  with  high- 
er qualifications. 

Rent  control  laws  likewise  favor  those 
who  were  tenants  when  these  laws  were 
passed,  not  new  arrivals  in  town  who  are 
on  the  outside  looking  in.  Where  there 
is  both  a  rent-controlled  housing  mar- 
ket and  a  free  market  in  the  same  city, 
the  old-timers  may  pay  a  fraction  of 
what  die  newcomers  pay  for  compara- 
ble apartments. 

Even  tax  laws  passed  by  those  who 
are  out  to  get  "the  rich"  seldom 
extract  as  much  from  those  who  were 
born  rich  as  from  those  who  are  cur- 
rently in  the  process  of  becoming  rich 
by  their  own  productive  activities. 

Much  of  our  political  debate  is  over 
issues  involving  groups  defined  as  in- 
dustry, labor,  homeowners,  attorneys 
and  the  like.  But  the  bias  of  practical 
politics  is  to  favor  incumbents  in  all 
these  and  other  areas.  State  legisla- 
tures are  not  protecting  "industry" 
but  incumbent  industrialists  when 
they  pass  laws  impeding  takeovers. 

When  new  standards  of  quality  are 
imposed,  whether  on  construction 
work  or  on  occupations  from  beauti- 
cians to  brain  surgeons,  the  tendency 
is  to  exempt  what  exists — to  "grand- 
father them  in,"  as  the  phrase  goes. 

Ironically,  the  advocates  of  activist 
government  often  proclaim  their 
commitment  to  progress  and  to  the 
underdog  while  supporting  the  status 
quo  and  creating  impediments  to 
those  trying  to  rise  personally  by  serv- 
ing society  better. 

In  short,  the  injustice  to  black 
homeowners  is  part  of  a  larger  set  of 
injustices  and  biases  common  to  the 
political  process.  This  does  not  make 
it  right,  of  course.  On  the  contrary,  it 
raises  serious  questions  about  how 
many  other  important  decisions 
should  be  made  through  the  political 
process,  which  has  such  a  bad  record, 
however  glorious  its  rhetoric.  M 
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In  a  switch  on  the  usual,  a  big  Dallas  company 
is  suing  a  small  Dallas  company,  claiming 
its  tiny  rival  is  playing  too  rough. 

Dumpster  diving 


By  Christopher  Palmeri 

The  normally  button-down  world 
of  Dallas'  telecommunications  corri- 
dor has  had  something  to  laugh  about 
this  summer. 

In  May,  Piano,  Tex. -based  switch- 
maker  DSC  Communications  sued  a 
tiny  rival  named  dgi  Technologies, 
accusing  the  company  of  stealing 
trade  secrets  and  presenting  its  prod- 
ucts to  customers  as  DSC- approved. 

Three  months  later,  in  August,  tiny 
DGI  countersued,  accusing  its  larger 
competitor  of  industrial  espionage, 
trespassing  and  misappropriation  of 
DGI  trade  secrets.  Now  in  possession 
of  DSC's  lawyers:  10,000  pages  of 
documents  taken  from  a  dumpster 
behind  DGi's  offices,  dsc  says  the 
papers  prove  that  DGI  stole  com- 
pany secrets,  dgi  says  hogwash. 

"This  is  a  David  and  Coliath 
story,"  says  Lyle  Coffman,  the 
gravelly  voiced  president  of  DGI. 
"They  are  trying  to  run  us  out  of 
business." 

Just  protecting  our  rights,  re- 
torts DSC  in  a  prepared  statement 
sent  to  reporters:  "DSC  believes  it 
is  improper  for  DGI  ...  to  trade 
on  dsc's  reputation." 

If  DSC  is  getting  rough  treat- 
ment from  an  ambitious  new 
competitor,  it  shouldn't  be 
shocked.  It  was  once  an  under- 
dog challenger  itself.  From  its 
founding  in  1976,  the  company 
kicked  and  scratched  into  the 
switch  market,  using  product  in- 
novations like  digital  switching 
and  aggressive  salesmanship  to 
grab  business  away  from  giants 
like  Northern  Telecom  and 
AT&T.  The  rough  tactics  worked. 
Last  year  dsc,  which  now  has  an 
estimated  15%  share  of  the  long 
distance  switch  market,  earned 
$82  million  on  revenues  of  S730 
million. 


Then  along  came  upstart  DGI.  The 
company  got  its  start  five  years  ago, 
when  Richard  Santulli,  an  ex-Gold- 
man, Sachs  investment  banker  who 
had  built  up  several  leasing  business- 
es, found  himself  with  an  outdated 
DSC  switch,  returned  by  Sprint  at  the 
end  of  its  lease.  Rather  than  scrap  the 
old  switch,  Santulli  hired  a  couple  of 
engineers  to  figure  out  a  way  to  up- 
date it.  This  they  did,  taking  circuit 
boards  out  of  the  DSC  machine  and 
replacing  them  with  newer,  improved 
designs.  DGI  was  born. 

To  run  the  fledgling  Richardson, 
Tex. -based  operation,  Santulli 
brought  in  Coffman,  a  30-year  veter- 


DGI  Technologies  President  Lyle  Coffman 
"They  are  trying  to  run  us  out  of  business." 


an  of  companies  like  ITT  and  Rock- 
well. Coffman,  now  57,  figured  there 
was  as  much  as  $250  million  worth  of 
work  to  be  done  selling  replacement 
parts  for  old  switching  equipment. 
So,  with  cash  provided  by  Santulli,  he- 
began  designing  new  circuit  boards 
that  could  be  spld  for  as  little  as  50%  of 
what  DSC  charged  for  comparable- 
equipment.  This  year  Coffman  ex- 
pects DGi's  sales  to  nearly  double,  to 
$8  million. 

"We  like  the  dgi  product,"  says 
Walter  Rusak,  a  technology  buyer  for 
San  Antonio-based  U.S.  Long  Dis- 
tance. "Competition  is  always  good 
for  the  industry." 

Maybe  so,  DSC  figured,  but  not  that 
kind  of  competition.  It  decided  to 
play  rough.  In  the  fall  of  1991,  before 
DGI  had  shipped  its  first  product,  DSC 
sent  the  company  a  letter  stating  its 
intention  to  sue  dgi  for  violating  its 
intellectual  property  rights.  Soon  af- 
ter, DSC  sent  out  letters  to  its  switch 
customers  stating  that  their  warranty 
and  sendee  agreements  would  be 
voided  if  they  used  DGI  products. 

Then  came  the  lawsuits.  DSC  claims 
DGI  violated  dsc's  proprietary  tech- 
nology. Coffman  says  his  firm, 
consulting  an  attorney  through- 
out, followed  the  letter  of  the 
law.  "It's  reverse  engineering," 
he  says.  "People  do  this  in  the 
computer  industry  all  the  time." 

That's  when  DSC  hired  private 
investigators  to  dig  into  DGi's 
dumpster.  After  sifting  through 
DGi's  garbage  over  a  four-month 
period,  dsc  claims  it  turned  up 
proprietary  documents.  Not  so, 
says  Coffman,  who  claims  his  big 
rival  only  got  hold  of  DGi's  busi- 
ness plans,  cost  of  equipment, 
pricing  information  and  custom- 
er lists,  as  well  as  manuals  that  go 
to  DSC  customers. 

In  mid-August  a  Dallas  judge 
ruled  that  the  dumpster  docu- 
ments may  be  introduced  into 
the  trial,  subject  to  further  nego- 
tiation. A  court  date  was  set  for 
next  August.  The  judge  also 
ruled  that  DSC  had  to  stop  raiding 
DGi's  trash.  No  matter,  the  day 
after  he  heard  about  the  raids, 
Coffman  outfitted  his  offices  with 
paper  shredders.  And  Dallas  busi- 
ness people  continue  to  enjoy  the 
juicy  scrap.  *•* 
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Dalian  was  once  the  jewel  of  Japan's  Manchurian  empire. 
The  Japanese  are  back  as  investors,  not  as  conquerors. 


We  are 

Matsushita's  pupils" 


By  Gale  Eisenstodt 

When  Wang  Yongguan  was  young, 
Dalian,  his  hometown  in  northeast 
China,  was  a  Japanese  colony.  Some 
200,000  Japanese  lived  there,  more 
than  a  quarter  of  its  population.  Wang 
studied  Japanese  in  elementary  school. 
In  1943  he  went  to  work  for  a  Japa- 
nese-owned cotton-spinning  mill. 

After  the  Japanese  surrendered  in 
1945  and  left,  taking  their  nationals 


with  them,  Wang  continued  to  work 
at  the  mill,  then  owned  by  the  Chi- 
nese communist  government. 

Now  Wang,  just  turned  66,  is  back 
working  for  Japanese.  He  is  an  adviser 
at  Canon  Inc.'s  Dalian  subsidiary,  one 
of  825  Japanese  firms  that  are  invest- 
ing in  his  hometown.  In  1984  Dalian 
began  encouraging  foreign  invest- 
ment. The  city  government  recruited 


Wang  to  visit  Tokyo  and  invite  Japa- 
nese firms  back  to  Dalian.  He  did  his 
job  so  well  that  Dalian  (pop.  5.3 
million)  is  the  most  popular  area  in 
China  for  Japanese  investment.  The 
onetime  conquerors  are  popular,  too. 

A  tour  through  Canon's  Dalian 
facility,  which  makes  laser  beam  print- 
er cartridges,  shows  why  the  Chinese 
are  so  pleased  the  Japanese  are  back. 
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China's  Dalian 


LEFT: 

Dalian's 
Economic  Zone 
From  fishing 
village  to 
modern  city 
in  ten  years. 


BELOW: 

Canon's 

Isamu  Shiino  (left) 
and  Matsushita's 
Shoji  Shikata 
Where  they  once 
brought  arrogance, 
Japanese  now 
bring  technique 
and  technology. 


This  is  no  sweatshop,  like  so  many  of 
the  shoddy  factories  put  up  by  Hong 
Kong  money  in  China's  southern 
Guangdong  province.  Sparkling- 
clean  new  dormitories  surrounded  by 
well -tended  greenery  house  most  of 
Canon's  2,300  employees.  A  gym  and 
dining  hall  are  under  construction. 
From  the  bowing,  uniformed  recep- 
tionists to  the  charts  posted  on  the 
factory  walls  to  measure  productivity, 
Canon  Dalian  President  Isamu  Shiino 


has  tried  to  replicate  his  company's 
operations  in  Japan. 

Sitting  in  his  light  blue  Canon  uni- 
form, Wang  declares:  "We  need  to 
look  to  Japan  not  only  for  technology 
and  capital  but  also  to  learn  manage- 
ment techniques."  His  view  is  shared 
by  Dalian  Vice  Mayor  Wang  Shijia. 

Vice  Mayor  Wang  speaks  with 
Forbes  in  a  lovely  wood-paneled  room 
in  Dalian's  city  hall,  a  building  dating  to 
the  Japanese  colonial  years.  Says  she: 


"Japanese  firms  here  are  providing  a 
good  model  for  Chinese  companies. 
The  benefits  of  foreign  investment  are 
obvious.  This  city  is  prospering." 

Last  year  Dalian's  economy  grew 
by  16%,  versus  13%  for  all  of  China. 
Dalian's  industrial  production  was  up 
by  42%.  Now  money  from  Hong 
Kong  is  pouring  in  at  an  even  faster 
pace  than  that  from  Japan.  Much  of 
Hong  Kong  money  is  going  into  real 
estate.  Skyscrapers  are  going  up  at  a 
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We  can  all  take  a  lesson  from  the  Trojans. 
No  matter  how  something  appears  on  the  outside, 
it  pays  to  look  under  its  skin. 

Suppose  your  business  is  wholly  domestic. 
Like  one  of  our  forest  products  client's  is.  Their 
business  is  all  done  in  their  home  country's  cur- 
rency. No  need  for  them  to  worry  about  the  ups 
and  downs  of  foreign  exchange. 

But  think  again.  A  devaluation  in  the 
currency  of  an  overseas  competitor  would  make 
that  competitor's  products  far  cheaper  in  our 


client's  home  country.  Deal  a  devastating  blow 
to  their  profits. 

A  customized  long-term  currency  hedge 
neutralized  that  threat.  Then  we  created  a  forward 
pulp  market  to  lock  in  raw  material  prices.  Twice, 
we  replaced  risk  with  potential  profit. 

Risk  wears  many  disguises.  Helping  you  see 
beneath  its  surface  is  the  strength  of  Bankers  Trust. 

D  Bankers  Trust 

LEAD    FROM  STRENGTH. 


China's  Dalian 


Introducing 

INCOME 

for  now, 

GROWTH 

for  later. 


Twentietli  Century 
Equity  Income 

If  you  seek  current  income  from  your  investment  and  want 
to  have  the  long-term  growth  potential  of  stock  fund  investing, 
consider  Twentieth  Century's  newest  fund:  Equity  Income. 

This  no-load  fund  invests  in  a  portfolio  of  stable  companies 
that  is  targeted  to  exceed  the  yield  of  the  stocks  in  the  S&P  500  Index. 
Due  to  its  more  conservative  equity  investment  strategy  of  pursuing 
current  income,  the  fund  has  the  potential  for  less  price  fluctuation 
than  you  might  expect  from  many  other  types  of  stock  funds. 

Equity  Income  joins  Twentieth  Century  Value  in  the 
category  of  conservative  stock  funds  offered  by  Twentieth  Century. 

To  find  out  how  you  can  pursue  current  income  and  growth 
potential,  call  for  your  free  information  kit  containing  a  prospectus 
with  more  complete  information,  including  charges,  expenses 
and  minimums.  Please  read  the  prospectus  carefully 
before  investing. 

Call  today,  toll-free: 

1-800-345-2021 

Ask  for  extension  6059 

RO.  Box  419200,  Kansas  City,  MO  64141-6200 


©  1994  Twentieth  Century  Services,  !nc. 
FBS 


Investments  That  Work™ 


While  this  is  a  conservative  equity  fund,  it  is  an  equity  investment,  which,  by  nature  has  a  value 
that  will  fluctuate  and  your  investment  may  decrease  in  value.  As  with  all  of  your  investments, 
consider  your  objectives,  circu,  nstances  and  risk  tolerance  before  you  invest. 


Income  and  growth  potential  in  one  fund! 


blistering  pace — currently  20  are  un- 
der construction,  with  30  more  on  the 
drawing  boards. 

Newly  opened  boutiques  are  luring 
customers  from  stodgy  state  depart- 
ment stores.  Across  from  the  train 
station — which  is  modeled  after  To- 
kyo's Ueno  Station — is  a  huge  ditch 
where  a  Hong  Kong  developer  is 
working  with  Osaka- based  Hanshin 
Department  Store  Ltd.  to  put  up  a 
shopping  complex  with  over  600,000 
square  feet  of  selling  space. 

Mayor  Bo  Xilai,  strikingly  hand- 
some at  45,  speaks  of  Dalian's  becom- 
ing the  Hong  Kong  of  northeast  Chi- 
na. Marc  Faber,  a  Hong  Kong-based 
fund  manager,  recently  visited  Dalian. 


Mayor  Bo  Xilai 

Hong  Kong  is  his  model. 


He  isn't  bullish  on  the  Chinese  econ- 
omy overall  but  believes  well-man- 
aged cities  such  as  Dalian  will  flourish. 

Faber  forecasts  that  China's  eco- 
nomic center  will  gradually  shift  from 
the  South,  which  opened  up  first,  to 
Shanghai  and  to  the  Northeast,  which 
is  where  foreign  investment  was  con- 
centrated before  the  communists 
took  over  in  1949.  Dalian  is  close  to 
the  Koreas,  Far  East  Russia  and  Japan. 

A  strange  symbol  of  the  long  rela- 
tionship between  Dalian  and  Japan  is 
the  Tokyo-based  Dalian  Association. 
Its  20,000  Japanese  members  mostly 
grew  up  in  Dalian  before  World  War 
II  and  regularly  make  trips  back  to 
Dalian  to  visit  their  old  homes,  many 
of  which  are  still  standing.  When  As- 
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V 

Pointing  east  - 
Business  as  usual  in 
Bayern. 


Many  international  companies  are 
pointing  towards  the  east  - 
Europe's  fast-developing  markets. 

In  Bayern,  we  have  been  building 
bridges  -  and  roads  and  rail  lines  - 
to  our  neighbors  and  business 
partners  in  central  and  eastern 
Europe  for  many  years. 

An  integral  part  of  the  EC,  Bayern 
has  made  a  business  out  of  serving 
as  a  high-tech  base  for  companies 
looking  at  new  markets. 


If  you're  looking  towards  the  east 
and  new  business,  take  a  look  at 
the  place  to  do  business  from. 

Bavarian  Ministry  for 
Economic  Affairs  and  Transport 
Dr.  Manfred  Pfeifer 
Prinzregentenstr.  28 
80538  Munchen/ Germany 
Tel.:  (89)  2162-26  42 
Fax:  (89)  2162-27  60 


Bayern. 

The  Quality  Edge 
in  the  New  Europe 


China's  Dalian 


RIGHT: 

Employees  at 
Toshiba  Dalian 
Toshiba  is 
targeting 
China's 
increasingly 
wealthy 
consumers. 


BELOW: 

Toshiba  worker 
with  microscope 
The  city  offers 
more  than  cheap 
labor. 


sociation  member  Tamotsu  Ishige 
visits,  he  goes  out  drinking  with  his 
former  school  buddy  Song  Xinzhi. 
After  retiring  from  the  Dalian  city 
government,  Song,  now  65  and  flu- 
ent in  Japanese,  helped  Star  Micron- 
ics,  a  Japanese  printer  manufacturer 
based  in  Shizuoka  prefecture,  set  up 
its  plant  in  Dalian. 

Yukio  Sakaguchi,  now  supreme  ad- 
viser to  Nisshin  Oil  Mills,  Japan's 
largest  producer  of  cooking  oils, 
spent  the  early  years  of  his  career  at  the 
company's  Dalian  factory,  which  was 


set  up  in  1907.  In  those  days  nearly 
two-thirds  of  the  world's  supply  of 
soybeans  was  produced  in  Manchuria. 
Nisshin  is  back  in  a  joint  venture  with 
its  former  factory,  operating  a  new 
soybean  oil  mill. 

There  are  few  signs  here  of  Chinese 
xenophobia.  Dalian  Mayor  Bo  regu- 
larly meets  with  the  heads  of  foreign 
corporations  operating  in  Dalian  to 
listen  to  complaints.  When  $764  mil- 
lion (sales)  Mabuchi  Motor,  the 
world's  largest  maker  of  minimotors, 
was  looking  to  invest  in  China  seven 
years  ago,  it  found  that  Dalian  was 
one  of  the  few  areas  receptive  to  the 
idea  of  a  wholly  foreign  owned  ven- 
ture. Today  Mabuchi's  operations 
employ  7,600  people. 

Much  of  the  Japanese  investment  is 
concentrated  in  Dalian's  Economic 
and  Technological  Development 
Zone,  about  40  minutes  by  car  from 
downtown.  "Ten  years  ago  this  was  a 
tiny  fishing  village,"  recalls  Li  Ming, 
deputy  chairman  of  the  committee 
that  runs  the  zone.  Carefully  tended 
flower  beds  now  line  the  avenues. 
Already,  80,000  people  work  there. 

Trading  company  Marubeni  to- 
gether with  Daiwa  House  recently 
put  up  a  housing  development  in  the 
zone,  with  a  Japanese  restaurant,  kar- 
aoke bar  and  large  Japanese-style 


baths.  In  a  project  40%  funded  by  the 
Japanese  government,  Marubeni  and 
Itochu  Corp.  are  luring  mostly  small 
to  medium-size  Japanese  companies 
to  set  up  operations  in  an  expansion  of 
the  existing  zone. 

When  Japanese  companies  such  as 
Toshiba  initially  invested  in  Dalian, 
they  were  primarily  interested  in  pro- 
ducing goods  there  to  ship  back  to 
Japan  or  elsewhere  in  the  world.  Now 
they  are  beginning  to  target  China's 
increasingly  wealthy  consumers. 

To  get  costs  down,  Toshiba  Dalian 
President  Takeshi  Nakayama  is  trying 
to  increase  parts  purchases  from  Chi- 
nese state-owned  firms.  He  is  orga- 
nizing a  "parts  fair"  to  track  down 
potential  Chinese  suppliers.  To  en- 
sure the  quality,  Toshiba  will  provide 
technical  advice. 

The  Japanese  bring  more  than  jobs. 
They  bring  technology  and  tech- 
nique. Matsushita  is  part  of  a  Chinese 
government  project  to  produce 
videotape  recorders.  "We  are 
Matsushita's  pupils,"  gushes  Lu  Ri- 
zhong,  head  of  Dalian's  Hualu 
Group,  a  Chinese  state  firm  that  is  a 
partner  in  the  video  venture. 

Unlike  most  of  the  other  Japanese 
ventures  in  Dalian,  which  are  labor 
intensive,  Matsushita's  production 
lines  are  highly  automated,  with  com- 
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"I  know  I  need  to  reengineer  my  company,  but  how?" 


You're  committed  to  dramatically  changing  your 
company.  You've  set  goals.  You've  gone  back  to  a  blank 
canvas.  Now  what? 

From  fresh  ideas,  all  the  way  to  final  implementation, 
Arthur  Andersen  can  help. 

Experienced  Arthur  Andersen  professionals  start  by 
sharing  operating  practices  with  you  from  around  the  world. 
You'll  learn  not  only  what  works  for  others,  but  what  works 
best  for  others.  So  your  quest  for  major  process  improvement 
gets  a  major,  creative  jump-start. 

The  professionals  at  Arthur  Andersen  build  upon  their 
understanding  of  business  processes  with  the  exclusive 
Global  Best  Practices  knowledge  base.  It's  a  compendium  of 
the  best  processes  from  the  best  companies,  delivered  to 
Arthur  Andersen  professionals  by  CD-ROM  technology. 
Continually  updated,  the  knowledge  base  is  unsurpassed  in 
its  depth  and  scope. 

Using  this  tool,  Arthur  Andersen  professionals 


collaborate  with  you,  finding  innovative  ways  to  alter  your 
operations  and  then  helping  you  implement  the  changes. 

We  can  help  you  improve  performance.  Increase 
customer  satisfaction.  And — most  importantly — enhance 
your  revenues. 

Find  out  how  you  can  make  significant  progress — on 
paper  and  in  practice.  For  your  free  brochure  or  to  discuss 
with  us  personally  how  Global  Best  Practices  can 
work  for  your  company,  call  1-800-257-2912,  today. 

Best  Practices. 
Putting  insight  into  practice™ 


Arthur 
Andersen 


©1994  Arthur  Andersen,  Arthur  Andersen  &  Co,  SC.  All  rights  reserved. 


Arthur  Andersen  &  Co,  SC 


China's  Dalian 


puters  and  robots  everywhere.  Some 
400  Chinese  employees  who  work  at 
the  plant  were  sent  to  Japan  for  train- 
ing. The  key  components  are  produced 
by  Matsushita  and  then  shipped  to  nine 
Chinese  firms  nationwide,  which  are 
also  investors  in  Matsushita's  Dalian 
venture,  for  assembly.  The  product  is 
sold  under  die  Panasonic  name. 

Doing  business  in  China  isn't  has- 
sle-free. It  takes  more  than  two  weeks 
by  rail  for  shipments  to  reach  some  of 
Matsushita's  partners  from  the  city.  If 


a  shipment  is  delayed  or  lost  it  is 
virtually  impossible  to  get  informa- 
tion about  its  whereabouts.  But 
there's  a  reward.  Shoji  Shikata,  presi- 
dent of  Matsushita's  Dalian  venture, 
predicts  his  company  will  capture  50% 
of  China's  VCR  market. 

In  March  workers  at  Mabuchi  Mo- 
tor's plant  went  on  strike.  Wage  in- 
creases had  failed  to  keep  pace  with 
inflation.  Mabuchi  resolved  the  mat- 
ter with  a  roughly  40%  pay  hike.  Now 
the  city  is  formulating  laws  to  govern 


strikes  to  placate  foreign  investors. 

Where  are  the  Americans?  You'll  be 
sorry  you  asked.  Pfizer  Pharmaceuti- 
cals has  a  joint  venture  here  to  pro- 
duce antibiotics  for  the  Chinese  mar- 
ket. Dalian  is  now  making  a  big  push 
to  lure  more  U.S.  firms.  Any  U.S. 
company  interested  in  China  would 
be  smart  to  investigate  the  place.  Its 
excellent  port  and  educational  facili- 
ties and,  above  all,  its  openness  to 
foreigners  and  to  new  ideas  almost 
guarantee  a  bright  future.  M 


No  bikinis, 
please 

Dalian  is  a  historically 
interesting  and  attractive 
city,  one  of  the  great  tra- 
ditional port  gateways  to 
China.  I  was  fortunate  in 
that  Star  Micronics  adviser 
Song  Xinzhi  (see  story), 
who  grew  up  in  Dalian,  was 
my  guide.  As  we  toured 
the  city,  he  recalled  events 
from  his  childhood.  We 
strolled  through  Xinghai 
Park,  a  popular  seaside 
spot  with  a  sandy  beach. 
Song  explained  that  the 
Japanese  used  to  come  here 
en  masse  on  Apr.  29  to 
celebrate  Emperor  Hirohi- 
to's  birthday. 

The  master  plan  for  the 
city's  wide,  tree-lined 
streets  was  laid  out  when 
Dalian  was  controlled  by 
the  Russians  between 
1898  and  1905.  The  build- 
ings that  surround 
Zhongshan  Square  were 
mostly  built  by  the  Japa- 
nese but  look  very  Europe- 
an with  their  cupolas  and 
spires.  Notable  is  the  green- 
domed  building  that 
once  housed  the  Yokohama 
Specie  Bank  and  today  is 
occupied  by  a  branch  of  the 
Bank  of  China.  The  Old 
Yamato  Hotel,  now  the 
Dalian  Hotel,  is  elegant. 

The  Nan  Shan  residen- 
tial area  is  filled  with  charm- 
ing old  houses  that  once 


housed  the  Japanese  senior 
officials  of  the  South 
Manchuria  Railway  Co. 

The  nearby  coast  is 
spectacular.  The  beaches, 
surrounded  by  regal  state 
guest  houses  once  reserved 
for  the  party  elite,  are 
now  generally  open  to  the 
public.  But  don't  try 
wearing  a  bikini.  The  Chi- 
nese on  these  beaches 
seem  pretty  prudish. 

How  to  get  there? 
There  are  direct  flights 
from  Tokyo  and  Hong 
Kong.  The  two  most  popu- 
lar hotels  for  foreigners 
are  the  Holiday  Inn  and  the 
Furama  Hotel.  Both  have 
excellent  service  .-G .  E .  WM 


Once  the 
Yokohama  Spe- 
cie Bank,  now  a 
branch  of  the 
Bank  of  China. 


On  the  tip 

of  the  Liaoning 

Peninsula, 

Dalian  is 

surrounded  by 

beaches. 
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The  Guardian 
Life  Insurance  Company  of  America 

POLICYOWNER'S 


GUARDIAN  POLICYOWNERS  HAVE  A  RIGHT  TO: 

Be  with  one  of  the  strongest  financial  companies  in  America. 

'  * 

A  company  jo  financially  secure  that  it  receives  the  highest  ratings  from  the  leading 
independent  ratings  services  year  after  year:  "AAA  "by  Standard  and  Poors  and 
Duff  eJ  Phelps,  "Aaa" by  Moody's  and  "A++"  by  A.M.  Best. 

A  company  that  has  paid  dividends  EVERY  YEAR  since  1868  and  has  raised 
their  dividend  -10%  in  just  the  past  five  years. 

A  company  with  an  excellent  Capitalization  Ratio  of  16.4%!  * 

A  company  that  is  ranked  #1  industry-wide  on  the  basis  of  20-year 
Interest  Adjusted  Costs  at  aqes  25,  55  and  45. 

A  thorough  explanation  of  how  the  recommended  Guardian  product  will  solve  your  problem. 

Recommendations  based  solely  on  your  best  interests  and  no  one  ebe's. 

A  thorough  explanation  of  how  recommended  coverage  will  relate  to  your  plans. 

Quality  products  that  are  fairly  priced  and  deliver  what  they  promise. 

* 

Continuing  quality  service  from  The  Guardian  and  our  professional 
organization  of  caring,  competent  agents  and  representatives. 

Declare  vour  independence  from  insurance  companies  that  don't  work 
hard  for  you.  Call  your  Guardian  representative  or  1-800-662-1006. 
We'll  show  you  why  The  Guardian  is  the  intelligent,  financially 
strong  choice  for  Life  Insurance,  Group  Insurance,  Reinsurance, 
Disability  Income  Protection,  or  Equity  Products.** 


^  TheGuardian^ 

The  Intelligent  Choice 


Since 


18     6  0 


'Capitalization  Ratio,  as  defined  by  Moody's,  is  Capital  +  Surplus  +  AVR  +  50%  of  Dividend 
Liability  +  voluntary  provisions  for  investment  *  General  Assets 
"Equity  products  are  offered  through  Guardian  investor  Services  Corporation", 
a  wholly-owned  subsidiary  of  The  Guardian  Life  Insurance  Company  of  America 

©1994  The  Guardian  Life  Insurance  Company  of  America. 
201  Park  Avenue  South,  New  York,  NY  10003 


When  Steven  Spielberg  was  a  kid,  the  great  director 
John  Ford  gave  him  two  pieces  of  advice.  One  piece 
Spielberg  has  never  had  occasion  to  use,  the  other 
he  took  very  much  to  heart. 

I  want  gross 
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By  Randall  Lane 

As  an  eager  16-year-old,  Steven 
Spielberg  finagled  an  interview  with 
legendary  director  John  Ford.  Ford 
took  the  sweaty-palmed  adolescent 
into  his  office  and  showed  him  his 
collection  of  Western  prints.  "When 
you  understand  what  makes  a  great 
Western  painting,  you'll  be  a  great 
Western  director,'1  Ford  said  gruffly. 
His  final  words:  "And  never  spend 
your  own  money  to  make  a  movie. 
Now  get  the  hell  out  of  here." 

Spielberg  has  never  made  a  West- 
ern, but  he's  certainly  taken  Ford's 
advice  about  money.  In  fact,  he's 
done  Ford  one  better.  He  avoids  put- 
ting up  his  own  money  but  insists  on 
the  benefits  of  ownership  without  it. 

Spielberg  is  no  sucker  for  the  film 
companies,  but  unlike  many  Holly- 
wood names  he  doesn't  insist  on  huge 
guarantees  whether  the  film  makes 
money  or  not.  Where  he  does  drive 
merciless  bargains  is  in  demanding  an 
outsize  chunk  of  success.  This  tech- 
nique has  made  this  college  dropout  a 
billionaire  at  46. 

His  take  from  last  summer's  block- 
buster Jurassic  Park  will  swell  to  near- 
ly $250  million  after  the  video  is 
released  next  month  (see  chart) — by 
far  the  most  an  individual  has  ever 
made  from  a  movie,  or  any  other  unit 
of  entertainment.  That  quarter-bil- 
lion dollars  isn't  counting  the  capital- 
ized value  of  the  future  stream  of 
income  Jurassic,  and  its  sequels,  will 
throw  off.  Add  in  his  take  from  The 


Flintstones,  his  Oscar-winning  Holo- 
caust epic  Scbindler's  List  and  a  few 
other  projects,  and  you're  looking  at 
about  $350  million  in  earnings  in  just 
two  years.  Forbes  estimates  Spielberg 
has  hard  assets  in  excess  of  $600 
million;  now  capitalize  his  100%- 
owned  Amblin  Entertainment,  and 
you  have  a  fortune  of  at  least  $1 
billion. 

"I'm  a  gambler,"  Spielberg  told 
Forbes.  "I  haven't  taken  a  salary  for 
almost  a  decade  now.  I  love  gambling 
to  see  what's  going  to  make  it  and 
what's  not."  That's  not  quite  true. 
The  difference  between  Spielberg's 
gambling  and  yours  and  mine  is  that 
he  can't  lose.  The  question  isn't 
whether  he's  going  to  make  money, 
but  how  much. 

The  typical  Spielberg  movie  deal 
works  something  like  this:  The  studio 
absorbs  all  costs,  including  produc- 
tion, advertising  and  distribution. 
Once  the  movie  begins  bringing  in 
revenue,  Spielberg  generally  gets  a  5% 
cut  if  he  produced  the  film,  15%  if  he 
directed  it.  Thus  he  makes  out  even  if 
the  film  loses  money.  This  cut  of 
revenues — "gross  points"  in  Holly- 
wood parlance — often  escalates,  say 
to  30%,  until  the  film  breaks  even.  At 
that  point,  Spielberg  and  the  studio 
split  the  profits  50-50. 

Steven  Spielberg  is  that  rare  combi- 
nation: a  highly  creative  person  and  a 
gut  businessman.  If  creativity  is  de- 
fined as  a  feel  for  mass  tastes,  Spiel- 


berg may  be  the  most  cre- 
ative person  in  entertain- 
ment history.  He  has 
directed  6  of  the  top  15 
grossing  movies  of  all  time. 

When  Spielberg  de- 
mands a  big  cut  of  the  reve- 
nues, studio  heads  know 
that.  "It's  easier  to  [ask  for 
a  partnership]  when  you 
have  the  extraordinary 
track  record  he  has,"  says 
Hollywood  power  broker 
Michael  Ovitz. 

In  recent  years  entertain- 
ment managers  have 
learned  there  can  be  tre- 
mendous value  in  what 
might  be  called  line  exten- 
sions of  their  product: 
T  shirts,  records,  toys. 
Spielberg  has  also  been  in 
the  vanguard  here.  His 
Amblin  Entertainment's 
merchandising  staff  coordinate  all  li- 
censing having  to  do  with  Amblin 
productions. 

The  son  of  a  General  Electric  engi- 
neer and  a  concert  pianist,  Spielberg 
grew  up  in  a  decidedly  middle -class 
Phoenix  suburb.  Early  on  he  showed 
entrepreneurial  symptoms.  At  12,  he 
ran  a  summertime  movie  theater  out 
of  his  family's  living  room,  enlisting 
his  sisters  to  sell  25-cent  tickets  and 
using  his  father's  Bell  &  Howell  pro- 
jector. The  fare:  standard  stuff  like 
Davy  Crockett  he  rented  from  a  cata- 
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log  company.  His  family  helped  him 
sell  soda  and  10-cent  bags  of  popcorn 
during  intermissions.  "We  all  worked 
for  Steve,"  says  his  mother,  Leah 
Adler,  who  now  runs  a  kosher  restau- 
rant in  Los  Angeles,  The  Milky  Way. 
"From  the  minute  he  was  born,  I  was 
his  employee." 

He  also  caught  film  fever  early  on. 
At  16,  spending  a  summer  in  Los 
Angeles  with  relatives,  he  regularly 
sneaked  onto  the  lot  at  Universal 
Studios  to  watch  production;  that  was 
the  summer  he  summoned  the  nerve 


to  confront  the  great  John  Ford. 

Upon  returning  to  Phoenix,  he 
borrowed  $400  from  his  father  and 
made  his  first  full-length  movie,  Fire- 
light. Spielberg  made  that  sum  go  a 
long  way,  convincing  the  airport  to 
shut  down  a  runway  for  one  scene,  a 
hospital  to  open  its  emergency  room 
for  another.  Shown  at  a  local  theater, 
the  film  grossed  S500.  Spielberg  had 
made  his  first  profit  from  a  movie. 

More  interested  in  filmmaking 
than  in  studies,  Spielberg  had  lousy 
grades  and  could  not  get  into  top  film 


schools.  He  settled  for  Cal  State  Long 
Beach,  which  he  left  after  three  years. 
While  there,  a  22-minute  film  he 
made  called  Amblin  'caught  the  eye  of 
Sidney  Sheinberg,  now  president  of 
UniversaPs  parent,  MCA  Inc.,  then 
Universale  television  head.  Shein- 
berg saw  talent  and  signed  the  20- 
year-old  to  a  contract  as  a  TV  director. 
"We  paid  him  the  princely  sum  of 
$275  a  week,"  he  recalls. 

Spielberg  helmed  a  couple  of  TV 
shows,  including  Marcus  Welby,  M.D. 
and  the  first  episode  of  Columbo.  With 
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a  1973  television  movie  called  Duel, 
Spielberg  made  the  leap  to  feature- 
film  directing.  Two  years  later  he 
directed  Jaws,  which  came  from  no- 
where to  break  all  box  office  records. 

Heady  stuff  for  a  kid  of  27,  but 
unlike  many  of  filmdom's  young  ge- 
niuses, Spielberg  didn't  let  his  head  be 
turned  by  partying  and  starlets.  He 
engrossed  himself  in  the  financial  re- 
alities behind  the  camera.  His  teach- 
ers were  people  like  Sheinberg,  the 
late  Steve  Ross,  Guy  McElwaine,  who 
served  as  his  agent  and  would  later 
head  Columbia  Pictures,  and  Terry 
Semel,  current  chairman  of  Warner 
Bros.  "I  pretty  much  hung  out  with 
the  Brooks  Brothers  realists,'1  is  the 
way  Spielberg  puts  it.  "I  don't  think  it 
made  me  Brooks  Brothers  or  a  realist, 
but  it  gave  me  a  real  good  primer  on 
the  film  industry. 

"I  remember  Guy  McElwaine  tak- 
ing me  over  to  Terry  [ Semel  ]'s  house 
simply  so  Terry  could  sit  me  down 
and  explain  distribution,  which  I 
knew  nothing  about.  And  Terry  must 
have  talked  for  four  hours  straight. 
And  I  was  talcing  notes.  And  at  the 


Anatomy  of  the 
dinosaur  deal 


Amblin  TV  series 
"SeaQuest  DSV" 
"Wanting 
to  have  more 
on  my  plate  than 
I  could  possibly 
digest." 


end  of  the  day,  I  knew  more  about 
distribution  and  exhibition  than  I 
ever  wanted  to." 

Remembers  Semel:  "Those  were 
the  days  when  I  saw  his  desire  to  be 
more  than  just  a  guy  who  directs  a 
movie  every  other  year." 

McElwaine  reopened  Spielberg's 
Jaws  deal  just  before  the  film  opened 
and  got  the  director  5%  of  the  profits, 
worth  about  $5  million.  Spielberg's 
salary  days  were  essentially  over. 

Spielberg's  next  film 
was  another  box  of- 
fice giant,  Close  En- 
counters of  the  Tljird 
Kind.  Spielberg 
had  been  pitching  the  sto- 
ry, about  the  first  contact  between 
humans  and  aliens,  for  years.  "Co- 
lumbia kept  saying  no  to  Close  En- 
counters" he  recalls.  "The  minute 
Jaws  hit  the  theaters,  they  started  to 
say  yes.  And  that  was  the  first  time  I 
really  sat  back  and  thought,  'Well, 
that's  really  interesting.  Success  be- 
gets opportunity.'  "  So  for  Close  En- 
counters, he  got  17.5%  of  the  profits. 


But  though  the  film  grossed  over 
$300  million  worldwide,  he  ended  up 
with  about  $5  million. 

Spielberg  was  discovering  the  first 
rule  of  Hollywood  accounting:  Even 
the  biggest  hits  show  very  little  "prof- 
it" after  overhead,  interest  and  distri- 
bution fees  are  generously  factored  in. 
A  share  of  profits  is  usually  a  bad 
gamble.  The  sure  bet  is  "gross 
points" — a  cut  of  the  revenues  from 
the  first  dollar.  But  no  director  had 
received  gross  points  in  a  generation, 
perhaps  since  Alfred  Hitchcock. 

Spielberg  was  about  to  change  all 
that.  He  had  begun  planning  with  his 
friend  George  Lucas  to  make  an  ad- 
venture serial  called  Raiders  of  the  Lost 
Ark.  Lucas  was  Hollywood's  other 
boy  wonder,  the  creator  of  the  sci-fi 
smash  Star  Wars,  and  he,  like  Spiel- 
berg, didn't  feel  he  was  getting  a  fair 
share  of  the  wealth  he  was  creating. 
Lucas  wanted  to  produce  Raiders  and 
asked  Spielberg  what  he  wanted  to 
direct  it.  "I  want  gross"  was  the 
answer. 

Here  was  the  deal:  Lucas  would 


Spielberg  will 
make  over  $250 
million  from 
"Jurassic  Park." 
His  take  results 
from  his  shrewd 
deal.  It  starts  with 
the  first  revenue 
dollar,  escalates 
when  the  film 
breaks  even  and 
continues  in 
perpetuity. 


Estimated  total  revenues 


$480  (All  numbers  are  in  millions) 


Estimated  costs 


$75 

23 

$96 

$80 

Production 


Spielberg's 
estimated  take 
$262  million 


Interest 
and 

overhead 


Prints  and 
advertising 


Distribution  fee- 


Participations 
and  residuals 


Profits 


Estimated ! 
break-even  point ; 

$331 : 


Box  office 

'Movie  ticket  sales  exceeded  $900  million  worldwide.  Box  office  rentals— the  studio's  share—  is  generally  half  that  figure.  Jurassic  Park's  blockbuster  performance  translated  intc 
higher-than-average  cut— about  $480  million, 2 Universal  takes  an  estimated  20%  distribution  fee  out  of  the  entire  $1  billion  revenue  stream.  'Spielberg  got  his  "gross  points,"  i 
this  case  a  weighted  average  of  perhaps  20%  of  film  revenues,  until  the  film  broke  even.  "Once  the  film  was  in  the  black,  Spielberg  split  profits  50-50.  licensees  sold  $1  billion 
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Animaniacs  (left) 
A  second 
passion: 
creating 
cartoons. 


own  the  film  and  get  half  the  profits; 
Spielberg  would  get  about  10%  of  the 
revenues.  Michael  Eisner,  then  at  Par- 
amount, bought  a  version  of  that  offer 
even  though  it  limited  Paramount's 
potential  profits.  "All  the  other  stu- 
dios got  very  upset  with  Paramount 
for  making  that  deal,"  says  Lucas.  But 
it  proved  yet  another  box  office  block- 
buster, and  led  to  two  sequels  and 
well  over  $100  million  in  profits  to 
the  studio.  This  time  Spielberg  took 
home  about  $25  million.  That  was 
more  like  it. 

The  next  Spielberg  movie,  E.T., 
The  Extra -Terrestrial,  released  in 
1982,  grossed  over  $700  million 
worldwide.  Here  again  Spielberg  was 
ahead  of  the  curve,  financially  speak- 
ing. He  had  added  a  new  clause  in  his 
contract:  He  would  split  profits  from 
the  videotape,  and  control  its  release. 
"I  saw  that  video  was  going  to  be  a 
very  important  ancillary  market,  and 
in  many  cases  a  primary  market  for 
film,"  he  says.  When  he  finally  re- 
leased the  film  to  video  in  1988, 
Forbes  estimates  video  sales  earned 


"Back  to 
the  Future"  ride 
Not  just  movies, 
but  franchises. 


him  about  $70  million. 

Lucas  had  already  decided  what  he 
wanted:  control.  He  expanded  his 
operations  in  northern  California  and 
began  financing  his  own  movies  and 
developing  his  own  special-effects 
company. 

But  Spielberg  never  forgot  what 
John  Ford  had  said:  Don't  risk  your 
own  capital.  Nor  did  he  want  the 
hassle  of  haggling  over  distribution 
deals.  He  wanted  to  concentrate  on 
making  films.  So  he  went  to  Universal 
and  to  Warner  Bros,  and  negotiated 
the  basic  deal  that  he  still  uses  today:  a 
cut  of  the  revenues  so  that  he  makes 
out  even  if  the  film  doesn't  make 
money  or  if  the  studio  inflates  the 
costs,  some  control  over  the  account- 
ing so  profits  show  up  as  profits,  and 
half  the  earnings.  In  short,  he  left 
others  to  "own"  the  films.  But  he  and 
his  heirs  would  have  a  perpetual  claim 
on  a  bigger  chunk  of  future  dollars 
than  the  "owner"  would.  "He  has 
the  clout  to  make  any  deal  he  wants," 
says  Tom  Pollock,  chairman  of  Uni- 
versaPs  film  operations.  "He  has  cho- 


sen to  do  it  this  way  because  he 
believes,  and  I  believe  he's  right,  that 
he'll  make  more  money." 

Spielberg's  Amblin  production 
company  is  situated  on  the  same  back 
lot  that  Spielberg  snooped  around  as  a 
teen.  Universal  built  the  two-story, 
Santa  Fe-style  compound  for  more 
than  $3  million  and  covers  almost  all 
expenses,  including  60  salaries.  (They 
get  factored  into  the  cost  of  the  mov- 
ies Spielberg  produces.) 

Amblin  produces  up  to  five  movies 
a  year,  two  syndicated  cartoons,  Tiny 
Toons  and  Animaniacs,  and  three 
prime-time  TV  series,  SeaQuest  DSV, 
ER  and  Earth  2.  "Producing  came 
out  of  a  feeling  of  impatience  and 
ambition,"  he  says.  "Wanting  to  have 
more  on  my  plate  than  I  could  possi- 
bly digest." 

By  no  means  is  all  Amblin's  output 
Spielberg- style  smashes.  Along  with 
Amblin-produced  successes  like  Back 
to  the  Future  and  Who  Framed  Roger 
Rabbit  have  come  flops  such  as  Dad 
and  Noises  Off.  His  television  unit,  led 
by  Tony  Thomopoulos,  a  former  top 


Manufacturing  and  Distribution 
advertising  fee 


rchandising 


Domestic  video 


International  video 


TV  rights 

ark  merchandise.  That's  about  $500  million  at  wholesale,  out  of  which  Spielberg  and  Universal  share  an  estimated  10%  cut.  6F0RBES  figures  Universal— which  is  targeting  the  public  rather  than  just  video  rental 
II  sell  17  million  videocassette  units  domestically,  an  additional  10  millior  abroad.  'Worldwide  TV  money,  including  pay-per-view,  cable,  network  and  syndicated  rights,  will  begin  to  flow  in  next  year. 
'orbes,  Paul  Kagan  Associates  (David  Davis) 
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executive  at  ABC,  has  little  Spielberg 
input  and  has  produced  a  succession 
of  bombs.  But  that's  the  beauty  of  his 
deal:  Since  he  loses  nothing  from 
duds,  he  can  take  chances.  A  little  like 
playing  the  horses  on  the  basis  that  if 
you  win  you  win,  but  if  you  lose  you 
don't  have  to  pay. 

Part  of  Spielberg's  moneymaking 
genius  is  his  skill  at  producing  line 
extensions  to  his  films.  These  range 
from  kids'  lunch  boxes  with  Jurassic 
Park  dinosaurs  to  amusement  park 
rides  for  Universale  theme  parks 
based  on  Back  to  the  Future,  E.T.  and 
Jaws.  (Universal  pays  Spielberg  a  fee 
as  a  theme  park  consultant.)  Some  $1 
billion  of  Jurassic  Park  merchandise 
has  been  sold  since  last  year;  the  com- 
pany and  studio  split  the  10%  or  so 
royalty  from  wholesale  revenue. 

Hollywood's  oldest  manifestation 
of  the  line-extension  technique  in- 
volves remakes.  Spielberg  told 
Forbes  he'll  be  making  a  sequel  to 
Jurassic  Park  opening  June  1997. 
Isn't  this  the  man  who  once  sneered  at 
sequels  as  a  "cheap  carny  trick"?  Yes, 
but,  he  says  oi  Jurassic:  "It's  not  so 


precious  to  me  and  I'm  not  so  person- 
al about  Jurassic  Park  that  I  have  any 
reason  not  to  give  the  audience  what 
they  want." 

Has  success  mellowed  Steven  Spiel- 
berg? A  bit.  "I'm  46,"  he  says.  Wear- 
ing two  hats  as  he  does — businessman 
and  creative  person — Spielberg 
doesn't  side  knee-jerk  fashion  against 
the  money  men.  He  becomes  quite 
indignant  when  he  talks  about  what 
he  calls  exorbitant  salary  demands 
from  actors  and  directors. 

Spielberg:  "I  think  it's  as  sure  as 
there's  going  to  be  an  earthquake  in 
L.A.  someday,  there's  going  to  be  an 
earthquake  of  gluttonous  propor- 
tions in  the  film  business  over  the  out- 
of-control  costs  of  movies. 

"I  would  love  to  see  [movie]  people 
taking  more  chances.  Forgoing  all  their 
salaries  and  not  getting  money  up 
front.  Taking  a  piece  of  the  action. 
Everybody  goes  out  and  gambles.  And 
then  it  becomes  kind  of  like  a  corporate 
movie — everyone  is  a  shareholder." 

Although  he  has  the  financial  mus- 
cle to  do  it,  don't  look  for  Spielberg  to 
make  a  run  at  a  TV  network,  as  Bill 


Cosby  did  last  year.  Or  even  expand 
Amblin,  as  Ovitz  suggested  a  few  years 
ago.  "I  don't  want  to  do  the  stuff  Ron 
Perelman  does,"  Spielberg  says.  "I'm 
interested  in  making  my  own  movies. 
Doing  animation.  And  supplying  the 
distributors  who  will  release  the  prod- 
uct. I'm  really  a  happy  supplier."  Says 
Ovitz:  "Deep  down  he's  a  director  and 
I  think  he  always  will  be." 

Since  the  way  he  operates  requires 
little  capital,  he's  looking  for  places  to 
invest  his  swelling  pool  of  liquid  re- 
sources. Ovitz  is  currently  scouting 
high-technology  deals  for  him.  A  vid- 
eogame junkie  who  flies  sorties  by 
modem  with  actor  Robin  Williams, 
Spielberg  has  already  bought  a  minor- 
ity stake  in  educational-software  mak- 
er Knowledge  Adventure,  a  private 
company  based  in  La  Crescenta,  Calif. 

At  46,  a  billionaire — and  the  money 
keeps  rolling  in.  Ten  years  from  now, 
15  maybe,  unless  something  goes  seri- 
ously wrong,  Spielberg  will  be  one  of 
the  richest  men  in  America.  And  he 
will  still  be  happily  pursuing  the  same 
vocation  that  has  gripped  him  since  he 
was  a  teenager:  making  movies.  wm 


Dive-ing 
right  in 

Steven  Spielberg 
doesn't  like  making  movies 
with  his  friend,  departing 
Disney  Studios  Chairman 
Jeffrey  Katzenberg — 
they're  too  competitive  on 
that  subject.  However, 
says  Spielberg:  "We  got 
along  great  when  we 
weren't  talking  about  the 
motion  picture  business." 

Talking  about  food, 
for  example.  Katzenberg 
and  Spielberg  are  part- 
ners in  Dive!,  a  $7.5  million 
restaurant  that  since 
opening  in  May  has  be- 
come among  the  most 
popular  in  Los  ngeles. 
Gourmet  fare  it  is  not. 
Scores  of  tourists  and  lo- 
cals, and  the  occasional 
movie  star,  line  up  to  eat 
sub  sandwiches  and  P< 
scope  Pot  Pie. 

Just  as  with  their  mov 


ies,  Spielberg  and  Katzen- 
berg haven't  forgotten 
about  line-extensions.  Sati- 
ated customers,  as  they 
go  out,  can  pick  up  a  Dive! 
baseball  cap  for  $15  or  a 
$500  leather  jacket 
emblazoned  with  the 
Dive!  logo. 

The  genesis  of  Dive! 
was  an  impromptu  lunch 
between  the  two  in  1992. 
"We're  junk  food  addicts," 
says  Katzenberg,  who 
tells  the  story  of  a  tuxedo- 
clad  visit  with  Spielberg 
to  the  original  Los  Angeles 
Fatburger.  For  the  lunch, 
Spielberg  sent  flunkies 
out  for  different  types  of 
hero  sandwiches.  They 
sampled  them  and  Spiel- 
berg concluded:  "Nobody 
knew  how  to  make 
a  sub." 

So  they  set  out  to  show 
the  world  what  a  submarine 
sandwich  should  be.  The 
duo  brought  in  as  partners 


Hoagie  vendor 
Steven  Spielberg, 
outside  Dive! 
"Nobody  knew 
how  to  make 
a  sub." 


Larry  and  Mark  Levy, 
who  own  15  Chicago  res- 
taurants. They  chose  the 
name  Dive!  for  its  double 
meaning — plebeian  food 
and  what  a  submarine  does: 
Spielberg  helped  with  the 
design,  straight  from 
20,000  Leagues  Under 
the  Sea. 

The  restaurant  is  in  the 
black  and  should  do  more 
than  $10  million  in  reve- 


nues its  first  year.  Ground 
has  already  been  broken 
for  a  second,  $10  million 
Dive!  on  the  Las  Vegas 
Strip.  (Steve  Wynn's  a  mi- 
nority partner. )  A  New 
York  outlet  is  slated  for  the 
fall  of  1995,  with  London 
to  follow.  The  Katzenberg- 
Spielberg  partnership 
hopes  to  have  15  restau- 
rants in  operation  bv  the 
end  of  1997.       -R.L.  Hi 
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Some     of     our  most 


HAVE  NOTHING 

to     do     with     cars.  1 

Investing    in    the    things  we 

For  more  information  about  Toyota  in  America  write  Toyota  Motor  Corpor 


AT  TOYOTA,  improving  the  quality  of  life  is  as 
important  to  us  as  improving  the  quality  of  our 
vehicles.  That's  why,  for  the  last  20  years,  we've 
been  supporting  American  community  projects 
that  are  as  diverse  and  exciting  as  the  people 
who  participate  in  them.  This  year  alone,  we're 
investing  more  than  $12  million  in  organizations 
ranging  from  the  National  Science  Teachers 
Association  to  the  United  Negro  College  Fund 
to  educational  PBS  programming,  such  as 
"Where  in  the  World  Is  Carmen  Sandiego?"  To 
us,  a  successful  business  shouldn't  just  try  to  make 
a  profit,  it  should  try  to  make  a  difference  as  well. 
ALL    CARE    ABOUT.  TOYOTA 

te  Services,  9  West  57th  Street,  Suite  4900-C2,  New  York,  NY  10019. 


Financial  Services 
from  Transamerica 


You  Know  Our 
Building.  Now 
Meet  Our  Family. 

We're  Transamerica,  the  people 
in  the  Pyramid.  We  offer  life 
insurance,  annuities,  retirement 
plans,  mutual  funds  and  other 
products  to  help  people  plan  and 
invest  for  the  future.  We  offer 
consumer  and  commercial  loans 
to  help  families  and  businesses 
grow.  We're  also  one  of  the 
world's  biggest  leasing  compa- 
nies. In  all  of  our  businesses, 
we  believe  in  providing  our 
customers  with  real  solutions 
to  their  financial  needs,  at 
reasonable  prices.  That's  a 
philosophy  you  can  count  on 
when  you  deal  with  any 
Transamerica  company. 
Remember  us  for  the  best  in 
financial  services. 


Transamerica 

Life  Insurance  •  Investments  •  Lending  •  Leasing 


I 
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We've  been  known  to  send  some  people's  garbage 
right  back  to  their  house. 

It  may  come  back  to  light  a  room,  cook  your  food,  or  even  heat  your  home.  Because  all 
that  garbage  you  threw  out  actually  had  a  lot  of  energy  in  it. 

Energy  that,  once  the  garbage  is  in  a  landfill,  is  released  as  methane.  Methane  is  just  like 
natural  gas.  It's  a  clean-burning  fuel.  Good  enough  to  fuel  turbines  that  run  power  generators. 
Like  the  4,000-kilowatt  generators  that  supply  13,000  people  in  Geneva,  Illinois  with  electric- 
ity. All  from  the  local  landfill.  Or  the  generators  at  the  29  other  sites  around  the  country  where 
we  capture  methane  to  generate  power. 

Last  year  alone,  we  produced  enough  energy  from  methane  to  save  1.9  million  barrels  of 
oil.  Not  only  as  electricity,  but  also  as  an  alternative  fuel  to  actually  replace  gas,  oil,  or  coal  for 
industry.  In  1993,  we  sold  it  to  customers  like  a  carmaker  and  a  chemical  company.  All  of 
which  makes  good  use  of  landfill  gas. 

It  comes  from  garbage,  but  it's  nice  to  know  it's  not  going  to  waste. 

What  business  do  we  have  saying  we  help  the  environment?  That  is  our  business. 


Waste  Management 

A  WMX  Technologies  Company 
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Reptiles  made  millions,  so  did  aging  rock  stars. 
Here  are  our  top-earning  entertainers  for  1994. 

The  Top  40 


By  Robert  La  Franco 

In  Hollywood  it's  the  year  of  the 
dinosaur.  Start  with  Steven  Spielberg, 
whose  reptilian  blockbuster,  Jurassic 
Park,  pulled  in  over  $900  million  at 
the  box  office — making  him  the  silver 
screen's  golden  boy  (see  story,  p.  104). 
Counting  his  cut  from  films,  video 
sales  and  merchandising  items,  Spiel- 
berg will  rake  in  at  least  $165  million 
this  year. 

Treading  on  Spielberg's  financial 
heels  is  a  singing  purple  dinosaur  who 
delights  kids  and  annoys  parents.  Bar- 
ney, for  those  of  you  with  no  children 
under  6,  stars  on  public  TV  and  has 
sold  23  million  videocassettes,  2  mil- 
lion records  and  more  than  $500 
million  in  toys  and  apparel. 

Dinosaurs  of  a  different  breed 
chomped  up  fully  one-quarter  of  the 
spots  this  year.  After  27  years  off  the 
road,  Barbra  Streisand  went  back  on 
tour.  Concert  seats  went  for  as  much 
as  $1,000  apiece.  Pink  Floyd's  first 
tour  in  5  years  broke  box  office  rec- 
ords, bringing  in  $103  million  in 
North  American  ticket  sales.  Another 
band  from  the  ancien  regime  of  rock, 
the  Rolling  Stones,  this  year  will  gross 
close  to  $  100  million  promoting  their 
new  album  in  North  America. 

After  an  acrimonious  split  14  years 
ago,  another  relic  from  the  past,  the 
Eagles,  returned  with  an  album  and 
tour  appropriately  named  Hell  Freezes 
Over.  All  told,  the  Seventies  rockers 
should  pull  in  $52  million  this  year. 

Michael  Jackson  has  become  more 
than  an  entertainer;  he  is  a  conglom- 
erate. His  big  money  comes  not  from 
performing  but  from  the  near-$15- 
million-a-year  deal  he  made  last  year 
with  EMI  Music  Publishing  to  handle 
the  song  catalog  he  owns,  which  in- 
cludes most  of  the  old  Beatles  hits. 

On  the  tube  Oprah  Winfrey 
dropped  one  notch  from  last  year's 


top  spot,  but  she's  not  hurting.  She 
signed  a  new  deal  with  King  World, 
which  distributes  her  show,  giving  her 
potential  equity  rivaling  that  of  the 
King  family  itself.  Together  with 
ownership  of  her  show,  production 
company  and  studio,  Oprah  should 
snag  a  top  berth  for  the  next  five  years. 


Steven  Spielberg 
director,  producer 

1993  $170,000,000* 

1994  $165,000,000 
Total  $335,000,000 

'Numbers  adjusted  from  last  year  based  en  updated  information. 

Bill  Cosby,  another  Top  40  stalwart, 
is  still  collecting  from  the  syndication 
of  The  Cosby  Show  while  his  newest 
venture,  Tlje  Cosby  Mysteries,  helps 
him  lock  in  the  number  five  spot,  with 
a  two-year  take  of  $60  million. 

On  the  small  screen  there's  increas- 
ingly more  money  in  syndication — 
the  reshowing  of  old  network  stuff, 
with  the  stars  sharing  in  the  profits. 
Old  episodes  of  Roseanne  were  sold 
for  $1 .6  million  apiece.  Stay  tuned  for 
Jerry  Seinfeld  and  Tim  Allen,  whose 
hit  shows  are  selling  for  about  $2.5 
million  an  episode. 


Harrison  Ford  was  the  biggest 
moneymaker  in  front  of  the  movie 
camera.  He  pulled  in  a  two-year  total 
of  $44  million,  thanks  to  his  turn  as  a 
hapless  physician  in  The  Fugitive  and  a 
reluctant  CIA  deputy  director  in  Clear 
and  Present  Danger. 

Sylvester  Stallone  muscled  onto  the 
list  for  his  eighth  appearance,  thanks 
mostly  to  the  upfront  $24  million  he 
made  on  two  films  that  have  yet  to 
appear — The  Specialist  and  Judge 
Dredd.  Tom  Hanks  made  the  list  for 
the  first  time,  thanks  to  a  risky  move 
he  took  for  his  star  turn  in  the  AIDS 
movie  Philadelphia.  He  took  little 
money  up  front,  won  an  Oscar — and 
over  $7  million  of  the  film's  proceeds. 

Entertainment's  fickle  game  pro- 
duced its  losers,  too,  this  year.  Warner 
Music's  former  juggernauts  Prince 
and  Madonna  slipped  badly.  Prince 
changed  his  name  to  an  unpro- 
nounceable glyph,  declared  his  for- 
mer self  dead  and  put  out  a  single  on 
an  independent  label  to  prove  he 
could  do  it.  The  single  sold  big,  but 
his  last  album  didn't.  Warner  dropped 
the  record  label  it  had  funded  for  him, 
and  now  die  artist  formerly  known  as 
Prince  is  hoping  his  latest  effort, 
Come,  will  provide  a  comeback. 

Madonna  is  no  better  off,  strug- 
gling to  reclaim  her  overexposed  glo- 
ry with  an  album  expected  this  year. 

Also  gone  from  the  Top  40:  Dustin 
Hoffman,  Robin  Williams,  Michael 
Douglas  and  Macaulay  Culkin. 

Arnold  Schwarzenegger  took  a 
bruising  on  Last  Action  Hero,  but  his 
newest,  True  Lies,  has  proved  to  be 
one  of  this  summer's  biggest  hits. 
He'll  be  back. 

Author  John  Grisham  sold  the 
movie  rights  to  his  A  Time  to  Kill  for 
$6  million.  Tom  Clancy's  Debt  of 
Honor  may  sell  for  close  to  that 
amount  later  this  year.  Which  proves 
that  formula  stories  (underdog  pro- 
tagonist, institutional  antagonist,  big 
chase  scene)  sell  at  the  box  office  as 
well  as  on  the  book  racks.  "Fans  are 
pretty  loyal  if  you  satisfy  their  needs," 
said  Grisham's  agent,  Jay  Garon. 
"Just  be  careful  not  to  deviate  from 
the  kind  of  stories  they  want." 

The  trick,  of  course,  is  figuring  out 
just  what  it  is  "they"  want.  Judging 
from  the  number  of  would-be  enter- 
tainers working  as  waiters  these  days, 
that's  easier  said  than  done.  BM 
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Oprah  Winfrey 

Barney  (Richard  Leach,  publisher;  Sheryl  Leach,  creator) 

Pink  Floyd 

TV  host,  film  producer 

singer,  dancer,  educator 

rock  group 

1993  $52,000,000 

1993  $59,000,000 

1993  $6,000,000 

1994  $53,000,000 

1994  $25,000,000 

1994  $56,000,000 

Total  $105,000,000 

Total  $62,000,000 

\  r 

V  - 

4V  mswpammm^m 

David  Copperfield 

Rolling  Stones 

Harrison  Ford 

illusionist 

rock  group 

actor 

1993  $26,000,000 

1993  $3,000,000 

1993  $17,000,000 

1994  $29,000,000 

1994  $50,000,000 

1994  $27,000,000 

Total  $55,000,000 

Total    $53  ,000,000 

Total  $44,000,000 

&      V  . 

\  r 

Sylvester  Stallone 

Kevin  Costner 

Aerosmith 

actor 

actor,  director,  producer 

rock  group 

1993  $13,000,000 

1993  $22,000,000* 

1993  $20,000,000 

1994  $24,000,000 

1994  $15,000,000 

1994  $16,000,000 

Total  $37,000,000 

Total    $37  ,000,000 

Total  $36,000,000 

*Numbers  adjusted  from  last  year  based  on 

updated  information. 
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Barbra  Streisand 

Eagles 

r,  comedian,  author 

singer,  actress,  director 

rock  group 

}  $26,000,000 

1993  $5,000,000 

1993  $4,000,000 

\  $34,000,000 

1994  $52,000,000 

1994  $52,000,000 

$60,000,000 

Total  $57,000,000 

Total  $56,000,000 

larth  Brooks 

Billy  Joel 

Michael  Jackson 

Charles  Schulz 

ountry  music  singer 

singer,  songwriter 

pop  singer 

cartoonist 

993  $23,000,000 

1993  $19,000,000 

1993  $16,000,000 

1993  $19,000,000* 

994  $18,000,000 

1994  $21,000,000 

1994  $22,000,000 

1994  $18,000,000 

rial  $41,000,000 

Total  $40,000,000 

Total  $38,000,000 

Total  $37,000,000 

*  * 

4 


Michael  Crichton 

Grateful  Dead 

Siegfried  &  Roy 

author 

rock  group 

illusionists 

1993  $18,000,000 

1993  $21,000,000* 

1993  $17,000,000 

1994  $17,000,000 

1994  $14,000,000 

1994  $17,000,000 

Total  $35,000,000 

Total  $35,000,000 

Total  $34,000,000 

Forbes  a  September  26,  1994 
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Elton  John 

singer,  songwriter 

1993  $13,000,000 

1994  $20,000,000 
Total  $33,000,000 


Tom  Cruise 
actor 

1993  $19,000,000 

1994  $14,000,000 
Total  $33,000,000 


Whitney  Houston 
singer,  actress 

1993  $18,000,000 

1994  $15,000,000 
Total  $33,000,000 


Stephen  King 
author 

1993  $13,000,000 

1994  $20,000,000 
Total  $33,000,000 

\ 


Eddie  Murphy 

Eric  Clapton 

Paul  McCartney 

actor,  comedian 

rock  musician 

pop  singer 

1993  $17,000,000 

1993  $19,000,000 

1993  $15,000,000* 

1994  $13,000,000 

1994  $10,000,000 

1994  $14,000,000 

Total  $30,000,000 

Total  $29,000,000 

Total  $29,000,000 

^  - 

\  r 

Jimmy  Buffett 

Rush  Limbaugh 

Billy  Ray  Cyrus 

pop  singer 

radio/TV  host,  author 

country  music  singer 

1993  $12,000,000* 

1993  $15,000,000 

1993  $20,000,000 

1994  $14,000,000 

1994  $10,000,000 

Total  $26,000,000 

Total  $25,000,000 

Total  $25,000,000 

•Numbers  adjusted  from  last  year  based  on  updated  information 
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Grisham 

Guns  N'  Roses 

Tom  Clancy 

or 

rock  group 

author 

I  $17,000,000 

1993  $27,000,000 

1993  $17,000,000 

•  $16,000,000 

1994  $5,000,000 

1994  $13,000,000 

$33,000,000 

Total  $32,000,000 

Total  $30,000,000 

Clint  Eastwood 

Julio  Iglesias 

Rod  Stewart 

Bruce  Willis 

actor,  director,  producer 

pop  singer 

pop  singer 

actor 

1993  $14,000,000 

1993  $15,000,000 

1993  $23,000,000 

1993  $7,000,000 

1994  $14,000,000 

1994  $13,000,000 

1994  $4,000,000 

1994  $19,000,000 

Total  $28,000,000 

Total  $28,000,000 

Total  $27,000,000 

Total  $26,000,000 

\  f 

\ 

Tom  Hanks 

Roseanne 

k  group 

actor 

TV  actress,  producer,  comedian 

}3  $20,000,000 

1993  $8,000,000 

1993  $10,000,000 

U  $4,000,000 

1994  $16,000,000 

1994  $13,000,000 

al  $24,000,000 

Total  $24,000,000 

Total  $23,000,000 
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The  philosopher  Maimonides  ranked  charitable  acts 

according  to  the  motives  of  the  giver.  Much  show-business  charity 

would  fall  right  off  the  bottom  of  Maimonides'  scale. 

Charity  as  a 


commodity 


By  Lisa  Gubernick 
and  Robert  La  Franco 


\ 


l  l,s 


Halftime  at  Super  Bowl  XXVII:  an 
explosion  of  lights  midfield  and  Mi- 
chael Jackson  emerges  from  the  glow. 
"No  one  should  have  to  suffer,  espe- 
cially our  children,"  he  intoned. 
"This  is  for  the  children  of  the 
world."  As  he  burst  into  song,  thou- 
sands of  schoolchildren  marched  out 
behind  him. 

This  maudlin  appeal  in  1993  kicked 
off  Heal  L.A.,  Jackson's  program  that 
was  supposed  to  raise  funds  for  drug 
education,  immunization  and  men- 
toring for  inner-city  children.  At  half- 
time's  end,  Jackson  made  a  30-second 
encore  appearance.  The  commercial 
had  an  800-number  viewers  could  call 
to  support  the  singer's  cause. 

Some  did  call,  but  the  response 
wasn't  overwhelming.  The  phone 
lines  brought  in  about  $200,000, 
which  was  $130,000  less  than  the 
spectacle  cost  to  produce.  "If  they 
had  sold  the  time  to  an  advertiser,  we 
would  have  made  $850,000,"  gripes 
Jack  Shakely,  president  of  the  Califor- 
nia Community  Foundation  and  a 
member  of  Heal  L.A.'s  board. 

But  the  real  winner  was  the  mega- 
rich  Jackson.  He  garnered  goodwill 
and  publicity  from  his  appearance  that 
he  couldn't  have  bought  for  millions 
of  dollars.  Jackson  made  headlines 
coast-to-coast — not  to  mention 
reaching  the  90  million  viewers  tun- 
ing in  to  the  halftime  spectacle. 

More  recently,  Jackson  founda- 
tions have,  with  appropriate  fanfare 
and  photo  ops,  handed  out  around  $2 
million  to  fund  everything  from  a 
playground  in  Bucharest  to  drug  pre- 
vention programs  in  Los  Angeles.  But 
they  have  spent  just  as  much  on  start- 
up legal  costs,  overhead  and  other 
administrative  expenses.  That's  $2 
million  that  won't  heal  the  children. 
But  again,  Jackson  garnered  tremen- 
dous publicity,  which  to  a  performer 
is  money  in  the  bank. 

For  Jackson,  who  has  been  accused 
of  child  molesting,  the  favorable  no- 
tices from  these  endeavors  portrayed 
him  as  caring  and  concerned.  Susan 
Blond,  a  press  agent  who  represents, 
among  others,  Janet  Jackson  and 
Meat  Loaf,  is  frank  about  it.  "The  fact 
is,  [celebrities]  become  much  more 
attractive  if  they  are  passionate  about 
a  cause,"  she  says. 

Paul  Newman  inadvertently 
showed  the  way  in  1982.  As  a  lark,  he 


set  up  a  company  to  make  and  market 
his  own  salad  dressing.  The  profits 
went  to  various  charities.  Twelve 
years  later  Newman's  Own  has  gener- 
ated some  $56  million  for  such  New- 
man causes  as  the  Hole  in  the  Wall 
Gang,  a  camp  for  sick  kids.  It  has  also 
generated  millions  in  free  advertising 
and  goodwill  for  the  actor,  whose 
baby  blues  now  grace  labels  in  thou- 
sands of  stores  and  supermarkets 
across  the  country  on  everything  from 
spaghetti  sauce  to  salsa. 

But  while  Newman  did  give  sub- 
stantial funds  to  the  causes  he  sup- 
ported, some  of  the  celebrities  that 
came  after  weren't  as  assiduous.  "Ev- 
ery P.R.  agent  saw  the  accolades  Paul 
Newman  was  getting  and  jumped  on 
the  bandwagon,"  says  the  California 
Community  Foundation's  Shakely. 
James  Bausch,  head  of  the  National 
Charities  Information  Bureau,  con- 
curs. "In  some  cases  these  causes  are 
just  another  vehicle  for  public  adula- 
tion rather  than  charity." 

Unlike  people  who  quietly  give 
their  money  to  an  organization  they 
respect,  too  many  celebrities  tend  to 
make  sure  that  no  good  deed  goes 
unpublicized.  Roseanne  isn't  just  a 
television  show,  she's  also  a  founda- 
tion to  prevent  child  abuse.  Elton 
John  has  his  own  AIDS  foundation; 
Michael  Bolton  hosted  a  tennis  tour- 
nament to  fund  his  eponymous  pro- 
gram; the  Whitney  Houston  Founda- 
tion was  set  up  to  help  needy  kids. 

Barbra  Streisand  got  a  lot  of  press 
earlier  this  year  by  indicating  her  con- 
cert tour  would  help  support  various 
charities  in  the  cities  where  she  was 
appearing.  But  the  gesture  didn't  cost 
the  singer  a  dime,  not  even  in  forgone 
revenue.  She  sold  blocks  of  tickets  to 
the  charities  at  their  $350  face  value. 
What  was  in  it  for  the  charities?  The 
difference  between  cost  and  the 
$1,000  they  agreed  to  sell  the  tickets 
for.  Streisand's  one  concession:  She 
agreed  to  buy  the  tickets  back  for 
$350  if  they  didn't  sell. 

Phil  Collins  announced  that  his 
1994  tour  would  help  raise  a  million 
dollars  for  charities  for  the  homeless. 
The  image  Collins'  handlers  no  doubt 
wanted  to  convey  was  that  the  singer 
would  be  sitting  down  after  the  tour  to 
write  out  a  seven-figure  check.  What's 
actually  happening  is  that  much  of  the 
money  being  raised  comes  from  volun- 


Michael  Jackson 

As  much  good  P.R.  as  good  works. 


Barbra  Streisand 

Did  her  concerts  donate  a  dime? 
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teers  collecting  donations  at  the  con- 
certs and  by  Sears,  Roebuck  &  Co.,  the 
tour's  sponsor,  which  is  donating  a 
percentage  of  its  credit  card  sales  to  the 
cause.  Collins  himself  apparently  has 
made  just  one  upfront  contribution: 
designing  T  shirts  whose  profits  would 
go  to  the  cause. 

Garth  Brooks  has  sung  the  praises 
of  Feed  the  Children,  an  Oklahoma- 
based  international  relief  and  devel- 
opment organization.  The  singer 
pledged  a  dollar  from  every  sale  of  his 
last  Christmas  album,  Beyond  the  Sea- 
son. But  less  than  50  cents  of  each  of 
those  dollars  contributed  will  end  up 
providing  sustenance  for  those  in 
need  (see  box,  p.  124). 

Magazine  profiles  laud  Kirstie  Alley 
as  not  just  a  terrific  actress  but  a 
committed  environmentalist  as  well. 
Committed?  Her  Alley  Foundation 
has  funded  a  children's  book  that  tells 
kids  to  remember  to  keep  the  family 
car  tuned  up  so  it  runs  more  efficiently 
and  saves  gasoline.  As  a  not  very 
subtle  plug  for  another  of  Alley's 
causes,  the  kids'  book  closes  with 
lyrics  to  a  song  by  L.  Ron  Hubbard, 
founder  of  the  Scientology  cult:  "To 
hell  with  force  politics,"  reads  one 
verse.  "•Where  victor)'  is  only  death. 
We've  got  to  Cry  Out,  Protest ...  To 
build  a  better  world." 

A  better  world.  Now  that's  a  cause 
no  one  can  object  to.  Singer  John 
Denver's  Windstar  was  founded  in 
1976  on  the  fatuous  premise  that  "it 
is  possible  to  create  a  conscious,  sus- 
tainable future."  Its  annual  event:  an 
Aspen  symposium  to  discuss  big 
ideas.  Get  it:  The  guy's  an  intellectual. 

Denver  got  his  ink,  but  someone 
else  had  to  pick  up  the  tab.  In  1990 
the  National  Wildlife  Federation  took 
over  the  symposium,  injecting  over 
$600,000  to  cover  bad  debts,  and 
taking  half-interest  in  the  founda- 
tion's 1 ,000  acres  in  Snowmass,  Colo. 
Since  then  the  wildlife  group  has  put 
in  $300,000  to  fund  operations. 

No  summer  season  is  complete 
without  a  gaggle  of  "benefit"  shows. 
In  many  cases  the  most  tangible  bene- 
fit goes  to  the  celebrity  involved.  "By 
the  time  you  finish  paving  expenses, 
there's  not  likely  to  be  a  lot  left  over," 
says  the  ncib's  James  Bausch. 

Just  ask  the  folks  at  the  Isis  Fund,  the 
project  of  the  Eagles'  Don  Henley, 
which  is  raising  money  to  keep  Walden 


Woods  from  being  developed.  Two 
years  ago  Isis  threw  two  concerts  at  the 
Universal  Amphitheatre  in  Los  Ange- 
les. The  bashes  brought  in  $481,000; 
they  cost  $14,000  more  than  that  to 
produce.  Although  one  concert  made 
money,  the  other  "was  a  total  flop," 
says  Leonore  Crystal,  who  handles  Isis' 
accounting.  "It  drained  the  profits 
from  the  first  one." 

This  February  the  Jackson  Family — 
which  could  use  a  little  good  publici- 
ty— threw  a  benefit  concert  called  the 
Jackson  Family  Honors  in  Las  Vegas. 
"We  were  led  to  expect  we  would  be 
getting  over  $100,000,"  says  Terry 
Tannehill,  executive  vice  president  of 
Friends  of  Conservation.  The  group 
ended  up  with  $5,000 — less  than  a 
third  of  what  the  organization  spent 
on  postage  and  printing  to  market  the 
tickets. 

According  to  a  lawsuit  filed  by  the 
show's  producer,  most  of  the  pro- 
ceeds went  to  the  Jacksons:  $70,000 
for  hotel  suites,  room  service  and 
wardrobe,  $50,000  for  tickets, 
$100,000  for  security  guards,  among 
other  things. 

There  are  even  outfits  that  procure 
stars  for  hire.  The  agencies  command 
as  much  as  $50,000  to  make  their 
celebrities  turn  out  for  a  charity's  golf 
tournament  or  ski  race.  De  rigueur: 
first-class  airfares,  expensive  hotels 
and  limousines,  plus  other  goodies 
such  as  free  clothes  and  running 
shoes.  One  soap  star  "invited"  to  a 
celebrity  marathon  last  year  in  Los 
Angeles  complained  bitterly  about 
the  size  of  her  free  Nike  warm-up  suit. 
"We  really  only  do  this  stuff  for  the 
shoes,"  she  told  the  sponsor. 

A  giveaway  on  the  motives  is  the  type 
of  cause  that  so  many  celebrities  em- 
brace. They  tend  to  involve  children  or 
the  environment.  "Those  are  the  ones 
in  the  public  eye,  and  that's  where 
celebrities  want  to  be,"  says  the  ncib's 
Bausch.  Children,  of  course,  are  always 
in  fashion.  So  is  saving  the  earth.  How- 
does  it  photograph?  That's  important, 
too.  A  star  surrounded  by  a  passel  of 
grateful  kids  is  more  likely  to  get  ink 
and  tube  time  than  is  a  septuagenarian 
arthritis  victim. 

But  to  some  publicity-hungry  ce- 
lebrities the  cause  scarcely  matters  so 
long  as  it  doesn't  involve  them  in 
unpleasant  controversy  and  doesn't 
tarnish  their  image.  Several  years  ago 
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Optimize  copying  productivity  with\i 
systematic  approach. 

Have  high-volume  document  proces 
with  unprecedented  reliability. 

Be  a  part  of  The  Corporate  Line. 


1 1994  Canon  U.S.A.,  toc. 


W»  he  Corporate  Line  of 
m    highly  productive  high 
volume  copying  systems  is/ 
one  magnificent  expression  of 
Canon's  visionary  thinking. 

For  instance,  the  Canon 
NP  9850  Copier-Duplicator  is 
a  powerful  high-volume,  high- 
speed machine.  It's  the  latest 
addition  to  The  Corporate  Line 
to  feature  sophisticated  docu- 
ent  handling  ajid  finishing  capa- 
ilities.  Furthermore,  every 
achine  in  The  Corporate  Line, 
including  the  NP  9800,  NP  8530, 
and  NP  6060,  is  a  monument  to 


reliability  and  durability.  In  other 
words,  they're  built  to  maximize 
productivity,  uptime,  and  output 
to  meet  the  needs  of  your  busi- 
ness— day  in  and  day  out 

Now,  as  never  before,  you 
can  equip  your  entire  office,  from 
central  repro  departments  to  just 
across  the  hall,  with  Canon's  sys- 
tem solutions  and  make  today's 
most  advanced  office  technology 
work  for  you. 

When  the  rest  say  you 
can't,  Canon  says  you  can. 

For  more  information,  call 
l-800-OK-CANON. 


Canon 


OUR  FINANCIAL  SKILLS  HELPED  ONE  GOLD  MINING  COMPANY 
FIND  THE  LIGHT  AT  THE  END  OF  THE  TUNNEL.  The  AIG  Companies  serve  one  of 
the  world 's  most  successful  gold  mining  companies  with  excess  casualty  and  directors  and  officers  insurance.  But  when  management  saw 
they  needed  protection  against  falling  gold  prices  and  rising  diesel  fuel  costs,  we  had  a  chance  to  show  a  different  mettle.  With  a  one- 


million-ounce  gold  hedging  facility.  And  a  series  of  fixedfor-floating-rate  fuel  transactions  known  as  financially  settled  swaps. 
Both  arranged  by  our  AIG  Trading  Group  Inc.  So  the  company  was  able  to  lock  in  reasonable  costs  and  healthy  profits  for  a  good  long 
time.  By  consistently  providing  the  definitive  response  to  risks  like  these,  we  light  the  way  for  one  customer  after  another. 


AIG 


WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES. 

American  International  Group,  Inc..  Dept.  A,  70  Pine  Street,  New  York.  NY  10270. 
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75th  Annivg0hi  f 


Richard  Walden,  president  of  Opera- 
don  USA,  a  California- based  relief  or- 
ganization, received  a  phone  call  from 
the  publicist  for  a  rising  young  actor. 
"My  guy's  going  on  the  Tonight 
Show"  said  the  flack.  "Can  he  say 
something  about  you?  We'll  owe  you 
an  appearance  or  something."  Wal- 
den turned  him  down  flat.  "I  don't 
want  to  deal  with  some  P.R.  agent 


looking  for  a  cause,"  he  says.  "We 
aren't  some  sort  of  commodity." 

None  of  this  is  to  say  that  there  are 
not  many  celebrities  who  feel  strongly 
about  and  contribute  time  and  money 
to  various  causes.  But  in  far  too  many 
cases  the  celebrities  are  exploiting  the 
causes  rather  than  the  other  way 
around.  This  cheapens  the  cause  and 
contributes  even  more  to  the  cynicism 


that  grips  the  nation  today. 

It  wasn't  always  thus.  In  the  1930s 
humorist  Will  Rogers  would  host  a 
Sunday  radio  show  and  quietly  do- 
nate his  salary  to  the  Red  Cross  and 
the  Salvation  Army.  "There  wasn't  a 
great  deal  of  fanfare.  He  just  did  it," 
says  Gregory  Malak,  curator  of  the 
Will  Rogers  Memorial  and  Birthplace 
in  Oklahoma.  Mi 


4<I  can't  be 
everywhere" 

Last  year  Money  maga- 
zine ranked  Larry  Jones  In- 
ternational Ministries/ 
Feed  the  Children  fifth  in 
economic  efficiency  of 
the  relief  organizations. 
Country  singer  Garth 
Brooks  has  named  it  his  fa- 
vorite charity.  Look 
again,  folks.  The  $94  mil- 
lion (1993  support  and 
revenue)  Feed  the  Children 
is  less  a  model  of  efficien- 
cy than  it  claims  to  be. 

The  charity,  run  by  the 
Reverend  Larry  Jones  out 
of  Oklahoma  City,  pro- 
duces weekly  half-hour 
shows  and  pays  to  air 
them  on  up  to  1 35  TV  sta- 
tions. In  1979,  he  began 
using  the  show  to  appeal  for 
food  donations. 

One  day  Jones  got  a 
call  from  the  manager  of 
the  Oak  Ridge  Boys,  a 
popular  country  music 
group,  offering  to  do  a 
benefit  concert.  Press 
agents  everywhere 
snapped  to  attention.  Nice 
way  to  garner  favorable 
publicity.  Other  country 
stars  like  Randy  Travis 
and  Garth  Brooks  invited 
Jones  to  come  to  their 
concerts  and  collect  food. 

Like  most  tc  [evange- 
lists, Jones  was  hit  hard  by 
Jim  and  Tammy  Faye 
Bakker's  PTL  scandals  in 
1987,  losing  25%  of  his 
public  support.  Getting  the 
country  singers  on  his 


side  might  bolster  the  cred- 
ibility of  his  organization. 

A  good  deal  all  around, 
but  how  about  those  claims 
that  Jones'  food  distribu- 
tion is  an  efficient  way  of 
giving  to  the  needy?  They 
don't  stand  up  under  ex- 
amination. Money  was  ap- 
parently suckered  into  rat- 
ing Feed  the  Children  as 
an  efficient  charity  by  ac- 


of  the  goods  he  delivered  to 
the  poor  is  in  books. 
Most  are  donated  by  pub- 
lishers and  have  been  lan- 
guishing in  publishers' 
warehouses.  Jones  then 
gives  the  books  to  schools 
and  educational  projects 
and  values  them  at  their 
wholesale  prices.  "If  you 
want  to  criticize  me  for  giv- 
ing away  truckloads  of 


Garth  Brooks  (left)  and  Feed  the  Children's  Larry  Jones 
Is  this  operation  an  efficient  way  to  give? 


counting  gimmicks 
(Forbes,  Oct.  26,  1992). 
Jones  spent  $9  million  on 
producing  and  placing  his 
TV  programs  but  counted 
only  $2.5  million  of  that  as 
fundraising  costs;  the  bal- 
ance he  claimed  was  educa- 
tional program  expenses. 

Then  there's  the  way 
he  valued  his  contributions. 
Over  a  third  of  the  value 


books,  that's  your  privi- 
lege," he  says.  "But  if  I 
think  that  will  help  a  child,  I 
will  do  it." 

InterAction,  a  coali- 
tion of  relief  and  develop- 
ment groups  with  strict 
ethical  and  financial  stan- 
dards, has  turned  down 
Jones'  bid  for  membership. 
According  to  an  internal 
memorandum,  the  group 


found  Jones'  accounting 
practices  "questionable." 

InterAction  was  also 
concerned  that  two  salaried 
employees — Jones  and 
his  wife,  Frances — were  on 
the  group's  board.  Last 
year  he  received  $107,000 
in  compensation,  and  she 
received  $79,000.  "I'm 
sorry,"  he  says.  "I  am  not 
going  to  this  woman  who 
has  laid  her  life  on  the  line 
and  say,  'Darling,  I'm  tak- 
ing you  off  the  board.'  " 

Both  his  children  are 
also  on  the  charity's  payroll. 
His  daughter,  a  recent 
law  school  graduate,  makes 
just  under  $40,000  a  year 
as  a  lawyer.  His  son  makes 
over  $35,000  as  a  mar- 
keting official.  "I'm  not 
going  to  try  to  justify  it," 
he  says.  "I  have  good, 
bright  kids.  My  critics 
don't  know  what  my  family 
has  gone  through  for  this 
organization." 

By  the  way,  if  you  view 
his  shows  you  may  see 
Jones  in  Harlem  or  Appa- 
lachia  appealing  for  aid.  "I 
can't  be  everywhere  at  the 
same  time,"  he  says.  So  his 
TV  studios  include  sets 
depicting  the  battered  fa- 
cade of  a  New  York  tene- 
ment and  a  faux  Appala- 
chian shack. 

Third  World  jungles? 
He  might  be  there.  Then 
again,  he  might  not.  "We 
have  umpteen  forests 
around  Oklahoma  City, 
so  I  can  do  jungle  there.  It's 
not  misleading." 
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In  an  accident, 
even  the  side 
that  isn't  hit  helps 
protect  you. 


The  new  Mazda  Millenia  comes  with  dual  air  bags,  crumple 
zones  and  door  beams  all  designed  to  absorb  the  energy  of  an  impact. 

However,  it's  also  designed  to  disperse  that  energy.  There's  a 
difference.  You  see,  in  a  side  collision,  special  cross  members  in  the 
frame  transfer  energy  from  the  side  that's  hit  to  the  one  that  isn't. 

Meanwhile,  a  unique  steel  spine  reinforces  the  cabin  front  and 
rear.  With  anti-lock  brakes  and  front-wheel  drive,  the  Millenia  is 
extremely  surefooted.  It  already  meets  all  1997  safety  standards.  And 
it  comes  with  a  36-month/50,000-mile  warranty  and  24-hour 
Emergency  Roadside  Assistance*  for  extra  peace  of  mind. 

Starting  at  $26,000,**  you  can  see  why  we  say  money  will  buy 
more  in  the  new  Millenia.  For  a 
free  brochure,  call  1-800-639-1000. 
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*  See  dealer  lor  details  on  limited  warranty  and  Roadside  Assistance  programs  *  *  $25,995  M  S  R  P  for  Millenia  with  cloth  trim  Taxes,  license,  freight,  options,  dealer  charges  extra  Actual  prices  set  by  dealer 


1994  Mazda  Motor  of  America,  Inc 
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A  penny  spent  is  a  penny  lost,  figures  Regal  Cinemas' 
Mike  Campbell,  which  probably  explains  why  his  is 
the  most  profitable  movie  house  chain  in  the  U.S. 

Easy  on 
the  popcorn! 


By  Matt  Walsh 


Regal  Cinemas  Chief  Executive  Michael  Campbell 

He  learned  his  penny-pinching  ways  as  a  small-town  grocer. 


Giving  nkw  meaning  to  the  concept 
of  cost  control,  Regal  Cinemas  Inc. 
Chairman  Michael  Campbell  won't 
reimburse  traveling  employees  of  the 
Knoxville,  Term,  based  theater  chain 
more  than  $40  a  night  for  a  hotel 
room  or  more  than  $1S  a  day  for 
meals.  Corporate  headquarters  are  in 
a  suburban  warehoiiM  thai  Campbell 
used  to  rent  for  $3  a  square  foot  until 
he  bought  it  this  year  lor  $800,000. 


This  kind  of  stuff  pays  off  for  the 
664-screen  chain.  Regal  generates  net 
profit  margins  of  8%,  almost  double 
the  margin  of  the  larger  publicly  held 
exhibitors  such  as  amc  Entertain- 
ment, Cincplcx  Odeon  and  Carmike 
Cinemas. 

The  growth  figures  are  even  more 
impressive.  Since  1990  Regal's  reve- 
nues have  jumped  from  $2  million  to 
an  estimated  $135  million  in  1994. 


This  year  the  Nasdaq-traded  compa- 
ny's earnings  may  double  again,  to 
$10.8  million. 

Campbell  learned  his  penny-pinch- 
ing ways  running  a  grocery  store  in 
New  Tazewell,  Term.,  30  miles  up  the 
road  from  Knoxville.  In  1981  the  old 
Star  Theatre  in  New  Taz.ewell  closed 
down,  leaving  little  in  the  way  of 
entertainment  for  the  locals.  That  got 
grocer  Campbell  thinking:  Could  the 
old  theater  be  reopened? 

Along  with  Neal  Melton,  a  friend 
and  fellow  grocery  manager,  Camp- 
bell paid  a  visit  to  Cincinnati  movie 
broker  Philip  Borack.  Here  we  go 
again,  Borack  figured.  At  least  once  a 
month  some  dreamer  asks  him  how  to 
book  Hollywood  films  with  the 
thought  of  reopening  some  dusty  old 
movie  palace.  "I  tell  them,  'Don't 
bother.  There's  a  reason  it's  closed,'  " 
Borack  says. 

With  Campbell,  though,  Borack 
sensed  more  than  a  sentimentalist. 
"He  sat  there  for  hours  and  absorbed 
everything  like  a  sponge."  Borack 
agreed  to  be  Campbell  and  Melton's 
booking  and  buying  agent. 

Putting  up  $5,000  of  their  own 
money,  the  young  partners  leased  and 
refurbished  the  Star,  reopening  in 
August  1982  with  Steven  Spielberg's 
E.T.,  The  Extra -Terrestrial.  "We  had 
people  lined  up  around  the  corner," 
Campbell  recalls. 

But  the  best  part  was  when  they 
balanced  the  books  at  the  end  of  the 
month.  The  theater  produced  gross 
margins  of  60%.  "Compared  to  the 
grocery  business,  where  gross  mar- 
gins are  18%  to  20%,  that  looked 
great,"  Campbell  says. 

Next,  Campbell  and  Melton  bor- 
rowed $400,000  from  a  bank  in  New 
Tazewell  and  built  a  three-screen  the- 
ater in  a  regional  mall  in  Middlesboro, 
Ky.  By  1989  they  were  running  a  26- 
theater  chain  with  revenues  of  $15 
million. 

That  year  Cinemark,  the  acquisitive 
Dallas-based  chain  (Forbes,  Oct.  12, 
1992),  bought  the  company  for  $21 
million.  "I  considered  staying  on 
| with  Cinemark],"  Campbell  says, 
"but  it  wasn't  w  hat  I  wanted.  It  felt 
awkward  not  being  your  own  boss 
and  controlling  your  own  destiny." 

Only  one  month  later  Campbell 
and  Melton  started  a  second  theater 
venture.  They  bought  a  two-screen 
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Hyatt  BusinessPlan 

No  Phone  Access  Charges  •  In-Room  Fax  •  Printers  and  Copiers  •  Express  Breakfast 

At  Hyatt,  overnight  success  stories  are  business  as  usual— thanks  to  Hyatt  Business  Plan. 
You  can  take  advantage  of  a  personal  work  space  and  desk  phone  with  no  phone  access  charges,*  in-room  fax," 
and  24-hour  access  to  photocopiers  and  printers  on  your  floor.  As  well  as  express  breakfast  and  a  morning  newspaper. 
A  terrific  value  considering  Business  Plan  is  just  $15  over  the  regular  room  rate.  After  all,  nothing  makes  you 
feel  better  in  the  morning  than  a  good  night's  work.  Call  your  travel  planner  or  Hyatt  at  1-800-233-1234. 


HYATT 


HOTELS  &  RES 


We've  Thought  Of  Everything* 


Hyatt  Hotels  and  Resorts  are  managed  by  two  separate  groups  of  companies  -  companies  associated  with  Hyatt  Hotels  Corp.  and  companies 
associated  with  Hyatt  International  Corp.  ©  1994  Hyatt  Corp  '  No  phone  access  charges  for  800 #'s,  local  calls,  and  credit  card  calls.  "Fax  machine  charged  per  usage. 


Our  Business  Services  Are  Designed  To  Improve  Your  Standing 
Not  Just  Wrm  The  CEO ,  Bur  Also  Wrm  The  CFO . 

The  Great  Value  Oe  Hyatt's  Portfolio  Of  Business  Services 
Makes  It  The  Smart  Choice  When  You  Travel. 


Hyatt  BusinessPlan, 

Achieve  overnight  success  with  Hyatt's  program 
designed  to  keep  you  more  productive  while  on  the  road. 


H  YATT 


Gold  Passport  rewards  you  with  added  benefits  while  each  stay  earns  you  points 
towards  free  nights  — so  you  always  get  more  than  you  bargained  for. 
Call  1-800-63-HYATT  to  enroll  today. 


Regency  Club 

Business  is  always  a  pleasure  on  Hyatt's  special  Regency  Club  floor. 
Featuring  VIP  amenities,  specially  trained  staff  and  an  exclusive  lounge  for  work  or  play, 
it's  the  ultimate  in  Hyatt  service. 


Touch  AndGo 

lv-___AUTOMAlEDXHiCK-l^/fflfCtC'WT SERVICES 

Hyatt's  got  you  coming  and  going  with  1-800-CHECK-IN*  Instant  Check-In  and 
Video  Check-Out—  aimed  to  speed  up  your  arrival  and  hurry  you  home. 


For  reservations,  call  your  travel  planner  or  Hyatt  at  1-800-233-1234. 


AKI/.OV\ 

Hyatt  Regency  Phoenix  ■ 
CALIFORNIA 

Hyatt  Regency  Alicante  (Anaheim)  ■ 

Hyatt  at  Fisherman's  Wharf  (San  Francisco)  ■ 

Hyatt  Regency  Irvine  ■  • 

Hyatt  Islandia  (San  Diego)  ■  • 

Hyatt  Regency  Ldjolla  ■  • 

Hyatt  Regency  Long  Beach  ■ 

Hyatt  Regency  Los  Angeles  ■  • 

Hyatt  at  Los  Angeles  Airport  ■  ■ 

Hyatt  Regency  Montetey  • 

Hyatt  Newporter  (Newport  Beach)  ■ 

Hyatt  Regency  Suites  Palm  Springs 

Hyatt  Rickeys  (Palo  Alto)  ■ 

Hyatt  Regency  Sacramento  a  • 

Hyatt  Regency  San  Diego  ■  • 

Hyatt  Regency  San  Francisco  ■  • 

Hyatt  Regency  San  Francisco  Airpoit  ■• 

Grand  Hyatt  San  Francisco  .. 

Hyatt  San  Jose  >  *  ■ 

Hyatt  on  Sunset  (Los  Angeles)  ■ 

Hyatt  Westlake  Plaza  «■ 

CANADA 

Hyatt  Regency  Vancouver  ■  • 
COLORADO 

Hyatt  Regency  Denver  ■• 

Hyatt  Regency  Tech  Center  (Denver)  »  « 

CONNECTICUT 

Hyatt  Regency  Greenwich  ■ 


DISTRICT  OF  COLUMBIA  AREA 
Hyatt  Arlington  ■ 
Hyatt  Regency  Bethesda 
Hyatt  Regency  Crystal  City  ■ 
Hyatt  Dulles  ■  • 
Hyatt  Fair  Lakes  ■ 
Hyatt  Regency  Reston  ■  • 
Grand  Hyatt  Washington  ■  • 
Hyatt  Regency  Washington  ■  • 
FLORIDA 

Hyatt  Regency  Coral  Gables  (Miami)  ■ 
Hyatt  Regency  Miami  • 
Hyatt  Orlando  ■ 

Hyatt  Regency  Orlando  International  Airport  ■ 

Hyatt  Sarasota  ■ 

Hyatt  Regency  Tampa  ■ 

Hyatt  Regency  Westshore  (Tampa  Int'l  Airport) 

GEORGIA 

Hyatt  Regency  Atlanta  ■  •  a 
Hyatt  Regency  Savannah  ■ 
Hyatt  Regency  Suites  Perimeter 

Northwest  (Atlanta)  ■ 
ILLINOIS 

Hyatt  Regency  Chicago 
Hyatt  Deerfield  ■ 
Hyatt  Lisle  ■ 

Hyatt  Regency  Oak  Brook  ■ 
Hyatt  Regency  O'Hare  (Chicago) 
Hyatt  on  Printers  Row  ■ 
Hyatt  Regency  Woodfield 


INDIANA 

Hyatt  Regency  Indianapolis  m 
KENTUCKY 

Hyatt  Regency  Lexington  ■  • 
Hyatt  Regency  Louisville  ■  • 
LOUISIANA 

Hyatt  Regency  New  Orleans  ■  • 
MARYLAND 

Hyatt  Regency  Baltimore  ■  • 
Hyatt  Regency  Bethesda  ■ 
MASSACHUSETTS 
Hyatt  Regency  Cambridge  ■  • 
Harborside  Hyatt  Conference 
•         Center  &  Hotel  (Boston)  ■ 
MICHIGAN 

Hyatt  Regency  Dearborn  ■ 
■  •  MINNESOTA 

Hyatt  Regency  Minneapolis  ■  • 
MISSOURI 

Hyatt  Regency  Crown  Center  (Kansas  City) 

Hvatt  Regency  St.  Louis  ■  • 

NEW  IERSEY 

Hyatt  Cherry  Hill  ■ 

Hyatt  Regency  New  Brunswick  ■ 

Hyatt  Regency  Princeton  ■ 

NEW  MEXICO 

Hyatt  Regency  Albuquerque  ■  • 
NEW  YORK 

Hyatt  Regency  Buffalo  ■ 
Grand  Hyatt  New  York  ■  • 


Hyatt  Regency  Rochester  ■  • 
NORTH  CAROLINA 
Hyatt  Charlotte  ■ 
OHIO 

Hyatt  on  Capitol  Square  (Columbus)  ■  • 

Hyatt  Regency  Cincinnati  ■  • 

Hyatt  Regency  Columbus  ■  • 

PENNSYLVANIA 

Hyatt  Regency  Pittsburgh  ■ 

SOUTH  CAROLINA 

Hyatt  Regency  Greenville  ■ 

TENNESSEE 

Hyatt  Regency  Knoxville  ■ 
TEXAS 

Hyatt  Regency  Austin  ■ 

Hyatt  Regency  Dallas  ■  • 

Hyatt  Regency  DFW  ■  • 

Hyatt  Regency  Houston  ■ 

Hyatt  Regency  San  Antonio  ■ 

VIRGINIA 

Hyatt  Atlington  ■ 

Hyatt  Regency  Crystal  City  ■ 

Hyatt  Dulles  ■  • 

Hyatt  Fair  Lakes  ■ 

Hyatt  Regency  Reston  ■  • 

Hyatt  Richmond  ■ 

WASHINGTON 

Hyatt  Regency  Bellevue  (Seattle)  ■  • 
WISCONSIN 

Hyatt  Regency  Milwaukee  ■ 


■  Indicates  Hyatt  Business  Plan  available  •  Indicates  Regency  Club  available  a  Indicates  Touch  and  Go  available 

Gold  Passport  and  1-800-CHECK-IN"  are  available  at  all  locations. 


theater  in  Titusville,  Fla.  for  $75,000 
and  converted  it  into  a  ten-screen 
movie  house. 

At  Regal,  Campbell,  41,  is  chief 
executive,  while  Melton,  34,  is  a  vice 
president.  They  haven't  lost  the  gro- 
cer mentality  of  watching  margins  like 
hawks.  Regal  managers  know  exactly 
how  much  syrup  should  be  in  each 
soft- drink  serving,  exactly  how  much 
popcorn  should  fill  each  container 
and  exactly  how  much  popcorn  oil 
goes  into  each  batch. 

Computers  at  Regal 's  headquarters 
monitor  concession  yields  on  a  regu- 
lar basis.  If  theater  managers  lose  soft- 
drink  cups,  they  are  charged  for  the 
full  retail  price  of  the  drink,  not  the 
price  of  the  cup  alone.  But  Regal's 
theater  managers  also  have  incentives 
that  can  generate  bonuses  as  high  as 
50%  of  their  base  salaries. 

The  cost  of  supplying  and  running 
Regal's  concession  stands  is  13%  of 
sales,  compared  with  21%  at  a  chain 
Regal  acquired  earlier  this  year. 

Regal  generates  big  economies  of 
scale  from  "■multiplexing,'''  or  bunch- 
ing several  screens  under  one  roof. 
With  an  average  of  nearly  eight 
screens  per  theater — about  twice  the 
industry  average — Regal  holds  down 
staffing  by  staggering  its  starting 
times  so  that  as  few  as  ten  employees 
are  needed  to  sell  tickets,  man  conces- 
sions and  run  the  projectors  for  as 
many  as  12  films. 

Most  of  Regal's  new  theaters  are 
being  built  with  a  minimum  of  ten 
screens.  And  Campbell  makes  sure  his 
new  theaters  are  configured  so  he  can 
add  two  to  four  more  screens  as  de- 
mand grows. 

A  bare-bones  operation?  Not  quite. 
Campbell  is  convinced  there  is  still 
some  tat  left  in  the  company's  corpo- 
rate overhead.  Over  the  next  two 
years  he  is  looking  to  reduce  general 
and  administrative  costs  to  3%,  from  a 
current  4.3%. 

Is  there  no  limit  to  how  hard 
Campbell  will  pinch  a  penny  now  that 
he  owns  stock  worth  $7  million?  Well, 
last  year  he  stopped  sharing  motel 
rooms  with  Melton  while  on  the  road. 
But  film  buyer  Borack,  now  a  Regal 
board  member,  assures  us  that  Camp 
bell  hasn't  lost  his  grip. 

"Mike  still  brags  to  me  about  find- 
ing hotel  rooms  for  $35  a  night," 
Borack  says.  H 


In  one  respect  Allen  Chao  was  a  dutiful  Chinese  son, 
in  another  way  he  was  not.  Out  of  that  conflict, 
Watson  Pharmaceuticals  was  born. 

Still  running 
scared 


By  Damon  Darlin 


When  Allen  Chacts  Tai- 
wanese parents  sent  him  off 
to  the  U.S.  to  study  phar- 
macy sciences  in  1968, 
their  plan  was  that  he 
would  snare  an  American 
degree  and  return  to  Tai- 
wan and  run  the  family 
pharmaceuticals  manufac- 
turing business. 

It  didn't  turn  out  that 
way.  In  1975  the  elder 
Chaos  sold  their  business 
and  moVed  to  California  to 
retire.  Alien  had  built  a  ca- 
reer in  the  U.S. 

And  quite  a  career  it  was. 
After  earning  a  doctorate  in 
industrial  and  physical 
pharmacy  in  1973  from 
Purdue  University,  he  MMH 
hired  on  as  a  researcher  at 
G.D.  Searle  &  Co.  Only  five  years 
later  he  was  made  director  of  new 
product  and  new  pharmaceutical 
technology  development. 

But  if  Allen  Chao  disappointed  his 
parents  by  not  coming  home,  he 
didn't  disappoint  them  in  another 
way.  As  it  turned  out,  this  apple  didn't 
fall  tar  from  the  entrepreneurial  tree. 
Chao  recalls  his  mother  often  prod- 
ded him  to  give  up  corporate  life  and 
strike  out  on  his  own.  Once,  he  says, 
she  chided  him  about  the  Searle  job, 
saying,  "You  know,  you  will  never 
win  the  Nobel  Prize."  In  1983  Chao 
went  into  business  for  himself  to  man 
ufacture  generic  drugs. 

His  first  challenge  was  raising  mon- 
ey. To  get  a  lab  up  and  running,  Chao 
needed  close  to  $4  million;  and  win- 
ning approval  from  the  Food  &:  Drug 
Administration    to    manufacture  a 


Manufacturing  line  at  Watson  Pharmaceuticals 
Chasing  niches  in  the  generic  drug  market. 


drug  can  cost  between  $200,000  and 
$2  million.  "The  mainstream  venture 
capital  community  wouldn't  give  us 
the  money,"  recalls  Chao.  Nor  would 
the  banks  in  Chicago,  where  he  had 
planned  to  locate  the  company.  When 
he  tried  to  borrow  against  property 
his  family  owned  in  southern  Califor- 
nia, banks  wouldn't  accept  it  as  collat- 
eral. So  Chao  packed  up  his  wife  and 
son  and  moved  to  Orange  County, 
where  his  family  had  ties  to  the  local 
Taiwanese  community. 

Where  the  banks  and  venture  capi- 
talists feared  to  tread,  the  overseas 
Chinese  came  to  his  aid.  Tapping 
family  members  and  over  30  friends 
and  acquaintances,  Chao  raised  al- 
most $4  million  in  startup  capital. 
With  that  as  an  equity  base,  he  was 
able  to  bring  in  $1.5  million  more 
from  venture  capital  firms  and  pen- 
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UP  &  COMERS 


|  Allen  Chao,  chief 
'  executive  of  Watson 
Pharmaceuticals 
"Every  day  we 
ask  ourselves, 
how  will  we 
survive?" 


sion  funds  that  had  at  first  spurned 
him.  In  all,  he  gave  up  89%  of  the 
company's  equity  to  get  it  off  the 
ground.  To  honor  his  mother,  he 
took  her  maiden  name,  Hwa,  and 
added  "son"  to  it  to  form  the  compa- 
ny name,  Americanizing  it  slightly  in 
the  process. 

Eleven  years  later  Watson  Pharma- 
ceuticals, Inc.,  based  in  Corona, 
Calif.,  grossed  $67.6  million  in  reve- 
nues and  netted  $12.2  million. 

How  did  this  startup  company 
prosper  in  the  cutthroat  generic  drug 
business?  By  avoiding  high-volume 
drugs  like  Tagamet  and  Valium, 
where  the  competition  is  fierce,  and 
concentrating  instead  on  difficult-to- 
copy  medicines.  These  include  Leder- 
le's  Asendin  brand  amoxapine,  an 
antidepressant,  and  Loxitane  brand 


loxapine  succinate. 

Loxapine,  a  tranquilizer  effective 
with  schizophrenics,  is  a  good  exam- 
ple of  how  the  Watson  strategy  works. 
When  Chao  began  researching  its 
manufacture  in  1986,  the  market  for 
the  drug  was  a  mere  $10  million. 
Hardly  enough  to  attract  the  atten- 
tion of  the  big  players.  This  year 
Watson,  the  only  generic  maker  of 
loxapine,  expects  to  take  nearly  half  of 
what  is  now  a  very  profitable  $22 
million  market. 

In  1985  Watson  Pharmaceuticals 
introduced  its  first  drug,  Furosemide, 
an  antihypertensive  for  high  blood 
pressure.  Since  then  Watson  has  add- 
ed 59  drugs  to  its  roster.  And  for  14  of 
them  the  company  has  no  generic 
competition. 

To  search  out  profitable  little  niche 


drugs  to  copy,  Watson's  researchers 
prowl  government  filings  and  other 
public  information  looking  for  new 
drugs  that  have  little  name  recogni- 
tion but  big  potential.  And  for  Wat- 
son, big  means  $30  million.  Most  of 
the  large  generic  drug  firms,  on  the 
other  hand,  look  for  at  least  $150 
million  in  market  potential  before 
committing  to  a  drug.  "A  $400  mil- 
lion market  with  ten  competitors 
leaves  you  very  little,"  explains  Chao. 
"Wespend  a  lot  of  time  deciding  what 
is  appropriate." 

While  Chao  chases  niches  in  the 
generic  drug  market,  he's  also  look- 
ing to  develop  products  the  company 
can  patent  on  its  own.  This  year  Wat- 
son will  spend  nearly  15%  of  revenue, 
or  about  $13  million,  on  research  and 
development — a  high  percentage  for 
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Our  one-by-one  approach  to 
securing  your  financial  future 

gives  you  an  edge 


The  Principal  Edge: 

Processing  customers  by  the 
dozen.That's  how  most  companies 
today  provide  financiai  services.  But 
Financial  StrategiesSM  from  The  Principal 
Financial  Group®  takes  a  fresh  approach. 

Because  no  two  customers,  like  no  two  eggs, 
are  exactly  alike,  Financial  Strategies  lets  our 
representatives  focus  on  each  person's  unique 
financial  needs.  And  mold  our  products  around 
those  needs,  to  create  flexible,  custom-fit  solutions. 

Case  in  point:  Adjustable  Life.  As  your  life  changes, 
it  adjusts.  Raise  or  lower  your  premium  without 
reducing  the  amount  of  coverage.  Increase  or  decrease 
the  value  of  your  policy  anytime.* 

Financial  Strategies  is  just  part  of  the  edge  we  deliver  to  millions 
of  customers.  One  at  a  time.The  Principal  Financial  Group, 
Des  Moines,  IA  50392-01 50. 


the; 


The  financial  company 
that  gives  you  an  edge.3*" 


Financial 
Group 


Products  and  services  offered  through  Principal  Mutual  Life  Insurance  Company  (The  Principal)  and  its  subsidiaries, 
Des  Moines,  IA  50392-0150.  ©  1992  Principal  Mutual  Life  Ins.  Co. 

'Increasing  the  amount  of  coverage  may  require  a  medical  exam. 


a  generic  drug  firm.  A  big  chunk  of 
that  money  will  go  into  developing 
alternative  drug  delivery  systems, 
such  as  transdermal  (through  the 
skin)  or  transmucous  (through  the 
nose  or  other  orifices).  A  drug  admin- 
istered by  syringe  is  inconvenient  and 
usually  must  be  injected  by  trained 
personnel.  But  if  the  drug  can  be 
applied  through  the  skin  or  the  mu- 
cous membranes,  then  the  patient  can 
do  it.  The  result:  The  market  for 
that  drug  expands,  perhaps  as  much 
as  25  times. 

Toward  that  end,  Watson  is  look- 
ing to  make  generic  versions  of  under- 
utilized drugs,  like  estradiol,  a  hor- 
mone replacement  for  postmeno- 
pausal women,  but  in  a  more 
convenient  form  absorbed  through 
the  skin.  The  company  recently 
benight  the  patent  on  an  injection- 
molding  technology  that  will  allow 
Watson  to  create  distinct  shapes  and 
make  suppositories  that  are  less  waxy 
and  messy. 

Watson  currently  has  14  products 
in  the  pipeline  waiting  for  FDA  approv- 
al. To  expand  manufacturing  capacity 
and  to  help  pay  the  cost  of  shepherd- 
ing new  drugs  through  the  approval 
process,  Chao  twice  tapped  the  public 
equity  markets  last  year,  raising  $101 
million.  With  over  $50  million  in  cash 
left  in  the  till,  Chao  also  has  his  eye  out 
for  more  acquisitions. 

Investors  have  had  a  wild  ride.  At  a 
recent  price  of  22%,  the  company's 
o-t-c-traded  shares  are  up  sharply 
from  their  February  1993  initial  pub- 
lic offering  price  of  12,  but  well  off 
their  high  of  38  last  October.  Albert 
Hummel,  Watson's  chief  financial  of- 
ficer, blames  the  volatility  on  a  fickle 
and  skittish  market  for  drug  stocks. 

Qiao's  family  members  have  been 
well  rewarded  for  pushing  him  to  start 
his  own  business.  They  own  26%  of 
the  company,  worth  $138  million. 
Chao's  holdings  are  worth  about  $40 
million. 

Although  the  stock  has  been 
Hillaryized  by  the  stock  market,  Wat- 
son's earnings  are  perking  right 
along.  Jerry  Treppel,  a  pharmaceuti- 
cal analyst  with  Kidder,  Peabody  & 
Co.,  expects  earnings  to  rise  35%  this 
year,  to  $1  a  share.  Yet  success  does 
not  seem  to  have  gone  to  Chao's 
head.  Says  he:  "'Every  day  we  ask 
ourselves,  how  will  we  survive?"  M 


In  April  JoAnn  Zucker  won  a  patent  on  the  idea  for  a 
certified  phone  call.  Winning  a  patent  is  one  thing. 
Getting  rich  on  it  is  another. 

"It's  not  that 
we're  greedy . . . " 


By  Lisa  Sanders 

On  a  blustery  September  afternoon 
two  years  ago,  Alan  and  JoAnn 
Zucker  were  sitting  around  their  din 
ing  room  table  in  Tomkins  Cove, 
N.Y.  addressing  certified  mail  labels 
and  sticking  them  on  envelopes. 

The  Zuckers,  he  a  publishing  exec- 
utive, she  a  social  worker,  were  coping 
with  bureaucracy.  The  law  required 


that  they  send  out  letters  informing 
neighbors  of  a  request  for  a  variance 
to  build  an  addition  on  their  cedar- 
shingled  contemporary  home. 

"I  wish  we  could  do  this  with  certi- 
fied phone  calls  instead  of  letters," 
said  JoAnn,  now  55,  half  to  herself. 
Alan  Zucker  came  to  attention.  When 
his  wife  had  an  idea,  he  knew  it  was 


Would-be  moguls  JoAnn  and  Alan  Zucker 
Will  their  patent  pay  off? 
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This  new  computer  RISC  chip  technology  is 
really  something.  It  took  me  one  day  to  complete 
tin  assignment  that  used  to  take  weeks. 
Now,  if  you  11  excuse  me, 
I'm  off  to  have  dinner  with  my  family.** 


In  an  increasingly  demanding  world  in  which  time  always  seems 
to  be  of  the  essence,  computer  chip  technology  is  allowing  us  to  be 
faster,  smarter... and  ultimately,  more  productive  And  leading  the 
way  is  NEC's  new  MIPS*  RISC  microprocessor.  Designed 
for  the  raw  speed  of  Windows  NT™  computing,  it  can  perform 
millions  of  advanced  commands  in  a  split  second -faster  than  just 
about  any  other  processor  today.  Now,  people  can  complete  the 
most  complex  tasks  in  a  mere  fraction  of  the  time  it  took  just  a 
few  years  ago.  Whether  it's  processing  data.  Manipulating  spread- 
sheets. Or  analyzing  10  years  of  sales  figures.  Because  of  this  chip, 
millions  will  complete  projects  in  a  way  they  were  rarely  able  to 
before... ahead  of  schedule.  In  fact,  every  product  NEC  makes-from 
cellular  phones  to  high-resolution  color  monitors-is  designed  to 
enhance  human  potential.  And  they're  backed  by  the  expertise 
of  a  world  leader  in  computer  and  com- 
munications technology.  In  public  and 
private  institutions.  In  businesses  large 
and  small.  In  homes  across  the 
country  NEC  is  a  part  of  people's  lives. 
for  more  information,  call  its  at  1-800-338-9549. 


A  part  of  people's  lives  everywhere. 

Windows  NT  and  MIPS  an-  trademarks  of  their  respective  owners. 


NEC 


Running  a  business  requires  your  complete  attention  and  most  of  your 
time.  Fortunately,  there's  a  401(k)  plan  that  doesn't-the  T.  Rowe  Price  Century 
Plan""  designed  with  companies  like  yours  in  mind. 

The  Century  Plan  is  comprehensive  in  its  features,  yet  simple  for  you  to 
implement  and  maintain.  From  establishing  the  plan  to  conducting  annual 
compliance  testing,  this  401(k)  plan  has  been  designed  to  do  most  of  the  work 
for  you.  This  allows  both  you  and  plan  participants  to  share  in  the  benefits  of  a 
retirement  plan  that's  efficient,  convenient,  and  effective. 

For  you,  it  means  having  more  time  for  business,  and  having  the  confi- 
dence that  your  company's  401(k)  plan  is  working  hard.  For  your  employees, 
the  Century  Plan  offers  the  opportunity  to  help  build  a  portfolio  that  meets 
their  retirement  savings  goals. 

The  T.  Rowe  Price  Century  Plan  gives  your  employees  access  to  one  of  the 
nation's  largest  families  of  no-load  mutual  funds.  Perhaps  more  important, 
the  plan  provides  clear,  effective  educational  materials,  based  on  our  years 
of  experience  communicating  with  4()l(k)  participants.  And,  of  course, 
ourT.  Rowe  Price  retirement  specialists  will  be  available,  toll  free,  to  answer 
their  questions. 

Call  today  to  receive  your  Century  Plan  Kit.  Learn  more  about  the 
401(k)  created  with  companies-and  schedules-like  yours  in  mind. 

Call  now  for  your  free  Century  Plan  Kit 

1-800-831-1360 


T.RoweRlce 


T  Rowo  Price  Inu'stmnil  Seniav  Inc.  Distributor. 


worth  pursuing.  Nine  years  earlier  she 
had  dreamed  up  the  idea  of  publish- 
ing economic  profiles  of  geographic 
regions,  which  would  be  supported 
by  advertisers  and  distributed  by 
states  and  municipalities  seeking  new 
businesses.  In  1990  the  Zuckers  sold 
the  business  for  $2  million. 

Alan  Zucker  agreed  to  stay  for  two 
years,  until  November  1992,  but 
while  the  Zuckers  were  licking  labels, 
that  date  was  just  two  months  away. 

Alan  Zucker,  now  65,  flipped 
through  the  yellow  pages  and  found 
the  name  of  a  local  lawyer.  The  lawyer 
told  the  Zuckers  that  the  idea  was 
patentable,  providing  a  patent  hadn't 
already  been  awarded.  It  hadn't. 

"We  couldn't  believe  it.  After  all,  a 


The  Zuckers'  patent 

$60,000  down  and  counting. 


place  like  Bell  Labs,  where  thousands 
of  people  do  research — and  they 
couldn't  think  of  something  like 
this?"  recalls  Alan,  his  voice  still 
tinged  with  amazement. 

Working  up  a  ten-page  application, 
which  included  an  outline  of  how  a 
certified  phone  call  would  work  using 
existing  technology,  the  Zuckers  and 
their  attorney  filed  with  the  U.S.  Pat- 
ent Office.  Cost  for  the  application, 
including  legal  fees:  $15,000. 

As  outlined  in  their  patent  applica- 
tion,.the  invention  would  work  some- 
thing like  this.  To  make  a  certified 
call,  you  would  dial  into  a  computer- 
ized system  which  would  guide  you 
through  a  series  of  prompts — who 
you  are,  who  you're  calling,  is  the 
information  correct,  should  the  mes- 
sage be  transcribed  and  so  on. 

The  message  could  be  delivered 
immediately,  as  a  person-to-person 


Forbes  ■  September  26,  1994 


UALITY 


GOVERNMENT 

Birmingham  Public  Schools 
Birmingham,  Alabama 

MANUFACTURING 

TRW  Military  Electronics 
&  Avionics  Division 
San  Diego,  California 

NOT-FOR-PROFIT 

Medical  Center  Hospital  of  Vermont 
Burlington,  Vermont 

SERVICE  FIRM 

Pacific  Bell 
San  Ramon,  California 

SMALL  FIRM 

Libralter  Plastics,  Inc. 
Walled  Lake,  Michigan 

1993  WINNERS 

GOVERNMENT 

Naval  Aviation  Depot 
North  Island,  San  Diego,  California 

MANUFACTURING 

Boise  Cascade  Corp.,  Southern  Operation 
De  Ridder,  Louisiana 

NOT-FOR-PROFIT 

Swedish  American  Hospital 
Rockford,  Illinois 
SERVICE  FIRM 

New  York  Telephone 
Telesector  Resources  Group 
New  York,  New  York 

SMALL  FIRM 

Fitchburg  Coated  Products 
Scranton,  Pennsylvania 


The  RIT/IM  TODAY  Quality  Cup:  an  original 
workofart  m  siSierand  marble by 'Leonard  Urso 


eople  are  the  catalyst  for 
creating  and  sustaining 
quality  organizations. 
The  Quality  Cup  Award 
honors  those  individuals!' 

—  Diane  Rivers,  Ed.D.,  Coordinator  of  Middle  Schools 
Birmingham  Public  Schools 

ABOUT  THE  QUALITY  CUP  COMPETITION 

Rochester  Institute  of  Technology  (RIT)  and  USA  TODAY  believe  in  the  power  of  the 
Quality  movement,  with  its  emphasis  on  empowering  the  individual,  to  revolutionize  the 
way  the  USA  does  business.  Where  other  awards  may  honor  entire  companies,  only  the 
Quality  Cup  honors  personal  efforts  by  teams  or  individuals. 

WE  WANT  TO  HEAR— AND  REWARD— YOUR  SUCCESS 
STORIES 

Do  you  have  a  success  story  that  describes  how  small  groups  or  individuals  in  your 
company  used  total  quality  management  principles  to  boost  productivity?  Then  let  your 
experience  be  an  inspiration  for  others:  Nominate  yourself  or  an  individual  or  team  in  your 
organization  in  one  of  the  five  categories  for  the  award:  Government,  Manufacturing, 
Service,  Small  Organizations  or  Not-For-Profit. 

HOW  TO  ENTER 

The  deadline  for  nominations  for  the  1995  RIT/USA  TODAY  Quality  Cup  Competition  is 
December  12.  If  you  would  like  to  receive  an  application,  call  the  toll-free  number  below.  For 
complete  information  about  the  competition,  contact  Carol  Skalski  at  USA  TODAY  at  703- 
276-5890. 

1-800-USAT-RIT 

RIT 


STARTING  YOUR  OWN  BUSINESS 


FOLLOW  THROUGH 


Still  jogging 


call,  or  it  could  be  recorded  and  deliv- 
ered at  a  specified  time  and  date.  The 
recipient,  say  Bob  Smith,  would  be 
notified  on  answering  the  phone  that 
the  call  was  certified  and  would  be 
given  a  serial  number  for  the  call.  The 
computer  would  verify  the  recipient's 
identity,  asking,  "Is  this  Bob  Smith?" 
If  Smith  answ  ered  yes,  the  message 
would  play.  The  entire  exchange 
would  be  saved  digitally  and  archived. 

Zucker  came  out  of  retirement  and 
was  soon  traveling  to  Chicago,  Vien- 
na, Va.  and  Washington,  D.C.  to 
meet  with  senior-level  executives  at 
Amentech,  Cable  &  Wireless,  Nynex, 
MCI  and  Bell  Atlantic.  His  idea:  to 
license  nationwide  rights  to  the  certi- 
fied phone  call  to  a  single  company 
and  then  sit  back  and  collect  royalties. 

The  Zuckers'  eyes  light  up  when 
they  think  of  potential  royalties.  Not- 
ing that  the  U.S.  Postal  Service  pro- 
cesses some  200  million  certified  let- 
ters a  year,  they  say  if  certified  phone 
calls  can  capture  20%  of  that  market, 
at  $5  per  call,  revenues  would  be  $200 
million.  A  10%  royalty  would  bring  in 
$20  million  a  year  for  the  couple. 

"It's  not  that  we're  greedy," 
laughs  Alan,  alreatiy  more  than  com- 
fortable with  his  pension  and  pro- 
ceeds of  the  earlier  sale  of  a  business. 
"We  just  want  all  we  can  get." 

The  Zuckers,  though,  have  yet  to 
see  a  dime.  Including  travel  costs, 
phone,  secretarial  services,  applica- 
tions for  foreign  patents  and  legal 
fees,  their  out-of-pocket  cost  now 
adds  up  to  $60,000. 

So  far  23  companies  worldwide 
have  requested  licensing  agreements. 
But  while  the  agreements  were  due 
back  to  the  Zuckers  on  Aug.  1,  not 
one  bid  has  yet  come  in.  Zucker  says 
he  has  received  verbal  promises  from 
one  regional  Bell  operating  company, 
one  foreign  communications  compa- 
ny and  one  long  distance  carrier  that 
bids  will  be  forthcoming.  So  he  has 
extended  the  deadline. 

Of  the  seven  potential  bidders  that 
responded  to  FORBES'  calls,  six  said 
the  Zucker  deal  was  being  seriously 
considered,  and  only  one,  MCI,  said  it 
would  not  be  bidding. 

As  the  Zuckers'  experience  shows, 
getting  a  good  idea  is  only  half  the 
game  in  starting  a  business,  maybe  the 
easy  half.  "It's  been  an  amazing  jour- 
ney," says  Zucker.  HB 


Crippled  with  arthritis  and  on 
the  verge  of  losing  his  147-acre  Cher- 
okee, Ala.  farm,  Jack  McWilliams 
recalled  his  grandmother's  home 
remedy:  cider  vinegar.  Mixing  it 
with  fruit  juices,  he  began  drinking  a 
few  ounces  of  the  peculiar-tasting 
stuff  a  day.  Soon,  he  says,  his  arthritis 
was  gone.  Placebo  or  not,  McWil- 
liams was  in  business,  selling  his  con- 
coction, Jogging  in  a  Jug,  in  half- 
gallon  bottles  at  the  local  Piggly  Wig- 
gly.  Just  days  before  foreclosure 
proceedings  were  set  to  begin,  Jog- 
ging in  a  Jug  brought  in  enough 
orders  to  save  the  family  farm 
(Forbes,  July  19,  1993). 

Telling  his  inspiring  story  in  radio 
appearances  around  the  Southeast, 
McWilliams,  now  68,  built  up  a  loy- 
al customer  base,  including  former 
Chrysler  chief  Lee  Iacocca. 

Last  year  his  Tuscumbia,  Ala.- 
based  Third  Option  Laboratories, 
Inc.  took  in  $6.4  million  in  sales, 
with  pretax  profits  of  an  astounding 
$2.5  million. 

These  days  Danny  McWilliams, 
Jack's  46-year-old  son,  is  running  the 
show.  And  Danny  has  proved  as 
canny  a  marketer  as  his  dad.  Frustrat- 
ed with  complaints  about  broken 
bottles  from  mail-order  customers, 


McWilliams  worked  with  United 
Parcel  Service  to  come  up  with  a  solu- 
tion. But  after  laying  out  $7,500  to 
experiment  with  new  packaging,  he 
came  up  with  a  better  idea.  He  de- 
cided to  turn  his  loyal  mail  -order  cus- 
tomers into  volunteer  sales  reps. 
Now  when  Third  Option  gets  mail- 
order calls,  McWilliams  encourages 
customers  to  contact  their  local  su- 
permarket to  request  the  product. 
Since  May  Third  Option's  distribu- 
tion has  grown  from  500  stores  to 
1,200  stores. 

The  new  retail  outlets — McWil- 
liams boasts  Jogging  in  a  Jug  is  now 
available  within  a  50-mile  radius  of 
anx^vhere  in  the  lower  48  states — 
have  helped  push  sales  to  nearly  $5 
million  in  the  first  seven  months  of 
this  year.  And  the  McWilliams 
clan — Danny's  sister  and  brother-in- 
law,  Susan  and  Chucky  Bolton,  and 
his  24-year-old  son,  Danny  Jr.,  all 
work  for  the  firm — expects  sales  to 
hit  $8  million  by  year-end.  "It  took 
some  guts,  but  it's  been  the  best 
thing  that  ever  happened  to  us,"  says 
McWilliams,  speaking  of  his  cus- 
tomer based  distribution  system  with 
a  thick  Alabama  twang.  "Man,  I 
can't  thank  UPS  enough." 

-James  Samuelson 
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"At  Sunkyong,  we  are  not 
awaiting  the  21st  century, 
we  intend  to  shape  it." 

fong-Hyon  Chey 
Chairman  of  the  Sunkyong  Group 


When  the  Sunkyong  Group  was  founded  in  1953,  we  major  presence  in  telecommunications,  distribution, 
were  a  small  company  producing  woven  textiles.  financial  services,  and  engineering  &  construction. 
Today,  Sunkyong  is  one  of  the  five  largest  conglomer-  The  result  in  the  United  States  -  Sunkyong 


ates  in  Korea,  with  offices  in  all  of 
the  world's  major  business  centers. 
As  the  first  Korean  company  to 
produce  synthetic  fibers,  Sunkyong 
has  grown  into  a  vertically  integrat- 
ed manufacturer  of  a  broad  spec- 
trum of  products  ranging  from 
petroleum  to  textiles. 

At  present,  Sunkyong  is  a  major 
producer  of  petroleum-based 
products,  a  global  trading  compa- 


re Sunkyong  Group  of 
Korea,  with  annual  revenues 

of  more  than  $22  billion 
and  over  22,000  employees  on 
five  continents,  is  a  worldwide 
leader  in  the  fields  of 
energy,  international  trade, 
petrochemical  products, 
telecommunications,  and  engi- 
neering &  construction. 


generates  over  $1.5  billion  in 
annual  revenues  working  with 
hundreds  of  American  companies, 
and  we  have  strategic  alliances 
with  such  giants  as  Polaroid  and 
the  Fleming  Companies. 

These  alliances  reflect  the 
focused  application  of  time, 
energy,  and  resources  required  for 
a  shared  understanding  of  objec- 
tives -  a  shared  vision  of  economic 


ny,  and  a  leading  manufacturer  of  polyester  films      globalization.  A  vision  we  at  Sunkyong  are  dedicated 
and  magnetic  and  optical  media.  We  also  have  a      to  making  a  reality. 

For  more  information,  contact  John  Rich,  Sunkyong  U.S.A.,  Inc., 
110  East  55th  Street,  New  York,  N.Y.  10022,  Fax:  (212)  906-8137 

FOR    SUCCESS    WORLDWIDE,    SAY  SUNMrOfW 


Sunkyong  Limited  •  Yukong  Limited  •  Sunkyong  Industries  •  SKC  •  Sunkyong  Engineering  and  Construction 


Derivatives  are  less  dangerous  than  the  ignorance  of 
some  who  complain  about  them. 

Confusion 
of  confusion 


BY  STEVE  H.HANKE 


Steve  H  Hanke  is  a  professor 

of  Applied  Economics  at 

The  Johns  Hopkins  University  in  Baltimore. 


A  U.S.  affiliate  of  Metallgesellschaft 
AG  (mg),  the  big  German  conglomer- 
ate, recently  booked  a  $1.33  billion 
loss  on  its  oil  hedging  activities.  With 
this  and  other  reports  of  people  losing 
money,  the  media  were  soon  in  full 
cry  against  dangerous  derivatives. 
Those  who  want  to  see  more  regula- 
tion in  the  financial  markets  shook 
their  heads  and  said  we  told  you  so. 

In  fact,  the  case  proves  less  about 
the  vagaries  of  derivatives  than  it  does 
about  ill-informed  criticism.  The  MG 
saga  began  in  late  1991.  At  that  time, 
MG's  U.S.  affiliate,  mgrm,  introduced 
an  innovative  program  of  negotiating 
contracts  to  sell  petroleum  products 
to  small  retail  clients.  Those  con- 
tracts, which  ran  for  five  to  ten  years  in 
length,  obligated  MGRM  to  sell  a  cer- 
tain quantity  of  petroleum  at  a  fixed- 
price  for  monthly  delivery.  Conse- 
quently, customers  knew  in  advance 
both  the  quantity  and  price  of  their 
purchases  over  a  rather  long  period. 

It  proved  good  business.  By  late 
1993  mgrm  reportedly  had  sold  more 
than  160  million  barrels  of  oil  using 
these  contracts.  Offering  small  retail 
clients  such  as  gas  stations  the  oppor- 
tunity to  buy  petroleum  at  a  fixed 
price  for  up  to  ten  years  was  a  service 
not  offered  by  mgrm's  competitors. 


Naturally,  mgrm  had  to  hedge 
against  the  risk  that  oil  prices  would 
rise  above  its  fixed  selling  price  and 
force  MGRM  to  supply  its  contracts  at 
big  losses.  So  it  turned  to  derivatives. 
To  hedge  its  risk,  MGRM  entered  into 
short-dated  contracts  to  purchase  oil 
products  for  deferred  delivery,  using 
futures  contracts  traded  on  the  New 
York  Mercantile  Exchange.  When 
mgrm's  long  positions  in  those  short- 
dated  futures  matured  each  month, 
MGRM  offset  its  maturing  futures  con- 
tracts and  "rolled  over"  into  new 
long  positions  in  the  contract  with  a 
maturity  date  an  additional  one 
month  hence. 

Nothing  radical  here.  The  MGRM 
strategy  followed  the  hedging  text- 
books. So  why  did  the  strategy  end 
in  disaster? 

No  initial  outlay  is  required  to  es- 
tablish a  long  futures  position — the 
buyer  simply  incurs  an  obligation. 
Changes  in  the  value  of  futures  con- 
tracts are  not  realized  gains  or  losses 
until  the  contracts  mature  or  are  off- 
set. However,  futures  exchanges  use 
"margin"  and  "resettlement"  to  pro- 
tect themselves  against  default  risk. 
Under  this  system  traders  post  "mar- 
gin" with  an  exchange  as  a  perfor- 
mance bond  to  cover  potentially 
adverse  price  moves.  Each  day  the 
nymex  marks  the  value  of  futures 
contracts  to  the  market,  credits  the 
margin  accounts  of  "winners"  and 
debits  the  accounts  of  "losers."  If  the 
account  of  a  loser  falls  below  a  certain 
level,  the  loser  must  deposit  addition- 
al margin  to  remain  in  the  market. 
These  daily  "pay  and  collects"  are 
clearly  determined  by  price  changes. 

In  late  1992  the  price  of  oil  began 
to  decline  precipitously.  This  resulted 
in  gains  for  MGRM  on  its  fixed-price 
contracts,  but  it  also  forced  oudays  to 
meet  margin  calls  on  MGRM  futures 


positions.  The  company  was  making 
money  on  its  deliveries  but  incurring 
much  larger  unrealized  losses  on  its 
futures  contracts.  By  December  1993 
MGRM  was  forced  to  obtain  $500 
million  in  emergency  liquidity  sup- 
port from  some  of  its  European  credi- 
tors to  meet  margin  calls  and  keep  its 
hedge  positions  open. 

As  public  knowledge  of  mgrm's 
liquidity  problems  spread,  panic  set 
in.  Liquidity  support  for  mgrm's 
margin  calls  suddenly  began  to  van- 
ish. By  mid-December  mg's  supervi- 
sory board — led  by  Deutsche  Bank — 
took  control  of  MGRM  and  began 
liquidating  its  futures  positions.  This 
transformed  paper  losses  into  realized 
losses  and  necessitated  a  creditor 
"bailout"  in  January  1994. 

But  mgrm's  strategy  was  sound  and 
its  realized  losses  were  artifacts  of 
ignorance.  If  mgrm's  strategy  and 
its  lines  of  credit  had  been  left  in 
place,  the  losses  would  have  been 
greatly  reduced.  Energy  prices  have 
rebounded  since  MGPJvi  liquidated 
its  hedges.  Consequently,  liquidity 
would  have  flowed  back  into  mgrm's 
system  had  it  maintained  its  hedging 
positions.  My  rough  calculations 
indicate  that  the  positive  flow 
between  December  1993  and  early 
August  1994  would  have  been  $1 
billion  or  more,  erasing  most  of  the 
realized  loss. 

The  MG  fiasco  raises  questions 
about  the  competence  of  mg's  super- 
visory board  and  its  creditors,  who 
apparently  panicked  unnecessarily. 
The  whole  tiling  hardly  proves  that 
derivatives  are  per  se  "dangerous." 

Lest  we  forget,  derivatives  are  not 
new.  Only  their  widespread  use  is 
new.  The  first  treatise  on  futures  con- 
tracts, options,  hedging  and  so 
forth — all  the  paraphernalia  of  mar- 
kets in  contingent  claims  (deriva- 
tives)— was  Joseph  de  la  Vega's  Con- 
fusion de  Confusioncs.  Published  in 
Amsterdam  in  1688,  it  was  intended 
for  the  edification  of  members  of 
Amsterdam's  Portuguese  Jewish 
community  who  were  actively  trading 
shares  of  the  Dutch  East  India  Com- 
pany after  1650.  As  that  book  shows, 
the  "rocket  scientists"  of  today  are 
not  quite  as  original  as  they  have  led 
their  employers  to  believe.  Nor  are 
derivatives  as  dangerous  as  their  de- 
tractors would  have  you  believe.  B 
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NORFOLK 
&  HAMPTON  RQ 


BY  MAGGIE  BRYDGES 


WAVES  OF  CHANGE 


he  tide  has  turned  in 
Virginia's  Hampton 
Roads,  the  region 
right  in  the  middle  of 
the  mid-Atlantic,  and  it 
is  racing  toward  a 
horizon  unimaginable 
just  15  years  ago. 

Not  that  the  potential  hasn't  always 
been  here.  The  area's  natural 
resources  are  staggering,  with  the 
waterfront  paramount.  One  can't  set 
off  in  any  direction  for  more  than  a 
mile  or  so  without  encountering  some 
kind  of  waterway,  whether  the  tranquil 
marshlands  off  the  James,  York, 


Elizabeth  or  Nansemond  rivers,  the 
limitless  wonders  of  the  Chesapeake 
Bay  or  the  moody  majesty  of  the 
Atlantic. 

Norfolk  is  rapidly 
becoming  the  pearl 
of  the  mid-Atlantic. 


Most  of  the  country  knows  this  region 
primarily  by  its  aquatic  handles. 
Norfolk:  Navy  town.  Virginia  Beach: 
seaside  resort.  Newport  News  and 
Portsmouth:  centers  for  shipbuilding, 
ship  repair.  Jamestown,  Williamsburg, 
Hampton:  birthplace  of  the  nation, 
berthplace  of  the  first  settlers'  ships. 
Rivers  connect  the  urban  nucleus  to 
more  rural  and  agricultural  areas  like 
Chesapeake,  Suffolk,  Franklin  and  Isle 
of  Wight. 


ESS  IS  A  PLEASURE 


At  the  center  of  it  all  is  Norfolk, 
rapidly  becoming  the  pearl  of 
the  mid-Atlantic,  having 
undergone  changes  in  the 
past  decade  so  dramatic 
that  even  its  citizens  are 
doing  a  double  take. 

I've  lived  here  so 
long,  when  people  ask 
me  my  political  affilia- 
tion, I  tell  them  I'm  a 
Tory,"  says  one 
resident  with  a  laugh, 
referring  to  Norfolk's 
Revolutionary  past. 
"But  I  never  thought 
I'd  be  here  long 
enough  to  see 
this.  .  .  ."  Her 
hand  sweeps 
across  the 
vista  of  the 
bustling  waterfront.  "Or 
to  be  able  to  shop  at  Nordstrom  and 
Macy's!" 

Since  the  early  '80s,  Norfolk  has  redis- 
covered and  developed  its  downtown 
waterfront  district.  It  has  created  a 
1 12,000-square-foot  festival  market- 
place for  shopping,  dining  and  enter- 
tainment; a  6.5-acre  waterfront  park, 
site  of  free  concerts,  festivals  and 
movies  throughout  the  year;  the  23-floor 
Norfolk  Waterside  Marriott  Hotel  and 
the  adjoining  Norfolk  Waterside 
Convention  Center;  a  12,000-seat 
minor-league  baseball  stadium  with  a 
nautical  theme  and  waterfront  views 
from  every  seat  and,  most  recently, 
Nauticus,  the  $50  million  National 
Maritime  Center. 

The  financial  district  now  offers  3.2  mil- 
lion square  feet  of  mostly  Class  A 
space,  from  the  26-floor  Italian  marble 
Dominion  Tower  building  to  the  mir- 
rored, curvilinear  World  Trade  Center. 

"The  thriving  waterfront  and  central 
business  districts  that  you  see  here 
represent  comprehensive  renewal, 
stem  to  stern,"  says  one  lifelong  civic 


aader.  "Other  cities  look  to  us  in 
imazement  and  ask,  'How  did  you  do 
hat?'  All  I  can  say  is  that  it's  the 
>roduct  of  vision — strong,  committed 
aadership  both  inside  and  outside  of 
he  government,  implementing  the 
)est  advice  available  locally  and 
rationally." 

PULLING  WITH 
IDNE  SET  OF  OARS 

'rivate  sources  alone  have  invested 
nore  than  $400  million  in  downtown 
Norfolk  for  new  construction  and  reno- 
/ation  during  the  past  decade.  And  the 
Dublic  sector  has  responded  in  kind. 

Harbor  Park,  a  longtime  pet  project  of 
\/layor  Paul  Fraim,  came  to  fruition  in 
993.  The  park,  located  on  choice 
waterfront  property,  offers  a  magnifi- 
cent working-waterfront  spectacle  of 
cranes,  drydocks,  aircraft  carriers  and 
sailboats  for  between-innings  entertain- 
nent.  The  stadium's  occupants,  the 
slorfolk  Tides  (AAA  team  of  the  New 
j/ork  Mets),  drew  more  than  540,000 
;:ans  in  the  first  season  at  their  new 
ocation.  The  city  of  Norfolk  built  the 
park  on  city-owned  land  for  $16 
pillion.  The  New  York  Mets  have 
agreed  to  lease  the  facility  for  the  next 
20  years  and  will  fully  repay  this  munic- 
pal  investment. 

Town  Point  Park  is  6.5  acres  of  public 
greenery  that  abuts  the  downtown 
yvaterfront  and  coincides  with  mile  zero 
pn  the  U.S.  Intercoastal  Waterway.  This 
s  the  site  of  more  than  130  year-round, 
free  events  ranging  from  jazz  festivals  to 
jair  shows  to  Easter  egg  hunts.  Events 
jare  organized  by  Festevents,  a  contract 
agency  that  is  "absolutely  a  50/50  part- 
nership with  the  city,"  according  to 
Executive  Director  Karen  Scherberger. 
"The  city  of  Norfolk  provides  funding  for 
iadministrative  costs,  while  all  program 
costs  are  entirely  funded  through  the 
private  sector." 

INauticus,  the  city's  newest  star,  is  per- 
haps the  quintessential  public/private 
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collaboration.  Private 
contributors  have 
raised  $6  million;  $3 
million  has  been 
granted  by  the 
Commonwealth  of 
Virginia;  $3  million 
has  been  granted 
by  the  city  of 
Norfolk,  and  $33 
million  has  been 
borrowed  as  a 
general-obligation  city 
bond.  Projected  to  draw  700,000 
visitors  annually,  more  than  200,000 
had  passed  through  its  doors  in  fewer 
than  two  months  since  its  opening. 
"We're  seeing  the  numbers  increase 
every  day,"  says  Executive  Director 
Mike  Bartlett.  "But  like  other  attrac- 
tions along  the  waterfront,  the  periph- 
eral benefit  of  having  us  here  is  even 
greater  than  the  direct  benefit.  We 


Norfolk.  ~ 
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exist,  in  large  part,  to  bring 
people  downtown.  And  we're  doing  it 
with  special  events  and  activities  both 
day  and  evening,  seven  days  a  week." 

This  spirit  of  cooperation  and  cohesion 
is  not  unusual.  All  the  developments 
along  Norfolk's  renovated  waterfront 


Another  Day 
Another  no 
New  Business  launches. 

We  offer  business  travelers  110  daily  departures  to  the  nation's 
top  commercial  centers.  And  that's  not  all.  We  also  support  the 
region's  business  community  with  air  cargo,  air  courier,  express 
package  delivery  and  general  aviation  facilities.  Day  in  and  day 
out,  we  do  everything  possible  to  get  businesses  off  the  ground. 
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NORFOLK 


WHERE  BUSINESS  IS  A  PLEASURE 


&  HAMPTON  ROADS 


market  themselves  as  pieces  of  an  inter- 
locking puzzle  called  The  Waterside 
Connection.  Most  have  strongly  benefit- 
ed from  a  committed  and  cooperative 
public/private  partnership. 

The  development  of  The  Waterside 
festival  marketplace  in  1983  was  the 
first  such  venture.  This  $13.8  million 
project  secured  $4  million  from  a  con- 
sortium of  local  banks  and  acquired  the 
remainder  through  federal  urban 
renewal  programs  via  the  Norfolk 
Redevelopment  and  Housing  Authority, 
which  owns  the  property  on  which  the 
marketplace  was  built. 

Perhaps  the  most  obvious  collaboration 
is  the  Norfolk  Waterside  Convention 
Center,  an  elegant,  three-level  meeting 
facility  owned  by  the  city,  but  operated 
by  the  Norfolk  Waterside  Marriott  Hotel. 
It  is,  to  the  naked  eye,  a  seamless 
extension  of  it.  "The  Marriott  is  in  the 
center  of  it  all — a  first-class,  405-room 
luxury  hotel  in  the  middle  of  the  strip 
from  Harbor  Park  to  Nauticus  and 
beyond.  Our  goal  is  the  same  as  that 
of  our  many  partners— to  bring  conven- 
tion business  and  visitors  to  downtown 
Norfolk.  And  we've  done  it.  We've 
brought  tens  of  thousands  here  over 


the  past  few  years  who  haven't 
been  here  before,"  says  Dan 
Marone,  general  manager  of 
the  Norfolk  Waterside 
Marriott. 

Norfolk's  businesses  and 
attractions  are,  as  they 
say,  pulling  with  the 
same  set  of  oars.  Even 
the  city's  other  luxury 
waterfront  hotel,  the 
Omni,  the  first  major 
development  to 
invest  downtown,  is 
quick  to  recommend 
its  downtown  competi- 
tion, and  vice  versa.  It  clearly  feels 
there  is  not  only  safety,  but  cumulative 
dollars,  in  numbers.  "We've  enjoyed  18 
successful  years  in  Norfolk,"  says 
Harvey  Moore,  general  manager  of  the 
Omni  Waterside  Hotel.  "We're  proud  to 
have  been  part  of  the  first  phase  and 
delighted  to  be  a  part  of  all  that's  hap- 
pening today.  We  consider  the  hotel's 
latest  renovations  to  be  the  most  recent 
contribution  to  The  Waterside 
Connection.  Any  time  one  of  us 
improves,  we  all  benefit." 


"Norfolk  has 
stayed  the  course 
and  followed 
recommendations  for 
long-term,  positive 
growth,"  says  Bob 
Smithwick  of  the 
Department  of 
Development. 

Another  area  pioneer  is  Spirit  Cruises, 
which  offers  dinner  and  lunchtime 
cruises  down  the  Elizabeth  River. 
Michael  Glasfeld,  general  manager  of 
the  Spirit  of  Norfolk,  says  his  company 


found  the  Norfolk  market  the  perfect 
springboard.  "In  the  16  years  since  we 
launched  our  national  fleet  from  here, 
we've  watched  this  city  become  a  solid 
business  center  and  first-class  tourist 
destination,  which  in  turn  has  allowed 
us  to  invest  in  the  construction  and 
operation  of  a  new  state-of-the-art  ship 
every  few  years.  Our  current  Spirit  of 
Norfolk  is  the  fourth  here,  and  sets  the 
pace  for  a  17-ship  nationwide  fleet." 

TESTING  THE  WATERS 

"Come  on  in,"  those  who've  invested 
here  seem  to  be  saying.  "The  water's 
just  fine."  Those  who  had  simply  dan- 
gled toes  seem  ready  to  jump  in — 
including  Nordstrom  and  Macy's. 
These  retail  giants  will  anchor  a  1.2  mil- 
lion-square-foot, $270  million  project 
called  the  MacArthur  Center.  The  pro- 
ject is  the  crowning  glory  of  a  methodi- 
cal, 12-year,  $475  million  investment 
designed  to  bring  lifeblood  to  the  heart 
of  the  city.  And  the  market  is  ripe: 
Region-wide  retail  sales  exceeded 
$11.9  billion  in  1993,  and  downtown 
property  assessments  have  soared 
from  $46  million  in  1981  to  more  than 
$440  million  in  1992. 

Perhaps  the  most  rewarding  thing 
about  the  MacArthur  Center  project 
(named  for  Norfolk's  favorite  adopted 
son,  General  Douglas  MacArthur,  who 
chose  his  mother's  native  city  as  his 
final  resting  place)  is  that  it  resolves 
one  of  the  city's  most  plaguing  prob- 
lems: that  of  how  to  utilize  the  mysteri- 
ous 17  acres  of  abandoned  space  right 
in  the  middle  of  the  city,  currently  used 
for  parking  but  the  subject  of  countless 
debates,  plans  and  dreams  through  the 
years. 

The  Granby  Street  area  has  been 
another  city  dilemma.  It  represents  the 
city's  urban  corridor  and  was,  during 
the  booming  World  War  II  years,  its 
bustling  "main  drag."  As  shopping 
malls  sprouted,  though,  it  suffered  the 
fate  of  many  American  downtown 
areas — its  retail  businesses  shrank  or 

(continued  on  page  A10) 
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LESSONS  IN  ECONOMICS,  LESSONS  IN  SOCIAL  STUDIES 

BY  MAGGIE  BRYDGES 


he  numbers  come  easily  to  James  V.  Koch, 
sixth  president  of  Old  Dominion  University  and, 
not  incidentally,  a  Ph.D.  in  economics:  "Studies 
show  that  every  $1  million  generated  by  faculty 
research  creates  38  jobs.  Old  Dominion 
University  generates  50  times  that  amount  each 
year,  translating  to  1,900  jobs  and  a  $120-mil- 
)n  impact  on  the  community  from  research  alone  .  .  .  The 
ross  effect  of  all  Old  Dominion 
niversity  activity  is  about  $500 
iM lion  each  year."  But  the  sum 
)tal — however  significant — 
oesn't  really  do  justice  to  the 
niversity's  influence  on 
ampton  Roads.  This  is  a  story 
innovation,  experimentation, 
eative  alliances  and  a  new 
erspective  on  teaching  and 
arning. 

Today's  students  are  older. 

ed  to  jobs  and  families.  More 

obile.  Have  tighter  budgets, 
fact,  according  to  the  national 

/erage,  fewer  than  15  out  of 

30  of  today's  typical  under- 

aduate  college  students  go  to 

3hool  full-time  and  live  on  cam- 

us.  "The  traditional  four-year, 
hdergraduate,  students-in-resi- 
;ence  college  experience,  how- 
ver  wonderful,  is  much  less 
pmmon,"  says  Koch.  "Insti- 
Itions  have  to  accept  and  meet 
lie  change." 

■  TELETECHNET  is  one  of  Old 
ominion  University's  most 
npressive  responses  to  the  new 
pvironment.  It's  a  leading- 
!dge,  statewide  educational  tele- 
ision  network  that  teaches  stu- 
jents  via  satellite  programming. 
TELETECHNET  is  a  convenient, 
pst-effective  way  to  bring  edu- 
ction and  training  to  those  in 

pmote  areas  or  who,  for  financial  or  other  reasons,  cannot 
bend  a  college  or  university.  It  currently  serves  3,000  stu- 
jents,  most  recently  graduating  100  nurses  from  the  Eastern 
ihore  of  Virginia,  a  50-mile,  $20-toll  commute  from  the  Norfolk 
jampus.  By  the  turn  of  the  century,  the  system  is  expected  to 
Iffer  400  courses  to  more  than  12,000  students. 

Interesting  alliances  with  local  and  regional  organizations 
ke  Continuous  Electron  Beam  Accelerator  Facility  (CEBAF) 
nd  the  NASA  Langley  Research  Center  also  allow  the  uni- 
fersity  to  affect  an  ever-broadening  segment  of  the  popula- 


Old  Dominion  University,  in  partnership  with  NASA  Langley 
Research  Center,  continues  to  push  the  envelope  of  aerodynamics 
research.  Above,  an  Old  Dominion  faculty  member  and  graduate 
students  discuss  measurements  that  are  vital  to  the  development  of 
efficient,  next-generation  supersonic  transport  aircraft. 


Old  Dominion  University 

Fact  Sheet 

Undergraduate  enrollment:  10,500 
Graduate  enrollment:  5,500 
International  students  from  80  countries 
40  National  Merit  Scholars 
85  bachelor's  degrees 
54  master's  degrees 
18  doctoral  degrees 
Alumni:  60,000 
19  NCAA  athletic  championships 


tion.  Old  Dominion  University  receives  more  funding  from 
NASA  for  research  projects  than  any  other  college,  university 
or  institution  in  the  state,  and  it  is  working  with  it  toward  the 
establishment  of  an  aeronautics  institute. 

The  Entrepreneurial  Center  assists  local  businesses,  and 
has  created  or  saved  about  350  local  jobs  within  the  past  five 
years.  Programs  like  the  Military  Career  Transition  Program, 
the  International  Maritime  Port  and  Logistics  Institute  and  the 

Applied  Marine  Research 
Laboratory  are  examples  of  suc- 
cessful, carefully  planned  sym- 
bioses  in  this  community  marked 
by  the  waterfront,  the  ports  and 
the  U.S.  Navy. 

"Sometimes  we  lead,  some- 
times we  follow,"  says  Koch. 
"It's  a  true  partnership,  one  that 
pools  our  strengths  with  the  nat- 
ural advantages  of  the  region." 
He  believes  it's  a  powerful  com- 
bination that  can  lead  to  nation- 
al— and  international — recogni- 
tion for  Old  Dominion  University 
and  for  Hampton  Roads. 

In  some  respects,  it  already 
has. 

Old  Dominion  University's 
Commonwealth  Center  in  Coastal 
Physical  Oceanography  offers  an 
oceanography  program  that  is 
one  of  the  top  five  in  the  nation. 
The  CEBAF  affiliation  has  brought 
a  wealth  of  physics  expertise  to 
the  area,  including  more  than  a 
dozen  nationally  and  internation- 
ally renowned  scholars. 
TELETECHNET  marks  Old 
Dominion  University  as  an  inter- 
national leader  in  telecommuni- 
cations education. 

But  neither  Koch  nor  his  uni- 
versity is  resting  on  these  lau- 
rels. Koch  sees  the  potential 
for  expansion  and  innovation 
everywhere,  "but .  .  .  it's  a  question  of  focus,  of  choosing 
wisely."  One  priority  is  to  expand  the  150-acre  campus  by 
40%,  including  a  $25  million,  8,000-  to  10,000-seat  convo- 
cation center.  But  even  in  this  project,  the  theme  of  com- 
munity partnership  is  paramount.  "Our  plans  are  to 
change  the  face  of  this  entire  side  of  town  with  a  mix  of 
research  and  high-quality  retail  space,  theaters  and  gro- 
cery stores.  This  isn't  an  ivory-tower  monument  to  Old 
Dominion  University,  but  a  way  for  us  to  become  an  ever- 
more-integrated part  of  the  community,"  says  Koch. 


The  Ports  of  Virginia  have  the  natural  advantage  of  being  only  18  miles 
from  the  open  sea  with  50  foot  channels  and  no  obstructions  that  allow 
increased  maneuvering  of  even  the  larger  vessels. 

The  ports  provide  a  direct  link  from  the  terminals  to  2/3  of  the  U.S. 
population  within  24  hours.  Our  mid-Atlantic  location  allows  us  to  be  a 
gateway  to  the  world,  without  congestion,  thanks  to  over  75  lines  and 
one  of  the  most  frequent  direct  sailing  schedules  on  the  U.  S.  East  Coast. 


You  can  rest  assured  the  entire  port  community  is  working  togetl 
create  an  environment  of  success  and  growth.  For  more  informatic 
us  your  mailing  addresses  for  a  free  video  tour  at  (804)683-8500. 

i  &i 1116  Ports  of  Virginia 

l  OBJ  ONE  STOP  AMERICA  AND  THE  WORLD 
XT^j/   600  World  Trade  Center.  Norfolk,  VA  23510  (804)683-8000 
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yhe  most  precious  commodity  in  Virginia's  Hampton  Roads  is 
water.  This  liquid  asset  includes  a  commercial  port  that  is  one 
|)f  the  largest— and  strongest— in  the  world.  Any  spot  along  the 
Ivaten'ront  of  the  harbor  is  ringside  to  the  daily  drama  of  a  work- 
ing port.  Yet  this  scene  is  more  than  an  industrial  ballet  of 
xranes  and  cargo:  It  represents  1 13,338  jobs,  $323  million  in  tax 
levenues  and  more  than  $2.9  billion  in  annual  wages. 

HE  PORT 

Hampton  Roads  is  not  only  a  working  port,  but  a  port  that  works  well. 
I 'he  Ports  of  Virginia  are  consistently  cited  as  a  model  by  the 
International  Longshoremen's  Association  for  labor/management  har- 
Inony;  no  local-based  strike  has  occurred  on  the  Virginia  waterfront  in 
tnore  than  a  decade. 

lOne-stop  shipping"  offers  every  conceivable  facility  and  resource 
fcr  importing  or  exporting.  General  cargo  traffic  has  increased  by 
Inore  than  300%  in  the  past  ten  years,  making  Virginia  Ports  the 
fastest  growing  in  the  nation. 

|  It's  all  concentrated  here  in  what  is  per- 
haps the  world's  greatest  natural  harbor— 
;e-free  year-round,  18  miles  from  the  open 
ea,  with  50-foot  channels  and  no  bridges 
b  obstruct  passage  of  the  largest  ships. 

As  the  first  trading  ports  in  America,  the 
'orts  of  Virginia  have  been  popular  for 
hipping  for  almost  400  years,  but  never 
lore  so  than  today.  More  than  80%  of  the 
/orld's  leading  shipping  lines  call  here, 
he  Hampton  Roads  harbor  boasts  the 
ireatest  volume  of  total  tonnage  on  the 
:ast  Coast,  and  leads  the  world  in  coal 
exports,  handling  an  average  of  65  million 
d  70  million  tons  each  year. 

Four  state-owned  general  cargo  termi- 
lals— Newport  News  Marine  Terminal, 
Jorfolk  International  Terminals,  Portsmouth 
/larine  Terminal  and  the  Virginia  Inland 
'ort  in  Front  Royal— share  the  harbor  with 
nore  than  20  privately  owned  terminals. 

While  the  Ports  of  Virginia  have  been 

ilessed  with  the  natural  advantages  of 

leir  location,  the  Hampton  Roads  mar- 

ime  community  works  hard  to  maintain 
Ither  competitive  advantages,  including 
tie  impressive  size  of  the  facilities,  the 
jiolume  of  traffic,  the  broad  scope  of  services  and  numerous  destina- 
ions  served. 

HAMPTON  ROADS  MARITIME  ASSOCIATION 

lince  its  establishment  in  1920,  the  Hampton  Roads  Maritime 
Association  (HRMA)  nas  actively  promoted  development  of  the  Port  of 
flampton  Roads  and  the  success  of  the  many  companies  that  make 
ilirginia  a  leader  in  today's  commercial  shipping  arena. 
V  The  Association,  one  of  the  oldest  in  the  nation,  plays  an  increasingly 
| ital  role  in  Virginia's  evolution  as  a  world-class  leader  in  the  port  industry 
I "hrough  the  active  involvement  of  its  600-plus  members,  representing  vir 
iially  every  industry  in  Hampton  Roads,  HRMA  has  effectively  incorporat- 
ed a  policy  of  cooperation  under  which  the  ports  have  flourished. 

j!  As  the  link  that  joins  port  terminals,  rail,  shipbuilding  and  ship  repair, 
warehousing,  trucking  and  all  other  components  of  the  port  in  one  uni- 
ied  organization,  HRMA  provides  a  valuable  resource  to  the  shipping 
vorld.  To  obtain  additional  information  on  the  many  services  offered  in 
: Hampton  Roads,  contact  HRMA  at  (804)  622-2639. 

SAIL 

/irginia  Ports  have  long  maintained  a  reputation  for  efficient  and 
Ijncongested  intermodal  service.  The  bottom  line  is  in  the  numbers: 


The  Ports  of  Virginia  transport  more  intermodal  containers  to  more  citi 
faster  and  more  efficiently  than  any  other  port  in  the  U.S. 

As  the  biggest  intermodal  facility  on  the  U.S.  East  Coast,  Hampton 
Roads  offers  five  direct-service  trains  to  28  cities  per  day,  each  of 
which  can  carry  virtually  any  size  container.  Each  terminal  in  the  port 
has  on-site  rail  connections,  and  CSX  and  Norfolk  Southern  offer  single- 
and  double-stack  train  service  direct  from  the  docks. 

SHIPBUILDING  AND  SHIP  REPAIR 

Hampton  Roads  has  one  of  the  most  immense,  competitive  and  techno- 
logically sophisticated  shipbuilding  complexes  in  the  world,  with  the 
ability  to  repair  even  fully  loaded  commercial  ships.  In  the  harbor  are 
more  than  a  dozen  shipyards,  varying  in  size  and  capability,  including 
several  of  the  oldest  and  largest  private  shipbuilding  and  repair  facili- 
ties in  the  country. 

For  instance,  Norfolk  Shipbuilding  and  Drydock  Corporation  is  a  pri- 
vately held  company  that  has  served  the  Port  of  Hampton  Roads  and 
the  marine  industry  since  1915.  It  is  among  the  largest  and  most  mod- 
ern ship  repair  facilities  on  the  East 
Coast,  dry  docking  more  than  80 
vessels  a  year. 

Newport  News  Shipbuilding  is 
considered  the  Western  Hemi- 
sphere's most  diversified  private 
shipbuilder  and  ship  repairer,  hav- 
ing built  nearly  800  ships  and 
repaired  many  times  that  number 
since  1886.  It  is  Virginia's  largest 
private  employer,  with  more  than 
20,000  employees  who  work  within 
a  virtual  "shipbuilding  city"— a  550- 
acre  facility  including  eight  dry 
docks  and  piers. 

WAREHOUSING 

The  ports  in  Hampton  Roads  pro- 
vide a  wealth  of  warehousing 
space  for  even  the  most  special- 
ized cargo,  on-  or  off-terminal.  All 
facilities  feature  necessary  support 
services  such  as  fumigation,  refrig- 
eration, weighing  and  sampling 
and  full-time  security.  In  addition, 
various  warehouses  in  the  area 
offer  U.S.  Customs  bonded  stor- 
age, U.S.  Customs  bonded  con- 
tainer-freight station  facilities,  haz- 
ardous material  warehousing,  Alcohol,  Tobacco  and  Firearms  bonded 
storage  and  U.S.  Department  of  Agriculture  inspection  facilities. 

The  Hampton  Roads  Public  Warehouse  Association  exemplifies  the 
unity  of  port  services  in  Hampton  Roads.  The  Association  consists  of 
four  public  warehouses  that  work  closely  with  the  Ports  to  offer  off-ter- 
minal support  services  for  customers.  Through  the  Association,  mem- 
ber companies  offer  general  and  contract  warehousing,  trucking  ser- 
vices, weighing  and  sampling  and  full-time  security.  Association  mem- 
bers are  D.D.  Jones  Transfer  &  Warehouse  Inc.,  (804)  494-0281; 
Givens  Inc.,  (804)  420-0443;  Norfolk  Warehouse  Distribution  Centers 
Inc.,  (804)  857-6081,  and  Southgate  Terminal  Warehouse  Company, 
(804)  855-1934. 

TRUCKING 

More  than  50  motor  carrier  companies  operate  here,  offering  full 
freight-handling  and  load-consolidation  services.  These  include  com- 
mon carriers  that  provide  fast,  efficient  service  over  both  regular  and 
irregular  routes,  contract  carriers  that  handle  freight  transported  under 
specific  agreement,  local  agents  for  short-haul  movements,  refrigerat- 
ed carriers,  tank  trucks  and  household  goods  carriers.  A  modern  net- 
work of  interstate  and  local  highways  permits  fast,  direct,  inland  motor- 
freight  transportation  to  any  point  in  the  U.S. 


ONE  STOP 


INVIRGINIA 


In  1978r  Spirit  Cruises  launched 
a  new  Norfolk  waterfront. 

16  short  years  ago,  wc  led  as  llie  first  player  in  Norfolk's  dramatic  waterfront 
revitalization  and  went  on  to  build  the  largest  fleet  of  harbor  cruise 
ships  in  the  world.  From  our  first  Spirit  of  Norfolk,  we've  grown  to 
16  ships  coast-to-coast  offering  the  most  unique  special  events  and 
dining  cruises  in  the  nation.  Call  our  headquarters  in  Norfolk 
and  put  this  leadership  to  work  for  your  special  occasions  today. 


1-800-8-SPIRIT 


SPIRIT 
CRUISES 

Something  different.  Something  fun. 


BALTIMORE  -  BOSTON  -  CHICAGO  -  NEW  JERSEf  ■  NEW  YORK  •  NORFOLK  ■  PHILADELPHIA  -  SEATTLE  -  WASHINGTON,  D.(. 
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(continued  from  page  A6) 

disappeared.  Attempts  to  revive  the 
area  have  included  closing,  then  re- 
opening it  to  traffic.  Nothing  has  really 
taken  hold — until  now. 


HAULING  ANCHOR 

The  people  of  Norfolk  found  it  hard  to 
believe  these  things  would 
ever  change. 


But  what  appeared  to  be  disinterest 
and  inertia  were  actually  patience  and 
planning. 

"Good  leadership  doesn't  always  mean 
a  high-profile,  'fast-action  hero' 
response  to  things,  some- 
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thing  that  has  been  hard  for  some  to 
understand,"  says  Bob  Smithwick, 
director  of  Norfolk's  Department  of 
Development.  "[But]  the  city  council 
has  stayed  the  course,  followed  the 
recommendations  for  long-term,  posi- 
tive growth  versus  a  flash  in  the  pan. 
We  were  willing  to  wait  until  we  had  the 
highest  quality  projects  lined  up,  with 
just  the  right  debt  equity  and  financing. 
Granby  Street,  the  17  acres — despite  a 
lot  of  concern  about  these,  we  followed 
the  rising  tide  theory,  which  says  that  if 
we  create  the  right  channel,  the  right 
path  to  the  open  sea,  then  when  the 
tide  comes  in,  all  the  boats  in  our  fleet 
will  rise  to  the  same  level." 

And  they  have.  Cast  off  from  the  moor- 
ings of  apathy  and  inactivity,  the  Granby 
Street  area  will  soon  become  the  site  of 
one  of  the  country's  most  innovative 
urban  campuses,  an  "academic  village" 
with  landscaping  that  will  create 
enclaves  like  a  reading  garden,  while 
preserving  and  renovating  key  historic 
buildings  as  part  of  the  Tidewater 
Community  College  complex. 

The  opening  of  the  campus,  scheduled 
for  August  1996,  involves  the  renova- 
tion of  three  major  downtown  buildings, 
including  a  seven-story  landmark 
department  store.  Construction  began 
recently  on  a  four-story  science  and 
student-services  building,  which  will 
be  flanked  by  a  carefully  land- 
scaped college  square.  "With  an 
anticipated  open  enrollment  of 
more  than  5,000  students,  the  col- 
lege is  expected  to  have  a  sub- 
stantial impact  on  the  economic 
turnaround  of  the  downtown 
area,"  says  Dr.  Larry  L. 
Whitworth,  president  of 
Tidewater  Community 
College. 

Local  projects.  Regional 
investment.  National  atten- 
tion. And  world-class 
enthusiasm  from  everyone 
involved.  "We  feel 
Norfolk  plays  a  major 
role  in  making  the 
region  desirable,  and 
we  are  pleased  and 
proud  to  have  con- 
tributed to  its  growth 
and  success  through 
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jjjch  projects  as  The  Waterside  festi- 
val marketplace,  Dominion  Tower  and, 
Iiost  recently,  the  downtown  campus 
§  the  Tidewater  Community  College 
|/stem,"  says  Michael  W.  McCabe, 
Iresident  of  the  Harvey  Lindsay 
ommercial  Real  Estate  Company. 

his  is  just  the  beginning.  Mayor  Paul 
raim  sees  an  increasingly  bright 
iture  for  the  city,  with  plans  that 
iclude  riverboat  gaming,  another 
otel  and  a  professional  sports  fran- 
hise.  "I  think  we  have  the  leadership, 
le  population  base,  the  vision  and  the 
roven  sports  enthusiasm  to  support  a 
lajor-league  team.  It  would  be  a 
gionwide  enterprise,  benefiting  all  of 
ampton  Roads,"  he  says. 

ity  officials  are  collaborating  with  Old 
)ominion  University  about  the 
rospect  of  developing  a  $40  million, 
8,000-  to  20,000-seat  auditorium  to 
ccommodate  such  plans. 

WATERMARKS 

redictably,  geography  steers  the 
ampton  Roads  economy,  with  water- 
orne  commerce,  shipbuilding  and 
hip  repair,  the  military  and  tourism 
)pping  the  list.  Tourism  accounts  for 
bout  4  million  visitors  each  year,  gen- 
rating  $1.6  billion  and  creating 
0,000  full-  and  part-time  jobs, 
eafood  is  a  "cash  crop,"  a  $400  mil- 
on  industry  statewide,  most  of  it  ten- 
lered  in  Hampton  Roads. 

he  military  has  long  been  a  main- 
tay.  "A  healthy  percentage  of  our 
opulation  of  1.7  million  people  are 
rvolved  with  the  military,"  says 
Harry  Train,  former  commander-in- 
hief  of  the  Atlantic  Fleet,  admiral 
jJ.S.  Navy  (retired)  and  president  of 
uture  of  Hampton  Roads,  a  group 
if  business  leaders  dedicated  to 
romoting  regional  growth.  "About 
30,000  families  draw  Navy  pay- 
hecks.  Of  those,  1 10,000  are  active 
iuty  and  the  remainder  are  retired, 
iependents  or  families  of  the  retired, 
hirty  thousand  civilians  work  for  the 
vlavy.  And  it's  important  to  remem- 
)er  that  Hampton  Roads  is  home  to 
[;very  branch  of  the  military,  not  just 
he  Navy." 


WATERSIDE 

C i  V  2/  ICC  ~ll<VZ 

The  Waterside  Connection,  a  total  convention  concept  linking  Norfolk's 
beautiful  downtown  waterfront  facilities  by  skywalks  or  covered  ground- 
level  paths,  brings  business  visitors  and  vacationers  near  more  than  800 

first-class  hotel  rooms,  dozens  of  deluxe  meeting 
rooms,  100-plus  shops  and  restaurants  at  The 
Waterside  festival  marketplace,  more  than  100 

free  festivals  and  concerts  presented  year-round 
by  Festevents,  harbor  cruises  and  the  nautical- 
themed  Harbor  Park,  home  of  the  Norfolk  Tides 
baseball  team. 

©  Located  in  the  heart  of  the  Waterside  dis- 
trict is  NAUTICUS,  the  National  Maritime  Center. 
This  spectacular  new  multi-level  showplace  of  ocean  power 
and  wonder  emphasizes  high-tech,  high-touch  exhibits,  displays  and 
shows.  Visitors  can  participate  in  the  world's  first  group  Virtual  Reality 
experience,  touch  a  live  shark,  operate  an  AEGIS  destroyer  under  attack, 
hunt  a  killer  sub,  navigate  a  supertanker  and  much  more!  For 
information,  call  800/664-1080. 

©  Norfolk's  international  seaport  serves  as  a 
grand  setting  for  the  Norfolk  Omni  Waterside 
Hotel.  The  only  Norfolk  hotel  situated  on  the 
Elizabeth  River,  the  Omni  offers  a  panoramic 
water  view  from  its  Riverwalk  Restaurant  and 
outdoor  Veranda  Cafe.  With  446  deluxe  guest 
rooms  and  flexible  meeting  space,  the  Omni 
Waterside  presents  an  attractive,  hospitable  envi- 
ronment for  executives,  leisure  travelers  and  con- 
ventioneers alike.  For  information,  call  804/622-6664. 

©  An  equally  impressive  vantage  point  is  offered  by  the 
elegant  Norfolk  Waterside  Marriott,  situated  near  the 
waterfront  in  the  heart  of  the  financial  and  business  dis- 
trict. Each  of  its  405  guest  rooms  features  two  telephones 
and  a  computer  modem  hookup.  A  business  center,  two 
luxurious  boardrooms  (among  21  function  rooms), 
concierge  floors  and  lounge,  health  club  and  down- 
town's only  heated  indoor  pool  complement  the  experi- 
ence. For  information,  call  804/627-4220. 

0  Adjoining  the  Marriott  is  the  Norfolk  Waterside 
Convention  Center,  a  meeting  facility  that  offers  spe- 
cial amenities  and  professional  services  of  the  highest 
standard.  Chandeliers,  plush  wall  coverings,  antiques 
and  original  art  create  the  perfect  environment  for 
meetings  of  all  sizes.  For  infonnation,  call  804/628-6501. 

The  realty  firm  of  Harvey  Lindsay  Commercial  Real  Estate  has  played  an 
important  role  in  the  renaissance  of  the  waterfront  area  and  the 
overall  redevelopment  of  Norfolk.  As  part  of  The 
Waterside  Connection,  Harvey  Lindsay  is  a  cat- 
alyst in  the  area's  continued  development  as  a 
thriving  community  and  travel  destination.  For 
information,  call  804/640-8700. 

For  a  copy  of  the  Greater  Norfolk  Visitors  Guide 
magazine  or  a  Norfolk.  Meeting  Planner,  call  the 
Norfolk  Convention  &  Visitors  Bureau  at 
800/368-3097 


Use  Natural  Gas 
And  Save 

A  Nice  Round 
Figure. 


Just  a  reminder  that  the  most 
economical  energy  source  for  your 
business  is  also  the  cleanest. 

/t$  Virginia  Natural  Gas 

****  A  CNC  COMPANY 

CNG  is  a  registered  service  mark  of 
Consolidated  Natural  Gas  Company 
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NORFOLK      WHERE  BUSINES 

&  HAMPTON  ROADS 


Cutbacks  in  military  spending  following 
the  Cold  War  have  affected  the  region, 
but  not  dramatically.  While  not  as  big 
as  it  once  was,  Hampton  Roads  retains 
its  status  as  the  largest  naval  base  in 
the  world.  The  total  economic  impact 
of  the  Navy  on  Hampton  Roads  was 
$7.4  billion  in  1993,  an  increase  of  $533 
million  over  1992.  And  while  not 
immune  from  its  own  base  closings,  the 
region  is  already  gaining  from  the 
downsizing  or  elimination  of  military 
installations  elsewhere.  Norfolk  alone 
has  10,000  more  uniformed  personnel 
here  today  than  in  1993,  and  insiders 
predict  that  Hampton  Roads  will  soon 
become  "the  Pentagon  by  the  sea." 

Shipbuilding  has  probably  been 
hardest  hit  by  the  new  world  order, 
so  it  is  diversifying  into  private-sec- 
tor manufacturing  and  commerce. 
The  Norfolk  Naval  Shipyard, 
Norshipco  and  Newport  News 
Shipbuilding  have  all  reduced 
their  work  forces,  but  with  help 
from  Virginia's  five  representa- 
tives in  both  House  and  Senate 


Armed  Services  Committees,  recent 
favorable  legislation  has  mitigated 
some  of  the. losses. 

Hampton  Roads 
has  been  distin- 
guished as  the 

fastest  growing  port 
in  the  nation  and 

largest  in  tonnage  on 

the  East  Coast,  mak- 
ing the  area  a  key 

player  in  the  global 
economy. 

The  Ports  of  Virginia,  however,  are 
coming  on  strong.  Hampton  Roaas 
has  been  distinguished  as  the  fastest 
growing  port  in  the  nation  and  largest 
in  tonnage  on  the  East  Coast,  making 
the  area  a  key  player  in  the  global 
economy.  "The  Ports  of  Virginia  offer 
flexible  services  to  the  more  than  75 
ship  lines  that  call  here,  including  com- 


petitive rates,  excellent  rail  service,  top 
notch  facilities  and  a  cooperative  work 
force.  That  translates  into  more  than 
1 13,000  jobs,  $2.9  billion  in  wages  ancj 
$323  million  in  taxes,"  according  to  Joe 
Dorto,  general  manager  of  Virginia 
International  Terminals,  the  general 
cargo  terminals  owned  and  operated 
by  the  Virginia  Port  Authority. 

Port  business  is  obviously  a  boon  to 
the  statewide  economy  as  well. 
"Having  the  Port  of  Hampton  Roads 
as  one  of  the  world's  largest,  naturally 
deep,  ice-free  harbors  is  an  invaluable 
asset  to  the  Commonwealth  of  Virginia 
and  to  our  customers  around  the 
world,"  says  Wayne  L.  Sterling,  director 
of  the  Virginia  Department  of  Economid 
Development. 

Private  investment  in  the  port  is  no  lessl 
significant,  and  those  interests  are  rep-| 
resented  by  the  Hampton  Roads 
Maritime  Association,  a  consortium  of 
more  than  400  businesses  involved  in 
waterborne  commerce.  "Ours  is  a  pri- 
vate, non-stock  corporation  that  advo- 
cates for  the  port  by  monitoring  fees, 
regulations  and  legislation,  acting  as  a 
watchdog  to  promote  optimum  condi- 
tions," says  the  organization's  executive 
director,  Jeff  Keever. 

Norfolk  Southern  Corporation,  one  of 
the  nation's  busiest  railroads  and  most 
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One  Of  The  Advantages 
Of  Locating  In  Norfolk IsThis 
Landmark  100  Miles  Away. 

It's  the  Virginia  State 
Capitol.  And  from  it  come  the 
pro-business  programs  and 
policies  that  make  Virginia  so 
attractive.  Like  our  right-to- 
work  laws.  Free  recruitment 
and  training  programs  for  new 
industries.  A  corporate  income 
tax  that's  risen  only  once  in  46 
years.  And  for  manufacturers,  the  lowest-cost  workers  compensation  insurance 
in  the  nation.  For  a  complete  list  of  benefits,  call  804-371-8202,  fax  804-786-1121, 
or  write  Wayne  Sterling,  Director,  Virginia  Department  of  Economic 
Development,  P.O.  Box  789,  Richmond,  Virginia  23206-0789.  And  move  your 
company  to  Virginia.  We  can  always  use  another  important  landmark. 
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successful  FORBES  500s  companies, 
elocated  its  corporate  headquarters  to 
[slorfolk  a  few  years  ago.  One  of  five 
,ail  services  to  the  area,  it  is  by  far  the 
argest,  with  lines  that  extend  over  more 
han  14,500  miles  in  20  states.  It 
jmploys  1 ,476  Hampton  Roads  citizens, 
^presenting  an  annual  payroll  of  $69.4 
nillion  and  contributing  about  $2.5  mil- 
ion  each  year  to  the  Hampton  Roads  tax 
Dase,  including  $1.5  million  to  Norfolk 
alone. 

'Norfolk,  with  its  international  port, 
gives  Norfolk  Southern  a  convenient 
and  important  link  to  the  world  market, 
/vhich  is  critical  since  our  customers 
lave  increasingly  global  operations," 
says  Norfolk  Southern  Chairman, 
Resident  and  CEO  David  R.  Goode. 
The  port  obviously  plays  a  key  role  in 
ntermodal  business,  a  growth  segment 
:or  our  company  and  the  fastest  grow- 
ng  business  in  the  rail  industry.  In 
11993  alone,  container  traffic  in  South 
Hampton  Roads  totaled  145,291  units, 
with  Norfolk  Southern  involved  in  a 
majority  of  those.  Our  facilities  here 
give  our  customers  a  direct  link  to  the 
rMidwest  and  the  rest  of  the  world. 

:"ln  addition,  our  single  largest  com- 
modity is  coal,  and  since  1883,  when 
ithe  first  carload  moved  eastward, 
| Norfolk  has  been  key  to  our  coal  oper- 
lations.  Today  coal  represents  close  to 
jja  third  of  our  freight  revenues.  Our 
iLamberts  Point  transloading  facility, 
jwhich  serves  international  and  coastal 
(customers,  handled  some  27.5  million 
tons  [in  1993],  Needless  to  say,  with 
(numbers  like  these  in  coal  and  inter- 
modal  traffic,  Norfolk  is  clearly  of  key 
significance  to  our  company." 

i  LANDFALL! 

Of  course,  there  are  plenty  of  "landlub- 
ber" businesses  as  well,  including  the 
(staples  of  manufacturing,  financial  ser- 
vices and  health  care.  More  than  865 
manufacturing  firms  are  based  in 
Hampton  Roads,  though,  not  surpris- 
ingly, the  transportation  industry,  with 


its  consequent  emphasis  on  shipbuild- 
ing, leads  the  pack.  According  to  the 
Virginia  Department  of  Economic 
Development,  the  overall  Hampton 
Roads  economy — combining  manufac- 
turing, trade,  services  and  govern- 
ment— represents  600,000  jobs. 

In  the  service  sector,  Hampton  Roads 
is  home  to  more  than  30  banks  and  sav- 
ings and  loans,  and  75  credit  unions. 
Sentara  Health  System,  one  of  the 
region's  top  ten  private  employers,  is 
based  here,  as  are  Riverside  Health 
System,  First  Hospital  Corporation  and 
Tidewater  Health  Care.  Dozens  of  hospi- 
tals, both  public  and  private,  serve  the 
region,  including  ten  acute-care  hospitals. 

During  the  past  ten  years  the  region 
has  been  able  to  attract  a  significant 
cross-section  of  businesses,  including 
firms  such  as  United  Services  Auto- 
mobile Association  (USAA)  insurance, 
which  constructed  a  $30  million, 
500,000-square-foot  mid-Atlantic 
regional  headquarters  here  on  land 
purchased  from  Norfolk  at  market  cost. 
The  national  mail-order  company  Lillian 


Vernon  expanded  to  Virginia  Beach, 
lured  by  the  promise  of  a  large  skilled 
labor  pooi  and  lower  cost  of  living. 
Manufacturing  concerns  like  Canon,  in 
Newport  News,  and  Sumitomo,  in 
Chesapeake,  also  relocated  here, 
attracted  by  the  quality  of  life, 
impressed  by  the  strong  commitment 
to  public/private  partnership  and  inter- 
ested in  developing  the  market  poten- 
tial of  a  region  located  within  750  miles 
of  three  fifths  of  the  nation's  population 
and  two  thirds  of  all  U.S.  industrial 
activity. 

"It's  been  a  great  growth  region  for  us," 
says  William  E.  Fritsche  Jr.,  president 
and  CEO  of  Virginia  Natural  Gas.  "Our 
service  to  Hampton  Roads,  among  the 
30  largest  metropolitan  statistical  areas 
in  the  nation,  has  allowed  us  to  expand 
considerably.  We  recently  completed 
a  135-mile  pipeline  from  northern 
Virginia  to  Williamsburg,  with  a  total 
service  area  of  4,000  square  miles  cov- 
ering eight  counties." 

Norman  Neal,  general  manage."  for  Bell 
Atlantic/Eastern  Virginia,  notes  that  Bell 
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Eastern  Virginia 
Medical  School 

Established  1973 

Promoting 
Medical  Education, 
Research, 
and  Patient  Care 
Through 
Regional  Partnerships  in 
Hampton  Roads 

Eastern  Virginia  Graduate  School  of  Medicine  ♦  Jones 

Institute  for  Reproductive  Medicine  ♦  Center  for 
Urological  Oncology  ♦  Diabetes  Institutes  ♦  Center  for 
Pediatric  Research  ♦  Centra  for  the  Advancement  of 
Generalist  Medicine  ♦  Sleep  Disorders  Center  ♦  Hearing 

and  Balance  Center  ♦Contraceptive  Research  and 
Development  ♦  Head  and  Neck  Tumor  Biology  Program  ♦ 
AIDS  Resource  Center 


Atlantic  is  "making  substantial  invest- 
ments in  Hampton  Roads.  This  is  one 
of  only  six  markets  nationwide  where 
we  are  initiating  interactive,  multimedia 
TV  because  of  the  broad  middle-class 
economic  base  and  the  fact  that  the 
military  population  tends 


to  be  trained  on — and  highly  receptive 
to — new  technologies." 

Increasingly,  the  region  is  attracting 
international  companies — more  than 
113  foreign-based  firms  have  located 
here  during  the  past  decade,  repre- 
senting a  capital  investment  of  $1  bil- 
lion— as  well  as  national  companies 
with  global  ambitions. 

"More  than  80,000 
are  enrolled  in  the 
region's  universities 
and  colleges,  repre- 
senting an  economic 
impact  of  $2.3  bil- 
lion, "  says  Old 

Dominion 
University's  Dr. 
James  Koch. 


And  you  can  get  there  from  here.  The 
Norfolk  International  Airport,  "one  of  the 
fastest-growing  airports  in  the  nation," 
according  to  Ken  Scott,  executive  direc- 
tor of  the  Norfolk  Airport  Authority,  accom- 
modates 2.5  million  passengers  and 
more  than  46  million  pounds  of  cargo 
each  year. 


The 


Norfo.k  Waterside  Convent.on 


Center, 


public/private  partnership 


Seven  major  carriers  serve  the  airport, 
and  there  is  an  on-site,  full-service,  fixed- 
base  operation  exclusively  for  corporate 
charters. 

SCHOOLS  OF  THOUGHT 

"Hampton  Roads  is  not  often  thought  of 
as  a  college  area,"  says  Dr.  James 
Koch,  president  of  Old  Dominion 
University,  the  area's  premier  research 
institution.  "Yet  there  is  a  surprisingly 
large  number  of  college  students  here. 
Easily  more  than  80,000  are  enrolled  in 
the  region's  universities  and  colleges, 
representing  an  economic  impact  of 
approximately  $2.3  billion,  $500  million 
of  which  has  been  generated  from  Old 
Dominion  University  alone." 

Eight  four-year  institutions  exist  in  the 
area,  including  William  and  Mary,  the 
second-oldest  college  in  the  U.S.,  and 
Virginia  Wesleyan  College,  as  well  as 
four  two-year  institutions,  two  law 
schools  and  one  medical  school. 

Norfolk's  two  universities,  Old  Dominion 
University  and  Norfolk  State  University, 
are  not  remote,  ivory-tower  institutions. 
Their  campuses  are  set  right  in  the  city 
and,  both  geographically  and  spiritually, 
are  connected  to  the  community.  Old 
Dominion  University's  $25  million 
expansion  plans  include  development 
of  the  surrounding  commercial  and  resi- 
dential area.  And  Norfolk  State 
University  recently  invited  the 
Virginia  Symphony  to  use  its  brand- 
new  $8.5  million  L.  Douglas  Wilder 
Center  for  the  Performing  Arts. 

Their  relationships  with  the  com- 
munity are  symbiotic  in  other 
ways,  too,  responding  to  the 
needs  and  the  demographics  of 
the  area  they  serve.  Old 
Dominion  University  offers  mar- 
itime courses  in  its  curriculum;  its 
oceanography  program  is  one  of 
.the  top  five  in  the  nation.  Norfolk 
State  University  is  the  nation's 
fifth-largest  historically  black 
university  in  a  metropolitan  area 
that  has  the  fourth-largest  per- 
centage of  African-Americans 
in  the  U.S. 

"As  such  we  have  a  special 
responsibility  to  the  community, 
which  we  fulfill  through  a  num- 


You  can  always  judge  a 
great  university  by  its  resources. 


It  is  a  university's  resources  that  contribute  so  mightily  to  the  success  of  its  students. 
And  for  60  years,  Norfolk  State  University  has  combined  the  assets  of  its  faculty,  staff 
and  educational  facilities  to  create  the  nations  fifth  largest  Historically  Black  College  & 
University  (HBCU).  Created  in  1935  to  offer  quality  educational  opportunities  to 
those  with  limited  economic  means,  Norfolk  State  today  has  an  enrollment  of  over 
8,600  students  with  62  degree  programs  from  among  nine  schools.  Such  achievement 

has  been  possible  through  over  20  years  of 
stable  leadership  under  visionary  president 
Dr.  Harrison  B.  Wilson.  His  emphasis  on 
academic  resources  has  made  Norfolk 
State  University  one  of  only  four  HBCUs 
with  a  nationally  accredited  School  of 
Business  and  computer  science  program. 
Most  recently,  through  a  partnership  with 
the  NASA/Langley  Research  Center, 
Norfolk  State  has  established  a  Materials 
Research  Laboratory  currently  engaged  in 
nuclear  magnetic  resonance,  laser  spec- 
troscopy and  electron  spin  resonance 
research.  Other  equally  outstanding  accomplishments  can  be  found  in  the  Nursing, 
Music  and  Social  Work  programs.  Our  School  of  Education  graduates  more 
African-American  teachers  than  any  other  school  in  the  nation.  And  our  Army  and 
Navy  Military  Science  programs  rank  among  the  best  in  the  country.  In  addition  to  its 
month-long  Festival  of  Arts,  NSU  offers  exposure  to  the  visual,  verbal  and  performing 
arts  through  exhibits,  lectures,  concerts  and  recitals.  Norfolk  State  University  is  now 
preparing  for  the  21st  century  by  focusing  on  the  resources  that  have  produced  its  past 
successes:  motivated  leaders,  high  technology  acquisitions,  a  well  qualified  faculty  and 
promising  students.  If  you  would  like  to  know  more  about  Norfolk  State  University, 
please  call  Dr.  Jesse  Lewis,  Vice  President  for  Academic  Affairs  at  804-683-8408. 

Celebrating 

NORFOLK  STATE  UNIVERSITY 

my  ears 


NSU  Officer  Candidates  post  areas  highest  G.P.A.  hollowing  the 
Commissioning  Ceremony  recently  held  at  NSU,  top  officers  Vincent 
Giampietro  (far  left)  and  Marco  Giorgi  (far  right)  are  recognized  by  Dr. 
Harrison  B.  Wilson,  NSU  president  (center/right)  and  Rear  Adm.  Paul  D. 
Moses  (center/left)  on  their  near  perfect  grade  point  averages  of  3.96  and  4.00 
respectively.  Both  are  electronics  technology  majors.  Photo/Eugene  L.  Saunders 


Norfolk  State  University  2401  Corprew  Avenue  Norfolk,  Virginia  23504 
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ber  of  special  projects  and  programs," 
says  Dr.  Harrison  B.  Wilson,  president 
of  Norfolk  State  University.  Some  of 
these  include  plans  for  a  national 
urban  institute  to  research  urban 
issues,  creation  of  an  entrepreneurship 
program  to  provide  professional  assis- 
tance to  local  small  businesses  through 
its  nationally  accredited  School  of 
Business,  and  development  of  a  doctor- 
al degree  in  social  work  that  has 
become  one  of  the  top-rated  programs 
in  addressing  urban  concerns.  "We  are 
also  one  of  the  country's  leading  pro- 
ducers of  African-American  teachers  for 
elementary  and  secondary  schools," 
Wilson  adds. 

Visitors  are 
often  surprised  by 

the  number 
and  diversity  of 

high-quality 
cultural  activities 
that  abound  here. 

Eastern  Virginia  Medical  School, 
opened  in  1973,  has  had  a  tremendous 
impact  on  the  quality  of  health  care 
available  to  the  region,  while  also 
establishing  Hampton  Roads  as  a 
national — and  in  some  areas  interna- 
tional— health-care  leader.  "No  single 
event  has  had  more  impact  on  the 
health  care  of  this  area  than  the  cre- 
ation of  the  medical  school,  which  has 
also  had  a  strong  positive  influence  on 
the  educational  services  and  the  econ- 
omy of  Hampton  Roads,"  says  E.E. 
Brickell,  president  of  the  Medical 
College  of  Hampton  Roads,  the  gov- 
erning authority  for  Eastern  Virginia 
Medical  School. 

One  significant  example  of  this  posi- 
tive influence  was  the  creation  of  the 
Jones  Institute  for  Reproductive 


Medicine,  the  oldest  in-vitro  clinic  in 
the  U.S.  and  most  successful  in  the 
world.  It  was  founded  in  1983,  two 
years  after  the  birth  of  Elizabeth 
Jordan  Carr,  America's  first  in-vitro 
baby.  As  members  of  the  EVMS  fac- 
ulty, the  husband-and-wife  team  of 
Drs.  Howard  and  Georgeanna  Jones 
pioneered  the  process.  They  had 
been  recruited  in  1978  by  Dr.  Mason 
Andrews,  Eastern  Virginia  Medical 
School  professor  of  obstetrics  and 
gynecology  and  a  founding  father  of 
the  medical  school.  Not  incidentally, 
Andrews  is  a  former  Norfolk  mayor 
and  lifelong  community  leader. 

STARS  OF  THE  SEA 

Visitors  are  often  surprised  by  the 
number  and  diversity  of  high-quality 
cultural  activities  that  abound  here. 
The  resources  are  those  generally 
found  in  a  much  larger  metropolitan 
environment. 

Norfolk's  Chrysler  Museum,  one  of  the 
top  20  museums  in  the  nation,  accord- 
ing to  The  Wall  Street  Journal,  features 
more  than  30,000  works  spanning 
4,000  years  of  history  and  includes 
everything  from  Egyptian  and  pre- 
Columbian  works  to  a  world-renowned 
glass  collection. 

The  Virginia  Opera  has  been  called 
"one  of  the  nation's  finest  regional 
opera  companies"  by  NBC  Nightly 
News.  It  has  earned  international 
recognition  for  several  of  its  produc- 
tions and  has  performed  in  53  coun- 
tries and  on  the  BBC.  Its  home,  a  50- 
year-old  theater  and  gymnasium  built 
by  the  Navy  for  U.S.O.  shows,  has 
recently  undergone  a  $10  million  reno- 
vation and  been  renamed  the  Edythe 
C.  and  Stanley  L.  Harrison  Opera 
House,  in  honor  of  its  local  founders. 

The  Virginia  Symphony,  acclaimed  for 
its  performances  at  the  Kennedy 
Center  for  the  Performing  Arts  in 
Washington,  D.C.,  has  delighted  audi- 


ences for  more  than  75  years  as  it  con- 
tinues its  ambitious  schedule  of  more 
than  100  performances  each  season 
throughout  the  region. 

The  beautifully  renovated  Wells  Theater 
is  home  to  the  Virginia  Stage  Company 
and  is  the  only  fully  professional  resi- 
dent theater  in  the  region.  With  a 
broad  range  of  both  regional  and 
Broadway  repertoires  each  season,  it 
was  home  to  the  world  premiere  of  The 
Secret  Garden  before  its  subsequent 
successful  Broadway  run. 

Other  performing  arts  groups  include 
the  Tidewater  Performing  Arts  Society, 
the  Generic  Theater,  the  Norfolk 
Savoyards,  the  Tidewater  Winds  con- 
cert series,  the  Norfolk  State 
University  Players,  the  Old  Dominion 
University  Ballet,  Orchestra  Virginia 
Beach,  the  Norfolk  Chamber  Consort, 
the  Virginia  Ballet  Theater,  the  Little 
Theater  of  Virginia  Beach,  Portsmouth 
Community  Concerts,  the  Nova  Trio, 
Young  Audiences  of  Virginia  Inc.  and 
the  Virginia  Beach  Community 
Orchestra. 

The  visual  arts  are  beginning  to  come 
into  their  own.  Norfolk's  D'Art  Center 
contains  33  studios  for  working  artists 
and  two  galleries  for  exhibitions. 
Norfolk's  closest  neighbors,  Virginia 
Beach  and  Portsmouth,  also  feature  inter- 
esting museums  and  art  centers  such  as 
the  Arts  Center  of  Portsmouth  and  the 
Virginia  Beach  Center  for  the  Arts. 

Given  that  Hampton  Roads  and  the 
surrounding  region  are  the  "cradle  of 
the  nation,"  the  area  is  rich  in  historical 
sites  and  opportunities  like  the  Adam 
Thoroughgood  House,  believed  to  be 
one  of  the  oldest  brick  homes  in 
America.  Downtown  Norfolk  has  the 
Moses  Myers  House,  built  in  1792  by 
one  of  America's  most  successful  mer- 
chants, and  the  Willoughby-Baylor 
House,  built  in  1794  by  Captain  William 
Willoughby.  St.  Paul's  Church,  located 
nearby,  is  the  lone  survivor  of  the 
British  bombardment  of  the  city  by 
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3rd  Dunmore  in  1776.  World  War  II 
uffs  can  enjoy  the  MacArthur 
emorial,  showcase  for  memorabilia 
etailing  the  general's  life  and 
areer. 

>ne  can  also  choose  from  thematic 
ttractions,  including  the  Virginia  Air 
nd  Space  Center  in  Hampton;  the 
ife  Saving  Museum  of  Virginia, 
icated  in  Virginia  Beach;  the 
lariner's  Museum,  which 
reserves  and  interprets  3,000 
ears  of  maritime  history  within 
s  scenic  550-acre  Newport  News 
:ampus;"  the  Naval  Shipyard 
useum  and  the  Lightship  Museum, 
oth  in  Portsmouth;  and  the  Virginia 
larine  Science  Museum  in  Virginia 
each,  which  has,  in  the  few  years 
ince  its  construction,  become  one  of 
le  most  highly  attended  museums  in 
le  state. 
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THE 

RISING  TIDE 

The  first  colonists  settled  this  region  for 
the  obvious  reason  that  they  could  get 
here  by  ship,  and  for  the  purposes  of 
trading  with  and  traveling  to  other 
regions.  Despite  the  fact  that  this  abili- 
ty was  critical  to  their  survival,  the  task 


was  quite  difficult  in  the  1600s 
when  even  neighboring  regions,  sepa- 
rated by  so  much  water,  seemed  very 
far  from  one  other. 

The  objective  is  no  different  today:  to 


Bell  Atlantic  Links  Norfolk  to  World  Markets 


Would  you  invest  $275  million  in  Norfolk, 
Virginia?  We  did!  We're  Bell  Atlantic,  the  heart 
of  communication. 

Invest  your  business  in  Norfolk  and  let 
Bell  Atlantic  whisk  you  into  the  fast  lane  of 
the  Information  Superhighway.  Experience 
the  ultimate  in  intelligent  network  technologies, 
such  as: 

•  FIBER  OPTICS-SONET- based  technology 
linking  you  to  the  world  with  lightning-speed 
communications. 

•  DIGITAL  SWITCHING-provides  you  access 
to  the  data,  voice,  image  and  video  network 
of  the  21  st  century. 

•  AIN  (Advanced  Intelligent  Network)- 
Bell  Atlantic's  network  platform  of  today, 
built  for  the  future. 

•  INTERACTIVE  MULTIMEDIA  VIDEO- 

for  entertainment,  banking,  education  and 
retailing  via  TV  and  personal  computer. 
(Bell  Atlantic  will  be  among  the  first  in  the 
nation  to  offer  these  features  starting  in  1996. 
And  Norfolk  will  be  one  of  only  a  handful 
of  cities  in  the  nation  to  begin  offering  them.) 

Come  to  Norfolk...join  with  Bell  Atlantic 
...and  enjoy  life  in  the  fast  lane! 

©Bell  Atlantic 

.  THE  HEART  OF  COMMUNICATION  " 
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mesh  the  competing  com- 
mercial and  social  interests 
that  exist  in  a  region  divided 
by  waterways  and  dependent 
on  bridges,  tunnels  and  fer- 
ries. Hampton  Roads  itself  is 
split  into  two  distinct  regions: 
the  Southside,  comprising 
Norfolk,  Virginia  Beach, 
Portsmouth,  Chesapeake  and 
Suffolk;  and  the  Peninsula,  which 
includes  Hampton,  Newport 
News,  Williamsburg,  Poquoson, 
York  County,  Gloucester  County 
and  James  City  County. 

That's  why  regionalism  is  the  new 
religion  here,  with  several  groups, 
representing  both  private  and  public 
interests,  dedicating  themselves  to 
that  end.  Some  of  these  include  the 
Hampton  Roads  Chamber  of 
Commerce  and  its  economic  develop- 
ment arm,  Forward  Hampton  Roads, 
the  Hampton  Roads  Planning  District 
Commission,  a  group  called  the  Future 
of  Hampton  Roads,  the  Virginia 
Peninsula  Chamber  of  Commerce  and 
the  Virginia  Peninsula  Economic 
Development  Council. 

Motivated  by  a  changing,  more  global 
economy  and  potential  cutbacks  for  both 
the  military  and  the  shipyards,  these 
groups  have  collaborated  on  what  they 
call  Plan  2007,  "a  blueprint  for  the 
region's  future  economy."  It  is  a  "pure 
economic  development  plan,"  according 
to  Tim  Caviness,  chairman  of  the  board 
of  Forward  Hampton  Roads,  which  fund- 
ed the  effort  through  a  grant  from  the 
Economic  Development  Administration. 
The  plan  defines  those  areas  of  industry, 
commerce  and  nonprofit  services  that 
offer  the  best  opportunities  for  employ- 
ment growth  in  the  coming  years. 

"We  truly  have  a  regional  economic 
development  effort  in  which  all  the 
cities  are  key  players,"  says  Caviness. 
"We  use  Forward  Hampton  Roads  as  a 
clearinghouse.  We  sell  the  whole 
Southside  region  and  then  let  pros- 
pects pick  which  area  would  be  most 
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suitable  for  their  purposes.  Our  main 
goal  is  to  truly  create  a  partnership 
among  the  public  and  private  sectors. 
Right  now,  about  90%  of  our  funding 
comes  from  private  dollars.  We'd  like  to 
see  the  public  sector  become  an  equal 
player.  And  we  can  help  them  realize  a 
great  return  on  that  investment. 

"We  truly  have 
a  regional  economic 
development  effort  in 
which  all  the  cities 
are  key  players," 

says  Forward 
Hampton  Roads' 
Tim  Caviness. 


"For  instance,  the  $8  million  we've 
invested  in  the  Southside  in  the  past 
ten  years  has  netted  15,000  new  jobs, 
115  new  companies  and  a  total  corpo- 
rate investment  of  $800  million."  In  that 
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same  ten-year  period,  the  Virginia 
Peninsula  has  gained  more  than 
13,700  jobs,  representing  a  capital 
investment  of  $828  million,  accord- 
ing to  the  Virginia  Peninsula 
Economic  Development  Council. 
The  various  cities  and  counties,  while 
very  distinct,  have  many  common 
strengths,  including  a  large,  highly 
skilled  labor  pool  with  a  strong  work 
ethic — a  phenomenon  generally  attrib- 
uted to  the  large  number  of  retired  and 
part-time  military. 

But  there  is  still  more  to  be  done. 

"I  hope  there  will  come  a  day  when 
regionalism  is  truly  a  reality,  and  I 
believe  it  can  be  when  economic  devel 
opment  is  the  common  denominator," 
says  Bob  Smithwick,  who  obviously 
believes  that  the  rising  tide  theory  is  as 
viable  among  the  regions  as  it  has 
been  within  Norfolk.  If  so,  Hampton 
Roads — with  Norfolk  its 
figurehead — can  expect  to  ride  the 
crest  well  into  the  21st  century. 

Maggie  Brydges  is  a  freelance  writer 
based  in  Norfolk. 

All  photos  courtesy  of  the  City  of  Norfolk 
and  its  agencies. 

For  more  information,  contact  the  City  of 
Norfolk  Dept.  of  Development,  600  City  Hall 
Bldng.,  Norfolk,  VA  23501.  (804)  441-2941. 


unk  bonds,  by  and  large,  aren't  cheap  anymore, 
>ut  there  are  some  bargains  among  junk  convertibles. 

onverts  of 
he  extreme  kind 


By  Steven  Ramos 

.OOKING  FOR  A  BARGAIN    in  junk 

onds?  They  are  a  lot  scarcer  than 
ley  were  a  few  years  ago,  but  Marko 
udgyk,  general  partner  of  Helix  In- 
estment  Partners,  sees  some  buys  in 
convertible  junk — low-grade  bonds 
tiat  can  be  converted  into  shares  of 
ommon  stock  at  the  option  of  the 
lolder.  (Helix  is  the  new  name  for 
.os  Angeles- based  Houlihan  Lokey 
nvestment  Management.) 

A  convertible  blends  the  invest- 
ment features  of  common  stock  and  a 
traight  bond.  On  one  hand,  it  can  be 
een  as  a  fixed-income  investment 
/ith  an  attached  equity  kicker — 
lamely,  a  call  option  to  buy  shares  of 
tock  at  a  certain  price.  Or  the  con- 
ertible  can  be  seen  as  an  equity  sub- 
ititute,  with  a  put  option  attached 
Ihat  allows  the  holder  to  trade  in  the 
pond  for  cash  if  the  stock  does  badly, 
provided  the  issuer  isn't  bankrupt. 


When  convertibles  are  first  issued, 
they  straddle  the  fence  between  equi- 
ty and  fixed  income.  After  a  few  years 
of  trading,  they  may  veer  off  to  one 
side  or  the  other.  If  the  common  stock 
collapses,  then  the  convertible's  equi- 
ty features  shrink  in  importance.  The 
bond  trades  almost  as  if  it  had  no 
conversion  privileges.  Such  bonds  are 
called  busted  convertibles. 

In  other  cases  the  bond  may  trade 
as  an  equity  substitute,  its  value  as  a 
fixed-income  instrument,  with  a 
semiannual  coupon  and  a  redemption 
value,  almost  irrelevant. 

Budgyk  tends  to  find  his  junk  con- 
vertible bargains  at  one  extreme  or 
the  other  of  the  bond/stock  spec- 
trum. In  the  table  below  are  four  buy 
recommendations  of  each  type. 

In  the  first  group  are  the  busted 
converts.  Never  mind  the  conversion 
rights,  he  says:  These  are  trading 


cheaper  than  their  value  as  straight 
bonds.  Take  the  Data  General  7%s  of 
2001 .  S&P  rates  these  B-,  but  Budgyk 
rates  them  B+.  They  trade  at  82  ($820 
per  $1,000  of  par  value)  to  yield 
11.7%  to  maturity.  The  bond  is  con- 
vertible into  $440  worth  of  Data 
General  stock,  so  the  conversion  priv- 
ilege isn't  worth  much — maybe  $60. 
But  other  7-year  junk  of  equivalent 
credit  quality  yields  only  11%. 

In  the  second  group  are  junk  con- 
verts that  act  like  equity  substitutes. 
The  bonds  are  priced  at  a  slight  premi- 
um to  their  conversion  values — what 
they  would  be  worth  if  converted 
immediately  into  common  stock. 
Budgyk  says  that  often  the  conversion 
premiums  are  too  slight. 

The  key  concept  here  is  the  payback 
period:  how  long  it  takes  the  bond 
buyer  to  recoup,  in  higher  yield,  the 
extra  sum  he  pays  vis-a-vis  a  buyer  of 
the  equivalent  amount  of  common.  If 
a  bond  is  trading  well  below  par,  a 
short  payback  period  is  usually  a  tip- 
off  that  the  convertible  is  a  good  buy. 
That's  particularly  true  if  the  stock  is 
volatile. 

Remember,  these  equity-flavored 
converts  carry  with  them  a  built-in 
put  option:  If  the  stock  tanks,  the 
bondholder  has  the  option  of  ignor- 
ing the  conversion  right  and  handing 
in  the  bond  for  redemption  at  par 
value  when  it  matures.  The  more 
volatile  the  stock,  the  more  valuable 
this  safety  feature  is.  Hi 


Bond-flavored  convertibles 


Issuer/coupon  and  maturity 

Bond 

Conversion 

Yield  to 

Helix 

Bond 

price 

premium 

maturity 

rating1 

value2 

Atari/5V4%  of  2002 

57 

78% 

15.1% 

B 

72 

Centocor/63/4%  of  2001 

73 

217 

12.6 

B+ 

80 

Data  General/7%%  of  2001 

82 

86 

11.7 

B+ 

87 

Greyhound  Lines/81/2%  of  2007 

52% 

25 

18.3 

ccc- 

60 

Stock-flavored  convertibles 

Issuer/coupon  and  maturity 

 Price- 

 Conversion  

Yield  to 

Stock 

Helix 

Payback 

bond 

stock 

value 

premium 

maturity 

yield 

rating 

period  (years)3 

.  Argosy  Gaming/12%  of  2001 

107 

17% 

$970 

10% 

10.8% 

0.0% 

B+ 

0.8 

Greyhound  Lines/81/2%  of  2007 

52V2 

51/4 

420 

25 

18.3 

0.0 

CCC- 

1.1 

Chock  Full  o'  Nuts/7%  of  2012 

81 

53/4 

680 

19 

9.2 

0.0 

CCC+ 

1.9 

Mediq/7'/4%  of  2006 

70 

41/8 

550 

27 

13.1 

2.9 

ccc- 

2.1 

;  'Helix  financial  rating  converted  to  S&P  equivalent.   2Estimate  of  what  bond  would  be  worth  if  conversion  privilege  were  absent  and  yield  were  in  line  with 
nonconvertible  bonds  of  comparable  risk.    Conversion  premium  divided  by  the  difference  between  the  convertible  yield  and  stock  yield. 
Source:  Helix  Investment  Partners. 


lelix  likes  the  first  four  bonds  primarily  for  their  yields  and  the  next  four  primarily  as  equity  substitutes. 
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There's  nothing  sacred  about  a  tax-exempt  bond  used 
to  finance  a  worthy  cause.  Witness  the  huge  default  rate 
on  retirement-home  bonds.  . 

A  lesson  in 
tax-exempt  junk 


By  Howard  Rudnitsky 

Investors  associate  tax-exempt 
bonds  with  government  finance,  and 
thus  with  safety  of  principal.  Every 
now  and  then  they  get  a  reminder  that 
"municipal"  and  "'federally  tax- 
exempt"  are  not  synonymous  terms. 

The  most  recent  reminder  came  on 
Aug.  8,  when  Treyton  Oak  Towers,  a 
retirement  home  in  downtown  Louis- 
ville, Ky .,  filed  for  Chapter  1 1 .  Affect- 
ed were  $22  million  in  bonds.  The 
reason:  Early  residents  who  had 
bought  their  spaces  in  the  home  were 
leaving  and  getting  refunds  of  up  to 
90%  of  their  $30,000  to  $100,000 
payments. 

Unable  to  find  new  buyers,  Trey- 
ton's  management  raised  occupancy 
with  a  rental  option  but  couldn't  stem 
the  outflow  of  funds. 

No  75 -year-olds  will  be  out  on  the 
street  as  a  result  of  the  bankruptcy.  A 
bankruptcy  judge  authorized  Treyton 
Oak  to  pay  $75,000  in  wages  and 
$170,000  in  pre-petition  trade  debt. 
But  $727,000  in  interest  payments 
due  bondholders  this  month?  That 
won't  be  paid. 

Treyton  Oak  bonds  were  trading  at 
60  cents  on  the  dollar  before  the 
bankruptcy  filing,  which  took  even 
some  professional  traders  by  surprise. 
Recent  bid:  45,  according  to  Dan 
Hendrick,  who  trades  bonds  for  Cal- 
ton  &  Associates,  in  Atlanta. 

There  has  been  a  long  string  of 
defaults  among  tax-exempt  bonds 
used  to  finance  retirement  homes.  In 
December  1991  Hallmark  Homes  of 
North  Miami,  Fla.  defaulted  on  $14 
million  in  bonds,  just  16  months  after 
they  were  sold.  A  $42  million  issue  by 
the  City  of  Albuquerque  for  the  La 
Vida  Llena  project  defaulted  in  Au- 


gust 1992. 

Even  retirement  centers  sponsored 
by  religious  groups  have  had  prob- 
lems. The  Lutheran-sponsored  $11.5 
million  Germantown  Home  Project 
in  Montgomery  County,  Pa.  had 


Most  retirement  bond  buyers  arc 
individual  investors  lured  by  high  tax- 
free  yields  and  smooth-talking  munic- 
ipal bond  salesmen  eager  for  commis- 
sions. Some  of  the  more  unsavory 
ones  suggest  to  investors  that  a  mu- 
nicipal authority  wouldn't  allow  sucn 
bonds  to  be  sold  unless  it  thought 
they  were  good.  Not  so.  A  municipali- 
ty's involvement  is  usually  limited  to 
authorizing  the  tax-exempt  status] 
something  that  doesn't  cost  the  cira 
any  money  since  it  is  a  federal  tax 
exemption  at  stake. 

If  you  really  want  to  buy  one  of 
these  bonds,  at  a  minimum  confine 
yourself  to  the  few  that  carry  an  in- 
vestment-grade rating  from  one  of 
the  three  big  rating  agencies  (Moo- 
dy's, Standard  &  Poor's  and  Fitch). 

But  even  an  investment-grade  rat- 
ing doesn't  guarantee  that  the  issuer 
won't  get  into  trouble.  Take  the  $19 


trouble  filling  up,  and  in  March  1993 
ceased  making  principal  payments  on 
its  Series  A  8.25%  bonds  of  2018. 

It  stopped  making  interest  pay- 
ments in  September  1993.  The  bonds 
were  sold  in  1987  at  100.  Recent 
bid:  62. 

Since  the  mid-Eighties  at  least  60 
issues  of  retirement  bonds,  totaling 
more  than  $600  million  in  par  value, 
have  defaulted.  The  default  rate  is 
about  10%.  Says  Richard  Lehmann, 
who  publishes  the  Defaulted  Bonds 
Newsletter  out  of  Miami  Lakes,  Fla: 
"Not-for-profit  retirement  bond  fin- 
ancings are  very  risky  municipal  bond 
investments,  particularly  if  the  centers 
have  been  around  for  less  than  five 
years.  Of  those  bonds  that  default, 
75%  to  80%  do  so  in  the  first  five 
vears."  The  average  principal  loss:  at 
least  40%. 


Louisville's 
Treyton 
Oak  Towers 
Yet  another 
bondholder 
scalping. 


million  1991  Series  A&B  issue  of 
Philadelphia  Protestant  Home 
bonds.  Fitch  Investors  Service  down- 
graded the  bonds  earlier  this  year 
from  BBB  to  BB,  noting  that  the 
retirement  home  was  sitting  on  some 
undeveloped  land  worth  much  less 
than  its  acquisition  cost  and  had  de- 
cided to  keep  monthly  maintenance 
fees  significantly  below  the  competi- 
tors' rates. 

Tom  Kenny,  director  of  municipal 
research  for  Franklin's  tax-free  funds, 
says'he  has  bought  only  3  of  the  60  or 
more  retirement- home  credits  he  has 
looked  at  in  the  last  four  years. 

Adds  Kenny,  "I'm  a  knowledge- 
able professional  and  I  won't  buy  a 
retirement  bond  personally.  I  put  my 
money  into  our  diversified  high-yield 
municipal  fund." 

A  word  to  the  wise.  I 
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Fidelity  Stock  Funds. 

No  Matter  What  Your  Goals  Are, 
We  Have  a  Fund  That  Can  Help  You  Reach  for  Them. 


Despite  Market  Ups  and  Downs,  Stocks  Have 
Provided  Consistent  Long  Term  Growth. 

If  you  have  long-term  financial  goals,  it  can  make  sense  to 
have  some  of  your  money  invested  in  stocks.  Historically, 
the  greatest  returns  have  been  realized  by  investors  who 
have  invested  in  the  stock  market.1  The  potential  for  higher 
returns  in  the  stock  market  is  related  to  its  higher  risk. 

From  Conservative  to  More  Aggressive, 
Two  Impressive  Performers. 

Here  are  two  stock  funds  that  Fidelity  offers  to  capitalize  on 
the  long-term  potential  of  the  market.2  Past  performance  is 
no  guarantee  of  future  results,  and  you  may  have  a  gain  or 
loss  when  you  sell  your  shares. 

Fidelity  Puritan  Fund  is  one  of 

Fidelity's  more  conservative  stock 
funds.  By  investing  in  stocks  and 
bonds  of  U.S.  and  foreign  issuers, 
including  those  in  emerging  markets,3 
the  fund  moderates  some  of  the  risk 
associated  with  stock  investing. 


Average  Annu 
Total  Returns* 


Fidelity  Puritan  Fund 
1  year  5.35% 
5  year  1 1 .04% 
10  year  14.99% 


Fidelity  Blue  Chip  Growth  Fund 

is  an  aggressive  stock  fund  that  pur- 
sues investments  in  some  of  today's 
most  successful  "blue  chip"  compa- 
nies, which  may  be  well-positioned 
for  future  growth.  The  fund  invests  in 
securities  of  U.S.  and  foreign  issuers. 


Average  Annual 
Total  Returns* 

Fidelity  Blue  Chip 
Growth  Fund 

1  year  8.75% 
5  year     1  9.39% 


Life  of 
Fund 


1  8.45% 


Expertise  You  Can  Rely  On. 

Our  research  capabilities  and  investment  expertise  allow 
our  managers  to  search  for  opportunities  that  other  fund 
companies  may  lack  the  time  or  resources  to  find.  In  fact, 
we  have  more  than  200  researchers  and  analysts  who  follow 
more  than  6,000  companies  a  year. 

Call  Now  for  the  Information 
You  Need. 

With  one  phone  call,  you  can  receive  the  information  you 
need  to  invest  in  a  Fidelity  stock  fund.  You  can  begin  invest- 
ing with  $2500,  or  $500  for  an  IRA.  Call  for  details. 


Visit  a  Fidelity  Investor  Center  or  Call  24  Hours 

1-800-544-3925 


Fidelity  Investments 


2r 

For  a  free  prospectus  with  more  complete  information,  including  charges  and  expenses,  please  call.  Read  the  prospectus  carefully  before  you  invest  or  send  money.  'Source:  Stocks, 
Bonds,  Bills  and  Inflation  1994  Yearbook™,  Ibbotson  Associates,  Chicago,  IL  (annually  updates  work  by  Roger  G.  Ibbotson  and  Rex  A.  Sinquefield) .  Used  with  permission.  All  rights 
reserved.  ;The  funds  are  arranged  based  on  Fidelity's  judgment  of  each  fund's  current  investment  practices  based  on  historical  share  price  volatility,  flexibility  of  the  fund's  prospec- 
tus, and  Fidelity  's  judgment  of  the  portfolio  manager's  flexibility.  Risk  relationship  can  change  at  any  time.  'Foreign  investments  involve  greater  risks  than  those  of  U.S.  investments. 
*Total  returns  for  the  period  ending  6/30/94  are  historical  and  include  change  in  share  price,  reinvestment  of  dividends  and  capital  gains,  and  the  effect  of  Puritan  Fund's  2%  sales 
charge  (which  is  currently  waived  through  1 2/3 1/95)  and  Blue  Chip's  3%  sales  charge.  Share  price  and  return  will  vary.  Life  of  fund  figure  for  Blue  Chip  Growth  Fund  is  from 
December  31, 1987.  Fidelity  Distributors  Corporation. 


Don't  think  the  Internet  is  just  for  academics 
and  computer  geeks.  If  you  are  a  serious  investor, 
you  had  better  be  thinking  about  signing  on. 

Time  to  get 
hooked 

By  Steve  Kichen 


The  thousands  of  computer  servers 
and  databases  scattered  throughout 
the  world  that  make  up  the  Internet 
are  a  tremendous  potential  resource 
for  serious  investors.  The  Internet  can 
deliver  security  quotes,  stock  screens, 
business  news,  financial  reports,  eco- 
nomic indicators  and  other  invest- 
ment information  to  almost  any  per- 
sonal computer.  Using  the  Internet,  it 
is  possible,  for  example,  to  tap  into  the 
Security  &  Exchange  Commission's 
Edgar  (Electronic  Data  Gathering 
and  Retrieval  Project)  database  and 
pull  down  complete  10- Ks  and  other 
financial  statements  on  several  thou- 
sand U.S.  corporations. 

Using  the  Internet,  an  investor  can 
have  almost  as  much  information  at 
his  fingertips  as  a  professional  in  a 
well-stocked  Wall  Street  office. 

Getting  into  the  Internet  just  got  a 
lot  easier  for  ordinary  PC  users,  folks 
who  can't  be  bothered  with  learning 
commands  like  "ftp  town.hall.org"  in 
order  to  get  patched  into  the  Edgar 
files  of  corporate  financial  statements. 
Internet  communications  software 
(see  box,  p.  161)  that  runs  on  Macin- 
toshes or  Windows-equipped  ma- 
chines is  now  available.  With  these 
user-friendly  graphical  interfaces,  it  is 
now  possible  to  navigate  many  areas 
on  the  Internet  by  pointing  and  click- 
ing with  a  mouse. 

CompuServe  already  offers  limited 
Internet  access.  America  Online  of- 
fers somewhat  wider  access.  Other 
than  for  E-mail  functions,  Prodigy  is 
not  yet  connected.  Delphi  offers 
many  Internet  services  but  still  uses 
old-fashioned  commands  instead  of 
icons.  But  what  the  new  software  does 
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FINWeb  -  A  Financial  Economics  World  Wide 
Web  (WWW )  Server. 
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About  NETworth 


Data  that's  a  mouse  click  away 
User-friendlier  software  is  making 
the  Internet  more  accessible. 


is  enable  the  user  to  bypass  all  these 
services  and  dive  directly  into  the 
wonderful  world  of  the  Internet  by 
pointing  at  icons  and  words. 

It  is  not  yet  as  user-friendly  as  the 
commercial  services,  but  it  will  cer- 
tainly become  more  so  in  the  near 
future.  This  means  the  Internet  may 
someday  compete  with  Prodigy  for 
delivering  fee-based  services  such  as 
stock  quotes  and  corporate  financial 
information.  "IBM  and  Sears  invested 
over  $1  billion  in  Prodigy,"  says 
Christopher  Cooper,  president  of  a 
new  Internet  stock  quote  service  ap- 


propriately called  Quote. Com.  "We 
invested  a  heck  of  a  lot  less  than  that  in 
Quote. Com  because  the  infrastruc- 
ture of  the  Internet  was  already  in 
place." 

Don't,  however,  rush  out  and  can- 
cel CompuServe.  The  Internet  con- 
nections can  be  flaky  and  frustrating. 
Your  request  may  get  routed  to  an- 
other computer  that  is  hundreds,  if 
not  thousands,  of  miles  away.  All  it 
takes  is  one  little  glitch  somewhere 
along  the  electronic  pathway  to  block 
your  access  to  the  next  Internet  site  or 
to  cause  your  session  to  crash.  And  it 
can  sometimes  take  hours  of  wading 
through  Internet  menus  before  you 
find  the  information  you  are  seeking. 

Nevertheless,  investors  who  are  pa- 
tient, have  lots  of  spare  time  and  a 
reasonable  amount  of  computer  savvy 
can  make  good  use  of  the  Internet. 
The  aforementioned  Quote. Com,  for 
instance,  will  get  you  up  to  100  intra  - 
day  delayed  stock  quotes  and  each 
day's  closing  prices  on  as  many  as 
20,000  stocks  for  just  $10  a  month. 
Foreign  stock  prices  are  available  at 
extra  cost.  So  are  pay-per  use  options 
such  as  printouts  of  fundamental  in- 
formation from  Standard  &  Poor's 
Stock  Guide  database  ($1.50  per 
company).  "In  a  few  months,  stock 
screening  and  earnings  estimates  will 
be  added,"  promises  Cooper. 

Mutual  fund  investors  can  turn  to 
NETworth,  an  Internet  site  run  by 
GALT  Technologies,  based  in  Pitts- 
burgh. NETworth  disseminates  infor- 
mation on  200  mutual  funds  from  40 
different  distributors.  It  gives  you  ac- 
cess to  educational  material  from  or- 
ganizations such  as  the  40 1 K  Associa- 
tion and  sample  investment  newslet- 
ters. Much  of  this  is  yet  sketchy  but 
improving  fast.  Robert  Frasca,  presi- 
dent and  chief  executive  officer  of 
GALT,  says  that  NETworth  shows 
funds'  daily  net  asset  values  as  well  as 
demonstrations  of  financial  and  busi- 
ness software.  NETworth  even  carries 
unobtrusive  advertisements  for  ven- 
dors such  as  Morningstar. 
(NETworth's  Internet  address: 
http://networth.galt.com.) 

If  you  can  get  into  the  Internet,  the 
Global  Network  Navigator,  put  up  by 
O'Reilly  &  Associates,  Inc.,  is  a  free 
service  supported  by  advertisements. 
GNN  recently  added  the  Personal  Fi- 
nance Center,  which  lists  good  invest- 
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Deutsche  Telekom  offers  several 
decisive  advantages  for  companies  or 
jDrganizations  seeking  the  most  efficient  way  to  do  business  in  Europe.  We  are  one  of  the 
top  three  global  telecommunications  companies  and  we  are  ideally  located  right  in  the 
peart  of  Europe.  Which  means  that,  through  our  resources  and  geographical  location, 
jwe  have  particularly  good  contacts  with  your  new  markets  in  the  East  and  provide  the 
ilink  between  your  European  locations  and  your  headquarters  in  the  USA. 
iWe  tailor  our  services  exactly  to  your  specific  requirements.  We  can  act  as  a  coordinator 
for  all  parties  involved  in  a  given  project.  And  we  can  offer  you  effective,  customer- 
oriented,  universal  solutions  such  as  one-stop  shopping,  single-end  billing,  individu- 
\**» York- NY        alized  ordering  and  tracking,  circuit  reservations,  clearing-house  services 
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and  much  more.  We  help  our  customers  through  the  labyrinth  of  all  the 
efTa''  24  32 14  different  local,  legal,  language  and 

administrative  requirements  throughout 

San  Francisco,  CA  y-^ 
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So  m  summary,  there  are  many  good 

Atlanta,  GA  

Tei  +i  404  870-91  49  reasons  why  more  and  more  international 
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Koblenz  companies  with  a  keen  eye  for  that  vital 

feriagL^  competitive  edge  are  talking  to  us. 

Fax:  +49  261  3  82  82  Telecommunications  made  in  Germany.   We  tie  markets  together. 
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WHY  ADD  THIS  EGG 
TO  YOUR  MIX? 


Very  Simple... 

It  works.  And  it  works  hard  and  efficiently. 
Just  ask  Fidelity,  Dreyfus,  Templeton  and 


other  top  advertisers  who  are  now  reaching 
two  million  affluent  suburban  households 
each  month  with  NEST  EGG  magazine. 

Distributed  through  local  suburban  newspapers 
with  the  most  exacting  zip  code  screening, 
NEST  EGG  delivers  a  comprehensive  package 
of  timely  and  relevant  information  geared 
to  the  financial  demands  of  high 
net  worth  individuals  coast-to-coast. 

We're  fast  becoming  a  regular  reading  habit 
along  with  local  community  news.  What's 
more,  we're  drawing  to  our  pages  a  select 
audience  of  affluent  men  and  women 
who  have  both  the  means  and  desire  to 
invest  for  their  long-term  financial  security. 
These  are  your  best  customers  and  prospects. 


So  crack  open  a  copy  of  NEST  EGG  today... 

We're  an  essential  ingredient  to  your  marketing  mix. 


NEST  EGG 

TWO  MILLION  HOUSEHOLDS  STRONG  AND  GROWING 
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ternet 


If  you  want  to  bypass  the 
Getting  on-line  services  and  plunge 

Oil-line  right  into  everything  the 

Internet  has  to  offer,  there 
is  at  least  one  piece  of 
software  available  for  Win- 
dows: Internet  in  a  Box 
from  spry,  Inc.  (Internet  in 
a  Box  has  a  Mac  version  in 
the  works.) 

Internet  in  a  Box  is  an 
all-in-one  package  contain- 
ing software,  some  of 
which  is  an  enhanced  ver- 
sion of  what  once  was 
shareware,  and  manuals  for 
accessing  the  Internet. 
The  software  automatically 
configures  itself  to  your 


computer  and  gives  you  the 
option  of  setting  up  a 
SprintLink  account  ($9  per 
hour)  or  choosing  anoth- 
er provider  of  Internet 
access. 

Internet  in  a  Box  will 
retail  for  about  $100.  You 
may  be  able  to  pick  it  up 
for  less — perhaps  lots  less — 
by  signing  up  with  an  In- 
ternet service  provider. 

If  you  can  wait,  your 
current  on-line  service  will 
probably  offer  you  full  In- 
ternet access.  But  if  you 
don't  want  to  wait,  Inter- 
net in  a  Box  will  get  you  in. 
Now.  -S.K.  « 


Bent  sources  available  on  the  Internet 
ltd  then  makes  it  easy  for  you  to 
H  mmon  the  sources — such  as  Taxing 
B  mes,  a  source  of  tax  information 
lid  state  tax  forms.  "The  idea  of  the 
llobal  Network  Navigator  is  to  guide 
jpople  to  the  good  stuff,"  says  Abbot 
jjhambers,  editor  of  the  Personal  Fi- 
lince  Center's  on-line  magazine.  It 
Iso  contains  its  own  articles.  A  recent 
lie  was  about  a  fellow  who  uses  the 
Internet  to  help  him  manage  his  port- 
flilio  from  the  McMurdo  Station  re- 
|  arch  center  in  Antarctica. 
I  Warning:  There  is  so  much  infor- 
liation  available  it  can  easily  over- 
jhelm  you.  The  latest  10-K  for  Gen- 
•al  Motors,  obtainable  from  Edgar, 
647,000  bytes,  which  was,  appar- 
ltly,  large  enough  to  bomb  out  our 
Dmputer.  But  the  good  news  is  you 
in  get  as  esoteric  as  you  like.  One 
<ample:  the  Internet  site  at  Washing- 
m  University  in  St.  Louis  (address: 
opher://wuecon.wustl.edu:671/l ) 
m  lead  users  to  data  on  business  and 
conomic  indicators,  Austrian  stock 
rices,  and  foreign  exchange  rates. 

Once  you  find  a  useful  source  of 
^formation,  you  will  probably  want 


to  go  directly  to  that  service  in  future 
sessions  rather  than  work  your  way 
through  a  series  of  nested  menus. 
Many  software  packages  allow  you  to 
store  the  commands  for  frequently 
used  resources  so  you  don't  have  to 
constantly  re-key  or  remember  some- 
thing   like  "http://www.ai.mit.e- 


du/stocks.html"  to  reach  the  Massa- 
chusetts Institute  of  Technology's  ex- 
perimental stock  market  database. 
This  service,  from  mit's  Artificial  In- 
telligence Laboratory,  has  one  year's 
worth  of  prices  on  333  stocks. 

One  more  warning:  The  Internet 
can  be  addictive.  M 


[m  arriving  tonigfkt  and  I  have  no  time  to  pack. 
How  muck  do  I  kave  to  kringf?" 


How  muck  would  you  kk  e  to  bring  ( 
Our  valets  can  press  your  suit — or 
a  week's  wortk  of  tkem — in  an  kour. 
Our  spacious  rooms  offer  kairdryers 
and  tkick  katkrokes;  our  kealtk  clubs, 
gear  from  ninning  skorts  to  aerokics 
sneakers.  And  our  24-kour  concierges 
are  poised  to  provide  anytking  you 
intended  to  kring,  kut  didn't — from  a 
sales  presentation  on  a  disk,  to  a  kest- 
seller.  Hard  cover  or  audiotape.  In  tkis 
value-conscious  era,  tke  demands  of 
kusiness  demand  notking  less.  To 
reserve,  pkone  your  travel  counselor 
or  call  us  toll  free:  1-800-332-3442. 

$ 

Four  Seasons  Hotels 

Four  Seasons  •  Recent 
hotels  and  resorts 
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With  the  advent  of  direct  broadcast  satellite  service, 

narrowcasting  comes  into  its  own. 

The  days  of  cable's  monopoly  are  clearly  past. 

Esoteric  TV 
via  the  bird 


By  Graham  Button  and  Neil  Weinberg 


While  THE  cable  giants  and  Baby 
Bells  slog  away  on  their  sections  of  the 
so-called  information  superhighway, 
the  first  national  toll  road  is  already  set 
to  open.  The  big  marketing  question: 
Will  anyone  pay  to  drive  it? 

Starting  at  the  end  of  October,  a 


new  satellite  TV  venture  will  offer 
about  175  channels  of  ultracrisp  digi- 
tal pictures  with  CD-quality  sound  to 
every  home  in  the  continental  U.S.  All 
you  will  need  is  a  set- top  receiver  and 
an  unobtrusive  18-inch  satellite  dish. 
The  broadcast  service  is  a  three-way 


partnership:  DirecTV,  a  unit 
Hughes  Aircraft  (Forres,  Aug.  V 
United  States  Satellite  Broadcastin 
(ussb),  which  is  majority-owned  b] 
Minneapolis  broadcaster  Stanley 
Hubbard  (Forbes,  Nov.  11,  1991) 
and  Thomson  Consumer  Electronics 
which  is  manufacturing  the  satellite 
dishes  and  receiving  equipment  unde 
its  RCA  brand. 

Combined  startup  costs:  nearly  $ 
billion. 

DirecTV  will  broadcast  on  aboui 
150  channels  and  ussb  on  20  to  31 
channels.  Customers  must  subscribe 
to  the  two  services  separately. 

But  the  nifty  digital  compression 
technology  that  allows  for  all  thosj 
channels  could  prove  the  easy  part) 
Selling  the  service  presents  a  real  chal 
lenge.  The  service  will  find  a  natural 
market  among  the  12  million  homej 
without  cable  TV  access,  but  a  toughe) 
sell  will  be  to  the  far  larger  number  i 


Kiosk  display 
in  a  Jackson,  Miss, 
electronics  store 
showing  the  digital 
satellite  system's 
program  options 
At  the  touch 
of  a  button, 
shoppers  are 
treated  to 
a  razzle-dazzle 
interactive 
sell  job. 
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i>pes  to  wean  from  cable. 

Subscribers  will  have  to  shell  out 
[00  to  $900  for  the  satellite  dish  and 
beiving  equipment.  For  $5.95  a 
onth  DirecTV  will  offer  stripped- 
>wn  access  to  subscription  sports 

d  pay-per-view  movies.  DirecTV's 
Total  Choice"  package  costs  $29.95 
r  40  cable  channels,  25  digital  radio 
itions,  up  to  50  movie  channels 
id — soon — sports.  Movies  will  be 
lied  separately  at  $2.99  apiece.  To- 
i  first-year  bill  for  both  USSR  and 
SrecTV,  including  equipment:  as 
uch  as  $1,700. 

To  some  viewers  the  service  may 
ell  be  worth  the  price.  With  its 
itional  "'footprint'"  and  huge  chan- 
tl  capacity,  DirecTV  and  ussb  can 
lake  money  narrowcasting  to  scat- 
red  audiences.  DirecTV's  Physi- 
ins  Television  Network,  for  in- 
^nce,  will  offer  medical  symposia 
id  other  news  to  some  1 ,000  hospi- 
ls  around  the  country. 
An  Asian  channel  will  offer  shows, 
languages  such  as  Hindi  and  Sinha- 
se,  on  sports  like  cricket  and  squash, 
ong  with  news  and  movies  for  the 
ughly  2  million  people  with  ethnic 
idian  origins  living  in  the  U.S.  Cable 
)inpanies  that  target  limited  local 
idiences  just  can't  offer  this  much 
ecialization. 

DirecTV  expects  to  sign  contracts 
is  month  for  sports  from  outside 
)me  markets.  Which  means  that  a 
dong  Washington  Redskins  fan 
ho  has  been  sent  to  the  branch  office 
Peoria  can  still  tune  in  to  his 
home"  team. 
Another  selling  point  is  the  en- 
anced  clarity  of  the  digital  broadcast 
gnal. 

But  digital  signals  won't  help  the 
mture  overcome  one  of  its  biggest 
rawbacks:  The  satellite  system 
m't  carry  network-affiliated  local 
ations  in  areas  that  already  receive 
lem.  These  stations  still  account 
or  nearly  60%  of  all  TV  viewing.  To 
ull  in  these  stations,  customers 
;ill  have  to  fall  back  on  their 
arrent  cable  service  or  standard, 
ver-the-air  antennas. 

Will  enough  people  pay?  The  part- 
ers  are  launching  a  massive  public 
Nations  and  marketing  blitz,  bud- 
eted  at  $80  million  to  $100  million 
ar  the  first  year  of  operation.  Di- 
:cTV's  television  commercials  fea- 


turing actor  Joe  Regalbuto,  a  star  of 
the  TV  series  Murphy  Brown,  pitch 
DirecTV's  massive  channel  capacity 
and  its  greater  ability  to  deliver  variety 
in  pay-per-view  movies:  DirecTV  can 
broadcast  the  same  movie  at  30 -min- 
ute intervals,  whereas  most  cable  sys- 
tems begin  pay-per-view  movies  at 
two-  or  three-hour  intervals. 

"The  hit  movies  I  want  start  every 
30  minutes  .  .  ."  intones  actor  Regal- 
buto in  the  commercial.  "I  get  hun- 
dreds of  pro  and  college  games  I 


And  salesmen  will  no  doubt  offer  a 
pitch  about  how  nifty  all  this  will  look 
on  the  expensive  home  theater  sys- 
tems for  sale  just  down  the  aisle. 

Who  will  buy?  Gadget  freaks  keen 
on  the  latest  electronic  toy  no  doubt 
will  be  among  the  early  buyers. 
Once  Thomson  sells  1  million  dishes 
it  loses  its  rights  to  be  the  sole 
equipment  manufacturer.  Other 
electronics  makers  like  Sony  will 
then  jump  in  and  drive  down  prices. 
But  by  then  cable  and  phone  compa- 


The  digital  satellite  system's  interactive  on-screen  program  guide 
About  175  digital  channels,  with  CD-quality  sound. 


couldn't  before  and  cable  networks — 
I've  got  everything  I  want." 

DirecTV  and  USSB  are  offering 
commissions  on  equipment  sales  and 
subscriptions  to  salesmen  at  national 
chains  like  Sears  and  Circuit  City — 
the  first  time  consumer  electronics 
dealers  are  selling  television  program- 
ming subscriptions.  Dealers  will  get 
interactive  digital  satellite  system  ki- 
osks hooked  up  to  DirecTV  and  USSB. 
At  the  touch  of  a  button,  shoppers 
will  be  treated  to  a  razzle-dazzle  sell 
job  and  be  shown  the  programming. 


nies  might  already  be  threatening  to 
leapfrog  the  digital  satellite  systems 
with  more  sophisticated  interactive 
digital  services  delivered  through  ca- 
ble or  telephone  lines. 

DirecTV  and  USSB  claim  they  need 
to  sign  up  only  2  million  to  3  million 
homes  to  break  even.  That's  not  a  big 
number  in  a  nation  of  94  million  TV- 
using  households.  One  thing  is  cer- 
tain: Even  if  the  venture  is  less  than  a 
smashing  success,  the  days  of  no  com- 
petition for  cable  operators  are  cer- 
tainly over.  m 
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Some  clever  work  in  psychoacoustics  has  yielded 
a  new  kind  of  stereo.  SRS  Labs  may  have 
a  big  winner  here. 

Outwitting 
the  human  ear 


By  Nikhil  Hutheesing 

Thomas  C.K.  Yuen,  one  of  the 
founders  of  computer  giant  AST  Re- 
search, visited  SRS  Labs  in  Orange 
County,  Calif,  arriving  unan- 
nounced. "I  wanted  to  make  sure 
they  didn't  hide  any  speakers  in  the 
walls,'''  says  Yuen. 

Yuen  was  skeptical.  Could  SRS' 
technology  be  as  good  as  claimed? 


Was  the  company  playing  acoustical 
tricks? 

At  his  impromptu  visit  Yuen  stood 
in  a  room  with  just  two  standard 
speakers,  linked  to  what  the  company 
calls  a  Sound  Retrieval  System.  Con- 
ventional surround-sound  systems  re- 
quire left,  right  and  center  speakers  in 
the  front  of  the  room,  along  with 


specially  made  surround-soum 
speakers  in  the  back  and  at  the  sides  c 
the  room.  But  SRS  enveloped  him  a 
music  with  just  those  two  standarj 
speakers  and  its  gadget.  Althougl 
Yuen  wears  a  hearing  aid,  he  was  n< 
longer  skeptical.  In  February  he  san 
$2.7  million  into  SRS  Labs  and  be 
came  its  chief  executive. 


Arnold  Klayman,  inventor  of  Sound  Retrieval  System 

"i  wanted  to  make  stereo  sound  three-dimensional." 
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Off  the  wall 

The  SRS  technology  can 
fool  the  ear  into  thinking 
that  some  of  a  sound  being 
heard  is  reflected  off  a  wall, 
when  in  fact  it  is  coming 
directly  from  a  speaker  or 
headphone.  The  trick  in- 
volves applying  a  different 
decibel  amplification 
to  each  of  the  sound's 
component  frequencies. 


Ui  i«ilil««iijf/i 

200       Ik  10k  20k 

Frequency-Hz 


ource:  SRS  Labs 


It  was  a  big  break  for  the  year-old 
:ompany,  which  had  lacked  capital 
ind  credibility.  Yuen  brought  both, 
before  leaving  AST  Research  in  1992, 
he  43 -year-old  native  of  China  had 
)uilt  the  company  into  one  of  the 
vorld's  top  five  computer  companies, 
fuen  now  holds  almost  $  10  million  in 
vST  stock,  but  his  hopes  are  pinned  on 
nultimedia. 

Yuen  understands  that  successful 
nultimedia  will  depend  as  much  on 
ound  as  on  pictures.  "Today,"  he 
ays,  "you're  looking  at  how  to  im- 
nerse  yourself  in  entertainment  and 
:xcite  your  senses — whether  it's  au- 
liovisual  or  interactive." 

SRS  excites  the  senses.  A  reporter 
istened  to  Crosby,  Stills,  Nash  & 
foung  on  a  standard  stereo  system. 
Vhen  a  flip  of  the  switch  activated  SRS, 
he  music  gained  depth.  It  seemed  to 
:manate  not  from  the  two  speakers 
>ut  from  a  much  wider  stage. 

SRS  doesn't  spend  a  lot  of  money  to 
leliver  these  special  effects.  They  are 
he  product  of  inexpensive  semicon- 
luctor  chips  that  ingeniously  divide  a 
ound  signal  between  a  left  and  a  right 
peaker.  No  special  speakers  or  ampli- 
iers  are  needed.  Thus,  the  potential 
narket  is  large — not  just  the  hi-fi 


fanatics  who  will  spend  any  sum  to  get 
a  new  listening  experience,  but  ordi- 
nary folk  buying  televisions,  multime- 
dia computers  or  CD  players. 

SRS  had  already  done  a  lot  of  spade- 
work  before  Yuen  got  to  it.  Its  three- 
dimensional  sound  technology  had 
once  belonged  to  Hughes  Aircraft 
Co.  Hughes,  part  of  General  Motors, 
invested  millions  of  dollars  to  perfect 
and  patent  it  before  deciding  it  didn't 
fit  in  with  its  core  business.  SRS  Labs 
inherited  three  patents,  with  over  260 
claims  in  13  countries. 

The  technology  works  by  restoring 
information  that  gets  lost  when  sound 
is  recorded  and  played  back — like  the 
sense  of  direction  provided  by  reflect- 
ed sound.  In  New  York's  Lincoln 
Center,  for  example,  reflected  sounds 
give  a  listener  information  like  the  size 
of  the  room  and  its  acoustical 
qualities. 

How  much  of  an  instrument's 
sound  hits  the  audience  directly,  and 
how  much  comes  from  reflections,  is  a 
function  of  sound  frequencies  (and 
thus  of  the  instrument's  timbre)  and 
room  acoustics.  The  nerve  signal  sent 
by  the  ear  to  the  brain  is  also  a  func- 
tion of  the  angle  at  which  sound 
waves  impinge  on  the  outer  ear. 


But  neither  the  room's  acoustics 
nor  the  ear's  resonance  is  accounted 
for  in  conventional  stereo.  A  pair  of 
microphones  can  at  best  record  all  the 
direct  and  indirect  sound  waves  arriv- 
ing at  the  microphones.  Played  back, 
the  stereo  recording  sounds  fine  until 
the  listener  moves  his  head.  Then  the 
sound  changes.  Subconsciously,  the 
auditory  center  of  the  brain  figures 
out  what  is  happening.  As  a  result,  the 
sound  appears  to  come  not  from  the 
walls  but  from  the  two  spots  in  the 
room  where  the  speakers  are  located. 

SRS  outwits  the  ear.  The  speakers 
are  no  longer  the  discernible  source  of 
the  sound.  Instead,  the  sound  is  pan- 
oramic. You  can  move  about  the 
room,  but  the  listening  experience 
will  always  be  the  same.  There  is  no 
sweet  spot. 

The  SRS  technology  had  its  begin- 
nings in  the  early  1980s.  Acoustical 
engineer  Arnold  Klayman,  now  68, 
went  to  the  physical  science  labs  at  the 
Irvine  branch  of  the  University  of 
California  to  study  how  humans  hear. 
He  learned  that  the  pinna — the  fleshy 
portion  of  the  external  ear — diffracts 
sound  waves  to  different  degrees  de- 
pending on  the  angle  at  which  the 
sound  arrives.  The  concha,  the  sec- 


<orbes  ■  September  26,  1994 


165 


SCIENCE  a  TECHNOLOG 


tion  leading  to  the  ear  canal,  influ- 
ences the  frequency  with  which  the 
ear  canal  resonates.  Together,  these 
two  parts  of  the  ear  modify  sounds 
into  spectral  shapes  from  which  the 
brain  infers  the  location  of  the  acous- 
tic source. 

Klayman  came  up  with  a  technol- 
ogy that  mimics  the  pinna's  diffrac- 
tion properties.  In  effect  it  restores 
the  indirect  sound  waves  by  emulat- 
ing what  they  do  to  enhance  the  main 
sound  signal  coming  directly  from  the 
orchestra  pit.  The  mimicry  involves 
adjusting  the  decibel  level  of  each 
component  frequency  (see  graphs  in 
diagram  on  page  165). 

This  trick  provides  a  wider  stereo 
image  that  more  faithfully  repro- 
duces the  live  performance.  More- 
over the  reproduced  sounds  seem  to 
emanate  from  the  directions  a  listen- 
er would  expect  at  a  live  perfor- 
mance. So  even  if  you  have  speakers 
in  front  of  you,  if  sounds  should  be 
coming  from  the  sides,  SRS  will  make 
them  seem  as  if  they  are. 

Hughes  bought  the  rights  to  Klay- 
man's  technology  and  also  brought 
Klayman  on  board.  It  wanted  to  use 


'the  technology  on  commercial  airlin- 
ers. A  properly  massaged  audio  signal 
would  make  the  soundtrack  of  a 
movie  appear  to  come  from  the  screen 
instead  of  from  a  passenger's 
headphones. 

Airlines  were  distinctly  unexcited 
with  the  technology,  but  Hughes  suc- 
ceeded in  licensing  it  to  Sony  and 
Thomson  Consumer  Electronics 
(which  owns  the  RCA  brand)  for  use  in 
high-end  television  sets. 

Hughes  also  developed  10,000  ste- 
reo add-on  units  to  enhance  the 
sound  of  any  two-speaker  system.  But 
when  Hughes  decided  to  concentrate 
on  other  things  in  1992,  those  stereo 
add-ons  ended  up  in  storage,  instead 
of  on  store  shelves. 

James  Lucas,  an  audio  sales  manag- 
er at  Hughes,  and  Stephen  Sedmak,  a 
former  telecommunications  execu- 
tive with  Rolm  Corp.,  organized  SRS 
Labs  to  buy  the  rights  to  SRS  from 
Hughes.  (A  third  partner,  Walter 
Cruttenden  III,  put  up  half  of  the 
money.)  In  1993  SRS  Labs  paid 
Hughes  $200,000  in  cash  and  signed 
a  two-year  promissory  note  for 
$850,000  to  cover  inventory  and  oth- 


SRS  Labs  Chairman  Thomas  C.K.  Yuen  with  President  Stephen  Sedmak 
Today  the  technology  is  found  in  televisions. 
Tomorrow:  games,  computers. 


er  purchases.  And  the  company 
agreed  to  share  the  royalties  on  exist- 
ing contracts.  SRS  limped  along  by 
selling  inventory. 

It  also  decided  to  license  its  tech- 
nology. "If  you  can  be  in  a  licensing 
business  like  Dolby,  you  have  nc 
overhead,  no  manufacturing  and  nc 
inventory.  That's  how  we  built  oui 
business  plan,"  says  Sedmak,  46,  now 
president  of  SRS  Labs. 

That's  a  strategy  that  Sedmak 
thinks  will  make  SRS  bigger  thar 
Dolby  Laboratories,  which  makes  i 
living  from  royalties  on  various  high 
fidelity  enhancements,  the  besi 
known  of  which  is  a  noise  reductior 
system  (Forbes,  Aug.  3, 1992).  So  fai 
SRS  has  lined  up  17  licensees  to  Dol 
by's  150.  Virtually  any  of  Dolby  Labs 
licensees  (which  are  primarily  manu- 
facturers of  electronic  gear  for  con 
sumers,  movie  theaters  and  movi 
studios)  are  potential  buyers  of  the  SR< 
technology  as  well. 

Then  there  are  new  markets  tc 
conquer,  such  as  multimedia  comput 
ers  and  videogame  players.  Bishop 
Cheen,  an  analyst  with  Paul  Kagar 
Associates,  sees  a  wide-open  markei 
here,  totaling  more  than  100  millior 
units  over  the  next  decade.  Spectrun 
Holobyte,  for  example,  is  using  SRS  ir 
the  CD-ROM  personal  computer  game 
Star  Trek:  The  Next  Generation 
which  will  be  released  before 
Christmas. 

The  car  stereo  market  is  anothei 
target.  "One  of  the  problems  in  car; 
has  always  been  designing  sound,' 
says  Sedmak.  "Should  it  be  for  the 
driver  or  the  passenger?"  SRS  elimi 
nates  that  dilemma. 

SRS  Labs  has  competition.  Canadi 
an-based  QSound  Labs  has  built  ■< 
business  around  placement  technol 
ogy,  which  can  make  thunder  boon 
over  your  left  shoulder  or  a  bird  fluttei 
around  your  head.  It's  also  pushing 
this  sound  enhancement  technology 
to  multimedia  manufacturers.  So  ii 
Osaka,  Japan-based  Roland  Corp. 
which  has  so  far  primarily  targetec 
professional  studios. 

While  SRS  Labs  has  compelling 
technology,  the  company's  succes; 
may  depend  as  much  on  Yuen's  busi 
ness  acumen.  If  he  can  do  for  SRS  Lab: 
what  he  did  for  AST  Research,  SRJ 
could  become  as  ubiquitous  as  Dolb\ 
noise  reduction.  ■ 
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Windmills  in 
the  closet 


COMMENTARY  BY  PETER  HUBER 

rap 

Peter  Huber,  a  senior  fellow  of  the  Manhattan 
Institute,  is  the  author  of  Orwell's  Revenge 
(Free  Press,  forthcoming,  fall  1994). 


Snap  up  your  free  light  while  the 
snapping  is  good.  I  refer  to  those 
expensive,  high-efficiency  fluorescent 
bulbs  that  local  utilities  are  almost 
buying  for  you  these  days,  with  $17 
discount  coupons.  You'll  find  a  $20 
globe  (which  cost  me  $3)  in  my  base- 
ment closet,  where  it  gets  used  three 
minutes  a  year,  when  I  change  a  fuse. 

The  theory  behind  the  bulb  subsidy 
is  charmingly  simple.  Generation  and 
conservation  are  substitutes,  so  rate- 
payers should  be  as  happy  to.  pay  for 
one  as  for  the  other.  Thus  countless 
ratepayers  on  the  Potomac  pick  up 
85%  of  what  it  costs  me  to  save  money 
in  my  basement. 

Fortunately  for  them,  subsidized 
lightbulbs,  the  great  icon  of  spare-no- 
expense  environmentalism,  will  not 
survive  divestiture.  What  divestiture? 
The  generation  of  power  is  being 
separated,  step  by  step,  from  the  busi- 
ness of  distributing  it.  In  California, 
land  of  the  ugly  and  inefficient  wind- 
mill, large  consumers  will  soon  buy 
electrons  wherever  they  like,  and  have 
them  delivered  by  right  over  the  wires 
of  their  local  utility.  As  that  process 
advances,  the  business  of  conserving 
electricity  will  inevitably  be  separated, 
too.  I'll  be  on  my  own  when  I  buy 
lumens  for  the  closet. 

This  creeping  breakup  of  the  elec- 
tric power  industry  makes  little  sense 
to  engineers.  But  it  makes  perfect 


sense  to  economists.  It  will  help  un- 
load from  much  of  the  industry  a 
crushing  burden  of  regulatory  bag- 
gage— as  well  as  the  most  spendthrift 
conservation  subsidies  promoted  un- 
der the  "negawatts"  banner. 

Power  engineers  still  cringe  when 
they  hear  talk  of  separating  the  people 
who  generate  power  from  those  who 
distribute  it.  Go  ahead:  Install  a  little 
nuke  in  your  basement  and  try  pushing 
1 ,000  megawatts  back  up  the  grid.  Do 
it  on  July  4  and  watch  your  neighbor- 
hood's power  lines  go  up  in  flames. 
The  point  is,  you  can't  design  a  grid 
without  knowing  what  is  going  on  at 
the  top,  where  power  is  produced,  and 
the  bottom,  where  it's  consumed. 
That's  what  tells  you  where  the  fat 
wires  go,  and  the  thin  ones,  arid  all  the 
transformers  in  between. 

Cogeneration,  for  example,  can  be 
a  tremendously  efficient  way  to  pro- 
duce heat  and  electricity  together,  on- 
site.  But  the  day  your  local  hospital 
switches  on  its  own  little  plant,  Mud- 
ville  Power  is  suddenly  stranded  with 
a  million  dollars  of  unused  wires  and 
poles.  Which  the  hospital  still  needs, 
incidentally,  for  stand-by  power  when 
its  own  turbine  fails  one  day  a  year. 
Every  unplanned  decision  to  generate 
power  uptown  rather  than  down  cre- 
ates similar  problems. 

Why  then  are  plans  to  carve  up  the 
power  industry  advancing  fast?  Because 
regulators  can  be  divested  in  the  pro- 
cess, and  with  them  the  antieconomic 
fringe  of  environmentalism. 

Regulating  monopoly  rates  never 
works  well.  Supplying  power  on  a  hot 
afternoon  in  August  is  far  more  ex- 
pensive than  on  a  cool  evening  in 
October,  but  getting  regulatory  ap- 
proval for  even  such  obvious  things  as 
time-of-use  pricing  is  always  slow  and 
difficult.  Similarly,  an  aluminum  fac- 
tory buying  kilowatt-hours  in  predict- 
able bulk  is  far  cheaper  to  serve  than  a 
small  homeowner,  but  politically  sav- 
vy regulators  always  try  to  nudge  price 


breaks  in  the  other  direction.  It  hap 
pens  with  every  utility.  Regulate 
prices  drift  inexorably  away  fror 
costs,  and  inefficiencies  compoun 
year  by  year.  The  more  territory  yo 
regulate,  the  more  lavishly  inefficier 
everything  gets. 

So  all  in  all,  it's  probably  wort 
accepting  new  problems  running  pow 
er  lines,  if  you  can  deregulate  genen 
tion  in  exchange.  The  largest  gair 
beckon  from  where  environmental  dt 
mands  have  been  pushed  to  quixotft 
man-and- windmill  extremes. 

The  wheeling  of  electric  powc 
across  state  lines,  already  commor 
place,  illustrates  the  possibilitie: 
When  people's-republic  regulatoi 
all  but  ban  new  power  plants  in  Cal: 
fornia,  conniving  capitalists  in  Uta 
just  build  twice  as  fast,  and  Califoi 
nia's  lights  stay  lit.  Woodstoc 
greens  promised  we  would  someda 
run  our  toasters  by  burning  co^ 
dung  in  the  basement.  This  was  th 
"soft  path,"  the  earth-hugging  altei 
native  to  "hard"  things,  like  nuke: 
What  came  instead  was  the  transmit 
sion  path.  Big  central  power  plant: 
both  cheaper  and  cleaner  than  cow: 
are  still  the  norm.  They  simply  stec 
clear  of  Long  Island  and  head  fc 
places  like  Quebec  instead. 

Many  greens  now  regret  havin 
cooked  up  the  idea  that  will  propel 
new  boom  in  power  production,  an 
broad  deregulation  of  the  industi 
they  hate  most.  In  the  1970s  earth-ir 
the -balance  types  pushed  throug 
laws  requiring  utilities  to  buy  powe 
at  premium  prices,  from  soft-path  a 
ternatives  like  windmills.  Those  law 
created  the  first  real  fissure  betwee 
generators  and  distributors.  It  hi 
widened  ever  since,  and  the  end 
now  in  sight.  Not  small,  private  wine 
mills,  but  big  coal  and  gas  plant: 
perhaps  even  a  new  generation  c 
nukes.  They  will  be  privately  buil 
disciplined  by  market  competitior 
free  to  price  their  power  with  flexibl 
and  ruthless  efficiency. 

The  logic  of  "negawatts"  was  th; 
central  planners  in  utilities  and  reguk 
tory  commissions  could  invest  capit; 
more  productively  in  bulbs  than  i 
turbines — hence,  the  economic  equh 
alent  of  a  windmill  in  the  closet  of  m 
basement.  As  turbines  are  returned  t 
the  market,  bulbs  will  be  too,  wher 
they  plainly  belong.  ■ 
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One  Rockwell  customer  wants  a  tiny  chip. 
Another  wants  the  moon. 


Seventy-five  percent  of  the  world's  fax  machines 
communicate  with  Rockwell  modems. 


Every  major  airline  in  the  world  flies 
with  Collins  avionics  from  Rockwell. 


Three  out  of  four  new  heavy-duty  trucks 
rely  on  Rockwell  components. 


The  most  influential  papers  in  over  100  countries 
are  printed  on  Goss  presses  from  Rockwell. 


Our  Allen-Bradley  controls  make  Rockwell 
a  world  leader  in  plant  floor  automation. 

Rockwell  customers  are  diverse.  But 
the  results  we  achieve  in  each  of  our  mar- 
kets are  remarkably  similar. 

A  restless  dissatisfaction  with  the 
status  quo  drives  Rockwell  people  to  excel 
in  everything  they  do.  By  anticipating  cus- 
tomer needs  and  delivering  the  highest 
levels  of  quality  and  value. 

Whether  it's  saving  NASA  more  than  20 
percent  on  Space  Shuttle  operations  and 
main  engines  by  applying  Continuous 
Process  Improvement  practices.  Delivering 
a  complex  truck-hood  assembly  in  half 


For  more  than  two  decades,  Rockwell 
has  been  NASA's  number  one  contractor. 

the  time  by  employing  simultaneous 
engineering.  Working  directly  with  custo- 
mers to  design  and  build  a  newspaper 
press  that  helps  make  them  more  compet- 
itive through  greater  flexibility  in  the  use 
of  color.  Or  supplying  faster,  smaller  and 
less  costly  modems  through  advanced 
design  and  manufacturing  processes. 

Today,  Rockwell  is  a  leader  in  each  of 
its  diverse  markets.  A  position  earned  by 
responding  to  our  broad  spectrum  of 
customers— no  matter  how  far-reaching 
their  needs  may  be. 


'1*  Rockwell 
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The  world  wants  filing  cabinets  small  as  matchboxes,  capacious 
as  the  ocean  and  fast  as  light.  Could  holograms  do  the  job? 

The  hologram 
remembers 


By  Philip  E.  Ross 

In  the  30-odd  years  since  laser 
beams  first  conjured  three-dimen- 
sional holograms  from  flat  Alms,  engi- 
neers have  yearned  to  exploit  the 
technology  for  mass  data  storage.  Not 
only  does  a  hologram  carry  a  world  of 
information,  it  can  be  read  literally  in 
a  flash,  and  without  the  slow- moving 
parts  of  tape,  diskette  and  optical-disk 
drives. 

But  holographic  storage  long  re- 
mained as  elusive  as  the  ghostly  holo- 
grams that  adorn  credit  cards.  The 
materials  used  to  make  the  early  holo- 
grams swarmed  with  optical  noise 
that  imperiled  data  integrity.  Read- 
and-write  systems  proved  so  erasable 
that  the  data  could  be  read  but  a  few 
times  before  vanishing. 

Now  those  constraints  are  them- 
selves melting  away.  This  summer 
Stanford  University  Professor  Lam- 
bertus  Hesselink,  with  help  from  re- 
search assistants  John  Heanue  and 
Matthew  Bashaw,  reported  the 
world's  first  digital  holographic  stor- 
age system.  It  wasn't  a  big  one.  It  was 
a  crystal  the  size  of  a  large  lump  of 
sugar,  storing  a  digitized  "Mona  Li- 
sa" consisting  of  only  50  kilobytes. 
You  could  squeeze  that  much  data 
into  a  small  patch  on  a  laser  disk.  Still, 
the  rudimentary  device  at  Stanford 
proved  that  holograms  can  indeed 
store  digital  data. 

Hesselink  says  that,  widi  certain 
improvements  over  his  demonstra- 
tion version,  his  system  could  store 
1 .2  billion  bytes  per  cubic  centimeter. 
That  would  be  a  huge  gain  in  data 
density  over  the  demonstration  crys- 
tal, and  competitive  with  the  best 
magnetic  hard  drive. 

Still  more  is  achievable,  says  the  45- 
year-old  professor  of  electrical  engi- 


neering: "I  think  we  can  push  this  up 
by  two  orders  of  magnitude  by 
straightforward  methods  in  a  two- 
year  time  period."  By  which  he  means 
that  he  intends  to  squeeze  120  billion 
bytes  into  a  cubic  centimeter.  Two 
years  from  now  he  hopes  to  present  a 
prototype  for  commercial  users. 

There's  a  little  hitch  here.  Hesse- 
link needs  money.  He's  looking  for 
$3  million  to  $4  million  in  venture 
capital  or  other  funding  to  develop 
that  prototype.  Building  a  factory  will 
take  another  $12  million  to  $15  mil- 
lion, he  says.  Hesselink  has  founded  a 
company,  Optitek,  Inc.,  to  develop 
the  invention.  Stanford  will  get  royal- 
ties, yet  to  be  negotiated. 

Joseph  J.  Sparagna,  vice  president 
and  general  manager  of  gte's  intelli- 
gence, information  and  imagery  sys- 
tems, is  cooperating  with  Optitek  by 
codesigning  high-speed  digital  inter- 
faces and  other  necessary  accessories. 
He  basically  agrees  with  Hesselink's 
timetable.  "I'd  say  three  to  five  years 
for  a  product  that's  affordable." 

Sparagna  says  GTE  hopes  the  tech- 
nology can  help  it  provide  video-on- 
demand,  a  data-hungry  application 
that  requires  not  merely  compact 
storage  but  also  lightning-fast  access 
and  readout.  "A  movie  can  have  tera- 
bytes [trillions  of  bytes]  of  data,  and 
you  could  have  a  thousand  guys  call- 
ing in  to  see  a  thousand  different 
films,"  he  notes. 

To  make  a  hologram,  you  take  a 
laser  beam's  monochromatic  light,  in 
which  all  the  waves  march  in  step,  and 
split  it  in  two.  One  half  goes  to  illumi- 
nate the  object,  while  the  other  half 
serves  as  a  reference.  When  the  two 
beams  meet  up  in  an  appropriate 
photosensitive  medium,  die  waves 


Optitek  founder 
Lambertus  Hesselink 
His  benchtop 
version  uses 
a  laser 
to  store 
a  digitized 
"Mona  Lisa" 
in  a  crystal,  then 
read  it  out  again. 


that  remain  in  step  add  to  produc 
bright  fringes,  and  those  that  hav 
fallen  out  of  step  cancel,  producin 
darkness.  The  resulting  interferenc 
pattern  is  stored  throughout  the  rig 
dium.  If  the  medium  is  a  flat  piece  c 
film,  for  example,  cutting  it  in  ha 
produces  two  daughter  holograrr 
containing  the  original  picture  (al 
though  it  will  seem  grainier  now ). 

A  hologram's  whorls  and  lines  loo 
like  nothing  in  particular  until  yo 
shine  laser  light  of  the  original  fre 
quency  on  them .  Then  out  pops  a  tru 
three-dimensional  image  of  the  ob 
ject.  Move  your  own  head  and  differ 
ent  aspects  of  the  object  come  int 
view.  Each  aspect  constitutes  a  frame 
a  feature  that  holographers  have  ex 
ploited  to  produce  kinescopic  movie; 
But  the  Stanford  group  encoded  it 
frames  with  binary  digits:  ones  an 
zeros.  To  avoid  errors  due  to  optic 
noise — the  bane  of  holographic  stoi 
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z,c — Hesselink  built  in  extra  contrast 
y  using  two  pixels  per  bit:  a  dark- 
ght  sequence  for  a  zero,  a  light-dark 
:quence  for  a  one. 

Hesselink  imprinted  his  holograms 
ot  on  a  photographic  plate  but  in  a 
ystal  of  lithium  niobate  a  couple  of 
mtimeters  on  a  side.  The  crystal  was 
pie  to  freeze  the  pattern  because  it 
langes  its  refractive,  or  light- bend- 
ig,  properties  in  the  presence  of 
§ht — a  property  discovered  in  the 
te  1960s.  It  works  because  the  crys- 
1  contains  imperfections  that  have  a 
eak  grip  on  their  electric  charges  and 
terefore  donate  them  easily  to  stron- 
tr  actors.  Light,  itself  a  vibrating 
.ectric  field,  can  constitute  such  an 
:tor  by  inducing  patterns  of  positive 
id  negative  charge. 

Normally,  a  few  laser-readings  of 
ich  a  pattern  would  wear  it  out.  But 

esselink  has  a  way  of  fixing  them  for 
long  as  he  wants:  He  throws  in 


Writing 

Holographic 
crystal  M 


I  Picture  or 
video  frame 

Spatial  light 
s  modulator  encodes 
i    digitized  picture 


Holographic  image 
of  digital  array 


It  y  Array  of  photo 
■■■{Si  detectors 


Reading 


Laser 

reference 

beam 


To  store  a  digitized  picture,  split  laser  light  into  object  and  reference  beams. 
Send  the  object  beam  through  a  pixelated  array  to  encode  the  data, 
then  project  it  into  the  crystal  at  right  angles  to  the  reference  beam. 
The  beams  interfere,  freezing  a  hologram  in  a  cube  of  lithium  niobate 
that  can  be  read  by  a  reference  beam. 


another  beam  of  a  different  color.  The 
second  color  excites  the  electronic 
charges  in  the  lattice  to  the  point  at 
which  they  can  move  to  and  fro. 
When  lasers  of  both  colors  are  operat- 
ing, new  holograms  can  be  written. 


When  only  the  reference  laser  beam  is 
present,  holograms  are  read  but  not 
altered. 

Because  wave  patterns  do  not  suffer 
much  from  mutual  interference,  you 
can  superimpose  one  hologram  on 
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Ion  may  not  know  it, 
but  you  use  Unisys  products 
and  services  every  day 


The  next  time  you  cash  a  check, 
:erve  a  space  on  a  plane  or  make  a 
ephone  call,  you  probably  won't  be 
nking  about  us.  But  the  fact  is,  you  can 
all  those  things  more  quickly  and  easily 
ause  we've  been  thinking  about  you. 

We're  Unisys-one  of  the  major  infor- 
tion  services  and  technology  providers 
the  world.  And  our  solutions  help  all 
ds  of  companies -like  the  ones  whose 
niliar  names  you  see  here -provide  you 
h  better  products  and  better  service. 

In  fact,  helping  our  clients  serve 
ir  customers  better  is  the  guiding  prin- 
le  behind  almost  everything  we  do  at 
sys.  We  call  it  our  customerize 
losophy.  It  results  in  solutions  that 


help  organizations  extend  the  power  of 
information  all  the  way  to  the  points  of 
customer  contact.  Which  means  they  can 
be  more  responsive  to  what  customers 
like  you  really  want. 

Right  now,  Unisys  serves  over  80 
percent  of  the  world's  leading  banks... 
over  140  airlines.. .over  1,600  government 
agencies. ..and  35  of  the  world's  largest 
telecommunications  companies.  That 
adds  up  to  a  lot  of  people  like  you  experi- 
encing the  many  advantages  of  our 
customer-focused  way  of  doing  business. 

UMSYS 

We  make  it  happen. 


So  if  using  the  products  and  services 
of  these  companies  helps  make  your  life 
easier  and  more  enjoyable,  it  pleases  us, 
too.  Because  Unisys  is  behind  each  one  of 


CUS-tom-er-izeX  kus'-ta-ma-rize'X  vt 
1 :  to  make  a  company  more  responsive 
to  its  customers  and  better  able  to  attract 
new  ones  2 :  to  customerize  an  organi- 
zation's information  strategy,  e.g.,  to 
extend  systems  capabilities  to 
field  locations  and  other  points  of 
customer  contact  and  support  3 :  what 
Unisys  Corporation  does  for  a  growing 
roster  of  companies,  and  government 
agencies,  worldwide  syn  see  customer 

SERVICE.  COMPETITIVE  EDGE,  BUSINESS- 
CRITICAL  SOLUTIONS.  REVENUE  GENERATION 


them.  CaU  us  at  1-800-874-8647,  ext.  22. 
See  how  we  can  help  make  your 
organization  well  known  for  creating 
something  truly  valuable  in  business: 
satisfied  customers. 


14  Unisys  Corporation. 


While  its  competitors  chase  the  glory  of  multimedia 
entertainment,  little  AimTech  sticks  doggedly 
to  the  mundane  stuff  of  employee  training. 

Author,  author 


another.  To  read  one  of  them,  you 
merely  direct  the  reference  beam  into 
the  crystal  at  the  right  angle.  To  read 
(or  write)  the  next  one,  you  just  vary 
the  angle  a  tiny  fraction  of  a  degree.  In 
principle,  it  should  be  possible  to 
superimpose  thousands  of  holograms 
on  a  tiny  crystal,  each  containing  a 
mountain  of  data. 

To  search  stacks  of  holograms  in 
milliseconds,  Optitek  will  use  solid- 
state  devices,  called  acousto-optic  de- 
flectors, to  steer  the  laser  beam.  With 
help  from  GTE,  it  will  presumably  be 
able  to  work  out  ways  of  pouring  the 
rivers  of  data  its  holograms  yield  into 
electronic  switches  so  that  the  ones 
and  zeros  can  be  fed  into  a 
computer. 

There  are  other  engineering  hur- 
dles to  surmount,  such  as  how  to 
make  the  crystals.  Without  any  impu- 
rities, there  can  be  no  source  of  mo- 
bile electric  charges.  With  impurities, 
there  is  the  risk  of  random  noise  that 
would  corrupt  the  stored  data.  The 
best  that  can  be  done  is  to  grow 
crystals  with  regularly  spaced  impuri- 
ties and  seal  them  hermetically  from 
stray  light.  Over  the  past  four  decades 
the  semiconductor  industry  has 
solved  analogous  problems,  but  the 
solutions  did  not  come  overnight  or 
at  small  expense.  And  Hesselink 
doesn't  have  even  a  down  payment  on 
that  $3  million. 

But  let's  put  aside  practical  matters 
for  a  moment  and  imagine  what 
might  come  of  this  technology  some- 
day. Hesselink  says  that  his  is  the  only 
storage  system  that  bites  off  and  spits 
out  digits  not  in  series  but  in  parallel,  a 
page  at  a  time.  Mathematical  opera- 
tions can  thus  be  performed  not  on 
numbers  but  on  arrays  of  numbers, 
not  in  the  computer's  processor  but  in 
the  memory  itself.  "The  memory  is 
built  in  such  a  way  that  you  can  add 
two  pages  in  analog  fashion,  then 
translate  them  back  into  digital," 
Hesselink  says.  "Three  times  page 
one  plus  page  two — that's  processing 
within  memory." 

A  computer  armed  with  such  a 
holographic  memory  might  be  able  to 
take .  a  small  piece  of  a  picture  and 
compare  it  to  all  the  pages  in  its  library 
to  find  that  it  was  part  of  a  crater  on 
Mars,  a  fingerprint  of  a  murderer  or 
the  enigmatic  smile  of  a  lady  who  lived 
long  ago.  WM 


By  David  C.  Churbuck 

Someday  interactive  media  may 
supplant  the  movie  screen  and  the 
printed  word.  Before  that  happens, 
however,  it's  a  fair  bet  that  many  a 
startup  company  will  go  bankrupt 
overestimating  how  quickly  this  new 
technology  will  sweep  the  world. 
AimTech  Corp.,  a  small  Nashua, 
N.H.  software  house  that  got  into 
multimedia  very  early,  was  almost  one 
of  those  failures.  It  now  looks  like  a 
survivor,  thanks  to  its  taking  aim  at 
the  most  mundane  of  multimedia  ap- 


plications: employee  training. 

AimTech  began  life  in  1984  as 
contract  programmer  specializing  u 
software  packages  to  train  users  il 
computer  skills.  Its  largest  customer 
included  Wang  Laboratories,  th 
once  prosperous  word  processa 
manufacturer,  and  Apollo  Compute! 
the  workstation  manufacturer  tha 
has  since  been  absorbed  by  Hewlett 
Packard. 

AimTech  then  went  into  busines 
for  itself  in  1988  with  a  tool  kit  fo 
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When  it  comes  to  global 
rammimicaHons,  other  companies 
can  only  get  you  so  far, 


How  far?  About  three  feet  past  the  border.  But  don't 
fret.  At  ROLM,  we  do  business  around  the  world.  And  we 
can  help  multinational  companies  become  more  efficient 
on  a  global  basis.  How? 

We  offer  sales,  service  and  financing  from  a  single 
point  of  contact.  No  matter  where  your  offices  may  be. 
We're  also  familiar  with  local  carriers,  we  manufacture 
all  over  the  world  and  we  speak  the  native  tongue.  Not 
only  does  this  make  managing  your 
communications  systems  easier, 
it's  a  much  more  efficient  and  cost- 
effective  way  of  doing  business. 

ROLM  also  gives  vou  global 
support  that  no  one  else  can.  After 
all,  we're  part  of  the  Siemens  family. 
A  global  company  that's  been  in  the  communications 
business  for  over  140  years. 

That's  whv  SmithKluie  Beecham,  a  leading  healthcare 
company,  chose  the  Siemens  organization.  They  needed 
a  partner  who  could  help  them  function  as  a  seamless, 
global  enterprise.  And  we  had  the  solutions  to  help  them 


ROLM  is  part 
of  the  Siemens  family. 
The  world's  largest 
private  communication 
systems  manufacturer, 
serving  businesses 
from  a  single  point 
of  contact  in  over 
120  countries  around 
the  world. 


do  just  that 

We're  also  flexible, 
so  companies  can  link  up 
with  vendors  like  IRM.  Apple, 
Digital,  Tandem  and  Novell.  So  they  can 
build  on  the  investments  they've  already  made  in  their 
information  systems.  If  you'd  like  to  find  out  how  ROLM 
can  help  your  company  become  more  productive  globally, 
just  call  the  number  below.  We'll  even  send  you  a  free 
subscription  to  Siemens  Telcom  Report,  a  magazine 
dedicated  to  the  communications  issues  that  affect 
multinational  companies. 

Then  consider  installing  a  ROLM  system.  You'll  have 
the  world  in  the  palm  of  your  hand  —  in  no  time. 


A  Siemens  Company 

1-800-R0LM-123  ext.F5 


ROLM  disclaims  proprietary  interest  in  the  marks  and  names  of  others.  ©l''')4  HOLM 


INTERACTIVE  MEDIA 


building  such  computer-based  train- 
ing programs  under  Windows.  But 
the  tool  kit  came  in  late,  over  budget 
and  full  of  bugs.  The  company's  ven- 
ture backers — including  Poly  Ven- 
tures— decided  it  was  time  for  a 
change.  So  they  brought  in  Usman 
Ismail,  a  computer  industry  veteran 
with  experience  in  managing  software 
companies,  to  turn  things  around. 

Ismail,  now  50,  signed  on  with  the 
understanding  that  the  tool  kit  prod- 
uct was  ready.  It  wasn't. 

"We  had  six  months  of  money  left 
[$50,000]  and  the  product  wasn't 
close  to  shipping,"  says  Ismail.  "So 
we  rushed  to  get  it  into  shape  within 
90  days  and  shipped  it,  even  though  it 
had  bugs,  just  to  get  some  revenues 
coming  in.  From  then  on  we  boot- 
strapped ourselves  back." 

That  was  in  1 990 .  The  buggy  pr< >d - 
uct,  known  as  IconAuthor,  was  an 
authoring  tool  for  multimedia  pre- 
sentations. Authoring  tools  are  to 
multimedia  what  word  processors  are 
to  writing.  They  allow  their  users  to 


stitch  together  text,  sounds,  images, 
video  clips  and  animations.  Priced  at 
$4,995  per  user,  IconAuthor  isn't 
aimed  at  the  masses.  It  is  a  high-end 
production  tool  that  requires  exten- 
sive training  to  master. 

Today,  four  years  after  shipping  the 
first  version  of  IconAuthor,  AimTcch 
has  shaken  the  bugs  out  and  is  profit- 
able on  sales  of  $12  million.  That 
could  be  because  AimTech  isn't  chas- 
ing the  glamorous  market  for  con- 
sumer multimedia  titles.  That  market 
is  dominated  by  Macromedia  Direc- 
tor, a  $1,195  multimedia  tool  sold  by 
Macromedia  of  San  Francisco.  In- 
stead, AimTech  sells  its  tool  kit  to 
corporations  making  interactive  ki- 
osks and  training  systems  for  their 
customers  and  employees.  Buyers  in- 
clude Metropolitan  Property  8c  Casu- 
alty Insurance,  Fidelity  Investments, 
adp  Corp.  and  Federal  Fxpress. 

Richard  DiNobile,  senior  systems 
consultant  in  the  home  office  claim 
training  department  of  the  Warwick, 
R.I. -based  Metropolitan  Property  & 


of 


Casualty,  uses  IconAuthor  to  develq 
computer-based  training  courses  i 
home  and  automobile  claims  for  ac 
justcrs  in  the  company's  14  field  o 
fices.  Prior  to  IconAuthor,  the  con 
pany  paid  to  have  all  new  adjuste 
come  to  the  home  office  for  classrooi 
training;  now  that  same  course  is  d< 
livered  to  the  adjusters  at  the  fiel 
offices,  saving  the  company  travel  an 
lodging  expenses. 

"It  takes  anywhere  from  140  t 
160  development  hours  to  produce 
hour  of  computer-based  training, 
estimates  DiNobile. 

Although  IconAuthor  demands 
lot  of  practice  from  a  user,  it  does  no 
require  much  programming  exper 
ence.  You  tailor  your  presentation  i 
each  medium — sound,  video  c 
text — and  then  see  your  finished  won 
represented  by  an  icon.  To  put  it  i 
together,  you  just  use  a  mouse  tj 
move  the  icons  around  on  the  screei 
linking  them  into  a  script,  or  logic 
flow  chart. 

This  object-oriented  approach  nc 
only  speeds  development  right  fron 
the  start,  it  also  pays  increasing  div 
dends.  You  can  recycle  applicatior 
on  PCs,  Macintoshes  and  Unix  worlj 
stations,  says  Elaine  LeBlanc,  senic 
vice  president  of  marketing  and  deve! 
opment  at  AimTech.  That  way  deve: 
opers  won't  have  to  reinvent  the 
presentations  for  every  new  machin« 

This  month  AimTech  released  i! 
second  product,  CBT  Express,  a  to« 
for  creating  tutorials  and  education; 
presentations.  Priced  at  $2,995,  ch 
Express  is  still  aimed  not  at  the  mass  c 
personal  computer  users  but  at  corpc 
rate  human  resources  and  trainin 
departments.  "The  reason  we'i 
making  money  is  because  of  our  foci 
on  the  business  market,"  LeBlar 
says.  "There  are  a  lot  of  commerci; 
title  developers  who  just  haven 
found  their  market  yet." 

As  multimedia  becomes  more  a« 
cepted  and  easier  to  use,  won't  com 
parties  like  Microsoft  shoulder  asid 
competition  with  authoring  tools  c 
their  own?  LeBlanc  says  AimTech  ir 
tends  to  leverage  its  cross-platfon 
strengths — its  ability  to  deliver  o 
PCs,  Macs  and  Unix — in  the  corporal 
market.  Its  narrow  focus  may  enable 
to  weather  not  only  competition  frot 
the  giants  but  the  growing  pains  c 
multimedia  technology.  ■ 
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Who  would  have  believed 
you  could  buy  a  Laser  Printer 

for  only  *399  ? 

We  Did. 


Introducing  the  Brother  HL-600  Series 
Laser  Printers,  with  exclusive  Straight 
Paper  Path  Technology  that  sets  a  new 
standard  in  quality  and  value. 

If  your  next  laser  printer  doesn't  have 
our  exclusive  Straight  Paper  Path 
Technology,  that  may  put  a  wrinkle 
in  many  of  your  printing  projects. 

That's  because  our  laser  printers 
don't  take  your  paper  down  a  curvy, 
twisty  paper  path  like  other  laser 
printers.  So  everything  comes  out 
straighter  and  faster  (up  to  a  blazing 
6  pages  per  minute).  You'll  be  able  to  automat- 
ically stack  and  feed  those  troublesome 
envelopes  (up  to  10  at  a  time),  and  paper  sizes  as 
small  as  2.75"  X  5"  without  having  to  worry  about 
how  they'll  look  when  they  come  out.  You  can 
print  not  only  standard  paper  stocks,  but  also 
tri-fold  brochures,  invitations,  newsletters,  etc.  It's 
like  having  your  own  personal  print  shop! 

AVAILABLE  AT:  Office  Depot,  OfficeMax, 
Staples,  Circuit  City,  Fry's,  Best  Buy, 
J  &  R  Music  World  and  fine  retailers 
and  dealers  everywhere 


The  Straight  Paper  Path  Technology, 
the  secret  to  trouble-tree  printing. 


Versatility  is  just  the  beginning  because  our 
Straight  Paper  Path  Technology  virtually  eliminates 
those  horrifying  paper  jam  glitches  that  usually 
force  you  to  disassemble  your  laser  printer. 
Technologically  remarkable... 
yet  remarkably  affordable. 

Our  HL-600  Series  Laser  Printers, 
the  first  in  a  new  family  of  quality 
printers,  also  offers  other 
advanced  features  like  fast 
Windows™  printing,  Enhanced 
Memory  Management  to  help  you  fly 
through  large  complex  files,  numerous 
fonts,  auto  power  save  mode  to  save  energy  costs, 
microfine  toner,  optional  Macintosh®  compatibility, 
and  more.  Yet,  unlike  other  laser  printers  with 
similar  high-end  features,  our  new  laser  printers 
don't  come  with  a  high-end 
price  tag.  They 
start  at  $399-  i  . 
(Yes,  laser 
for  $3990 


HL-630 


HL-655M 


We're  at  your  side. 


Brother  International  Corporation,  200  Cottontail  Lane,  Somerset,  NJ  08875-6714. 
Windows™  is  a  trademark  of  the  Microsoft  Corporation.  Macintosh*  is  a  registered  trademark  of  Apple  Computer  Incorporated 


COMPUTERS/COMMUNICATIONS 


The  $20  billion 
upgrade 


COMMENTARY  BY  JOSEPH  R.  GABBER 


Joseph  R.  Garber  is  a  strategist  with 
Americom  Corp.  in  San  Francisco. 


Thinking  about  buying  a  new  per- 
sonal computer?  If  so,  get  ready  to 
spend  more  money  than  you  planned. 

Why?  Because  sometime  during 
the  next  year  Microsoft  will  be  re- 
placing Windows  with  a  new  operat- 
ing system,  known  for  the  time  being 
as  Chicago.  Chicago  weighs  in  at 
roughly  3.5  times  the  size  of  IBM's 
classic  1960s  opus,  the  multimillion- 
line  operating  system  for  the  Sys- 
tem/360. Fully  loaded,  Chicago  will 
eat  up  8  million  bytes  of  computer 
memory  and  22  million  bytes  of  disk 
space.  That  means  if  you  want  to  use 
all  of  Chicago's  features,  your  next 
PC  will  have  to  be  considerably  bigger 
and  more  expensive  than  the  one  you 
use  today. 

During  the  past  few  years  it  has 
become  common  practice  for  soft- 
ware companies  to  bloat  their  prod- 
ucts to  gargantuan  proportions. 
Consider  the  ubiquitous  spread- 
sheet program.  The  first  one  was 
VisiCalc.  Released  in  1980,  it  occu- 
pied a  minuscule  29  kilobytes  of 
memory  on  an  Apple  II.  Fourteen 
years  later,  Microsoft's  Excel  spread- 
sheet and  its  add-ons  smother  75 
times  as  much  real  estate. 

Of  course,  like  Lotus  1-2-3  and 
Borland's  Quattro,  Excel  has  a  lot 
more  features  than  VisiCalc — for 
example,  it  includes  150  prepro- 
grammed functions,  among  them 
such  wonders  as  "MINVERSE  (ar- 


ray)," "CHOOSE  (index_num,  val- 
ue 1,  value2,  .  .  .  ),"  and  "INDI- 
RECT (reLtext,  a  1 )." 

Don't  ask  me  what  these  com- 
mands do.  I  haven't  got  a  clue.  More- 
over, I  do  not  care. 

Nor  do  I  care  about  the  Boolean 
logic  functions  my  speadsheet  provides 
for  programmers,  the  trigonometric 
formulas  it  includes  for  civil  engineers, 
or  the  esoteric  statistics  intended,  I 
suppose,  for  social  scientists  trying  to 
get  bigger  federal  grants. 

I  don't  need  these  features.  All  I 
need  is  some  basic  math  and  a  handful 
of  financial  functions — what  I  got  14 
years  ago  with  VisiCalc. 

When  it  comes  to  software  bloat, 
spreadsheets  aren't  the  only  guilty 
parties.  The  latest  release  of  my  word 
processor  has  ballooned  in  size  500% 
over  the  version  I  bought  in  1989— 
1 ,000%  if  you  count  the  help  system 
and  spelling  checker  that  come  with 
it.  Of  course  the  new  version  will 
allow  me  to  type  my  letters  in  up  to 
81  rainbow-hued  colors,  sort  para- 
graphs by  the  binary  value  of  the  first 
character,  and  perform  any  number 
of  other  irrelevant  and  (to  my  eyes) 
ridiculous  operations. 

The  charting  program  I  bought  in 
1987  is  now  12  times  as  big  as  its 
initial  release.  My  database  program 
has  grown  by  a  factor  of  5 .  The  latest 
upgrade  of  the  handy  utility  I  use  to 
store  addresses  and  phone  numbers 
requires  me  to  load  the  contents  of 
11  floppy  disks  onto  my  computer. 
One  of  those  floppies  contains  a 
program  to  allow  me  to  add  movies 
to  my  data. 

Movies?  To  a  software  card  file? 

Do  these  expanded  versions  of  old- 
er software  have  more  capabilities 
than  their  predecessors?  Yes.  Do  I 
need  all  those  memory-hogging  fea- 
tures? No. 

Am  I  happy  I  paid  for  them  and  the 
additional  memory  needed  to  make 
them  work?  Absolutely  not. 


The  bells,  buttons,  gongs  and  whis- 
tles stuffed  into  the  latest  overweight 
applications  programs  serve  little 
more  purpose  than  the  chrome  trim 
on  a  1958  Plymouth  Fury. 

However,  there's  something  more 
serious  involved  than  chrome  trim. 
It's  called  training. 

New  software  releases  require 
new  learning.  The  more  complex 
the  upgrade,  the  greater  the  time 
and  effort  needed  to  forget  the  old 
and  learn  the  new. 

The  original  VisiCalc  manual  was  a 
scant  193  pages  in  length.  You  could 
read  it  in  a  single  sitting;  you  could 
master  the  program  in  a  week.  In 
contrast,  modern  spreadsheets  come 
with  a  small  library  of  instruction 
manuals,  the  largest  of  which  is  a 
Tolstoyan  tome  tipping  the  scales  at 
750  pages.  And  as  for  learning  how 
to  use  the  software,  I  just  received 
a  flier  from  an  outfit  offering  to 
teach  me  Excel's  basics — a  three-day 
course  for  $600. 

Personal  computer  software  is  be- 
coming so  elephantine  that  the  time 
and  expense  of  teaching  workers  how 
to  use  it  threatens  to  outweigh  the 
scant  productivity  gains  the  software 
may  promise. 

It's  been  36  years  since  C.  North- 
cote  Parkinson  formulated  his  famous 
explanation  of  why  once-productive 
organizations  evolve  into  ineffective 
bureaucratic  paper-shufflers:  "Work 
expands  so  as  to  fill  the  time  available 
for  its  completion."  Now  the  philoso- 
pher's insight  is  coming  back  to  haunt 
everyone  who  uses  a  personal  com- 
puter. If  Parkinson  were  writing  to- 
day, his  law  surely  would  read:  "Soft- 
ware expands  to  fill  the  computing 
power  available  to  run  it." 

And  the  corollaries  to  the  law  are 
more  expensive  equipment  to  operate 
the  stuff  and  staggering  employee- 
training  costs. 

Consider  Microsoft's  new  Chicago 
operating  system.  There  are  about  70 
million  users  of  Microsoft's  Windows 
worldw  ide.  Assume  for  a  minute  that 
all  70  million  Windows  customers 
need  just  two  days  of  training  to 
become  proficient  in  Chicago.  What 
would  be  the  bill  in  terms  of  lost 
productivity?  My  conservative  esti- 
mate— $20  billion. 

My  advice:  Think  twice  before  up- 
grading any  software.  H 
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This  small  appliance  is  easy  to  customize. 


itroducing  the  Digital  Celebris;"  designed  to  be  as  simple 
nd  adaptable  as  your  basic  stereo.  Like  any  small  appliance,  it 
comes  with  all  the  teatures  you  want,  so  it 
includes  PCI  local  bus  and  64-bit  graphics 
performance.  And  you  can  choose  the 
amount  of  memory  and  speed,  up  to  a  90MHz 
entium™  processor.  Once  it's  yours,  it  can  be  modified  in  sec- 
hds  to  meet  your  changing  needs,  just  by  popping  the  easy- 


access  enclosure  to  switch  cards  or  add  memory.  Without 
tools.  Without  disconnecting  peripherals.  But  always  with  the 
nice,  secure  feeling  you  get  from  a  Digital  3-year  limited  war- 
ranty. If  you  think  the  Celebris  sounds  good  now,  wait  till  you 
own  it  a  while.  Call  1-800-210-1403 
for  your  nearest  reseller.  Please 
reference  JDB  when  you  call, 

8:30  a.m.  to  8:00  p.m.  Mon-Fri.  ET.    Beyond  the  box. 


ioddo 


Introducing  the  Digital  Celebris. 


)IGITAI  EQUIPMENT  CORPORATION  1994  The  Digital  logo  and  Celebris  are  trademarks  and  Beyond  The  Bon 


••  marh  ot  Diyilal  Equipment  Corporation  Pentium  is  a  trademark  ol  Intel  Cor  poration  and  the  Intel  Inside  logo  IS  a  register" 


WINDOWLESS  DESIGN  saves 
iNERGY.  However,  LET'S  CONSIDER 

:    RE  GULAR  &  Thorough 

INSPECTIONS 

for  STRUCTURAL  FATIGUE. 


ACH    building  may 
unique  in  its  own  right,  yet  there 
e  certain  critical  elements  that  every 
lly  great  one  possesses. 

Comfortable  temperature  and 
midity  levels.  Soft,  balanced  lighting, 
cely  maintained  appearance.  And,  of 
irse,  superior  structural  integrity. 

At  Johnson  Controls,  our  mission  is 
create  this  ideal  building  environment. 

Outsourcing  is  a  prime  way  to 
ike  this  happen.  It's  a  tool  whereby 
u  contract  with  an  outside  company 


to  perform  typically  in-house  services 
that  are  often  quite  distinct  from  your 
core  business.  Outsourcing  helps  lower 
operating  costs  while  allowing  you  to 
tap  into  a  resource  of  specialized  skills. 

With  over  40  years  experience 
in  integrated  facility  management,  we 
have  the  skills  to  manage  an  entire 
building.  Everything  from  the  physical 
plant  to  landscaping. 

We  can  offer  services  like  vibra- 
tion analysis  and  infrared  imaging 
inspection.  Services  that  can  predict 


structural  problems  before  they  occur. 
And  allow  you  to  schedule  maintenance 
so  your  building  works  right  all  the  time. 

As  the  experienced  leader,  we 
realize  that  any  building,  given  proper 
attention,  can  become  a  more  productive 
environment.  There's  no  reason  why  your 
building  can't  achieve  similar  status. 

With  help  from  Johnson  Controls. 
People  committed  to  improving  life  in 
the  great  indoors. 

JQHNSON 
CONTROLS 
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Annual  checkups  are  a  placebo.  Far  more  useful  are 
things  you  can  do  for  yourself  like  monitoring  your  own 
body  signals  and  developing  healthy  habits. 

Expensive  and 
ineffective 


By  Kate  Bohner  Lewis 

An  advertisement  for  the  Life  Ex- 
tension Institute  in  Manhattan  says 
the  institute  specializes  in  giving 
checkups  to  a  "high-profile  corporate 
clientele."  An  hpcc  is  anyone  willing 
to  shell  out  $595  for  a  basic  examina- 
tion, plus  $60  for  blood,  urine  and 
prostate  cancer  tests,  $170  for  a  mam- 
mography, $230  for  a  proctosig- 
moidoscopy (to  check  colon  cancer), 
$315  for  a  cardiac  stress  test  and  $80 
for  a  chest  X  ray. 

Put  your  checkbook  away,  urges 
Dr.  Charles  Bardes,  professor  of  inter- 
nal medicine  at  Cornell  University 


Don't  overdo  the  tests 

These  guidelines  on  when  to  get  tests 
must  be  adjusted  to  take  into  account 
your  family  history  and  risk  factors. 


Test 

Ailment  or  risk  factor 
to  be  uncovered 


Medical  College  in  New  York,  who 
scoffs  at  the  idea  of  checkup  centers. 
"You  can't  just  put  patients  through  a 
Star  Trek-type  scanner  and  expect  a 
list  of  diseases  to  pop  out,"  he  says. 

Dr.  Bardes  has  plenty  of  authorita- 
tive company  in  his  skepticism.  "It's 
expensive  and  ineffective,"  agrees  Dr. 
Barbara  Starfield,  professor  at  the 
School  of  Public  Health  at  Johns 
Hopkins  University.  The  U.S.  Pre- 
ventive Services  Task  Force's  report, 
published  in  1989,  concluded  that 
preventive  care  is  most  effective  when 
you  regularly  see  or  speak  to  a  doctor 
who  knows  your  habits  and  your  fami- 
ly's history.  Such  a  doctor  is  better 
qualified  to  tell  you  which  tests  you 
need,  and  when,  than  a  doctor  who 
has  never  seen  you  before  and  who 
may  never  see  you  again.  He  is  also 


Age  30  to  49 


better  equipped  to  persuade  you  t 
cut  out  self  destructive  behavior  (lik 
drinking  and  smoking)  that  are  linke 
to  the  leading  causes  of  death. 

The  checkup  specialist  may  caus 
anxiety.  "A  random  scan  of  15  or  2 
tests  will  almost  surely  lead  to  fals 
positives,"  says  Dr.  Douglas  Karrj 
erow,  director  of  the  Office  of  Diseas 
Prevention  &  Health  Promotion  i 
Washington.  For  instance,  if  5%  of  a 
diagnostic  tests  return  a  false  positive 
a  20-test  battery  would  be  bound  t 
result  in  at  least  one  false  alarm. 

Here  are  some  guidelines  that  ar 
probably  more  useful  than  a  cost! 
oncc-a-year  physical.  They  were  d^ 
veloped  by  the  American  Medical  As 
sociation  and  the  American  Institut 
for  Preventive  Medicine. 

For  people  under  30  a  basic  exam- 
full  history,  urinalysis,  blood  coun 
and  HIV  test — every  five  years  i 
enough.  At  30,  plan  on  physical 
three  years  apart.  Men  should  mak 
sure  that  those  checkups  include  test 
ing  for  prostate  and  colon  cancer. 

After  age  50,  the  cancer  test  shoul< 
be  performed  a  minimum  of  ever 
two  years.  You  should  at  the  very  lea* 
be  tested  for  hidden  blood  in  you 
stool.  After  you  reach  50,  get  a  regula 
proctoscopy  or  sigmoidoscopy.  (I: 
these  tests  the  physician  inspects  th 
lower  portion  of  your  colon  by  insert 
ing  a  viewing  instrument.) 

These  guidelines  say  you  need  reg 
ular  yearly  physicals  only  when  yo 


Age  50  to  64 


Age  65  + 


Complete  physical  exam4 


\  \  \  \  \  \  \ 


Eye  examination 

Glaucoma 


1    \    \  \ 
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Dental  checkup 

Cavities,  gum  disease 


Cervical  smear  (women) 

Uterine  cancer 


Blood  pressure 

Heart  disease  risk  factor 


Blood  lipids 

Heart  disease  risk  factor 


Mammography  (women) 


Breast  cancer 


1  \ 


Rectal  and  colon  exam 

Colon  cancer 


Prostate  (men) 

Prostate  cancer 

*An  exam  may  turn  up  cancer,  heart  disease,  diabetes,  anemia  or  other  disease, 

but  the  main  objective  is  to  review  overall  health  status  and  develop  a  relationship  with  a  doctor. 

Source:  American  Medical  Association. 


*,  Once  each  year    *^  Twice  each  yeai 
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The  health  care  company  was  sick  of  rising  workers  compensation  costs.  We  suggested  that 


The  Company  Needed  Strong  Medicine. 


they  try 


a  Liberty  Mutual  loss  prevention  program,  combined  with  managed  care  and  return-to-work  programs. 


And  our  customer  soon  fe 


u  We  Made  It  Easier  Tb  Swallow. 


.  30%  decrease  in  claims  and  a  43%  decrease  in  costs.  If  you'd  like  to  feel  better 


18* 


LIBERTY 

about  your  workers  compensation  costs,  talk  to  Liberty  Mutual.  MUTUAL, 


STAYING  HEALTHY  ; 


reach  the  age  of  60  or  65.  But  even 
then,  no  need  to  write  a  huge  check.  A 
good  checkup — at  any  age — should 
cost  between  $300  and  $500. 

And  then  there  are  things  to  watch 
out  for,  no  matter  what  your  age. 

Every  adult  should  have  His  blood 
pressure  checked  once  or  twice  a  year. 
You  don't  need  a  doctor  for  this;  you 
can  check  it  yourself.  Hammacher 
Schlemmer  sells  a  blood  pressure  self- 
tester  for  about  $200.  Hypertension 
is  one  condition  that  can  be  caught 
early  at  small  expense  and  treated  with 
medication  and  dietary  changes. 

When  it  comes  to  your  heart:  If  you 
have  no  reason  to  suspect  heart  dis- 
ease, get  an  electrocardiogram  every 
three  years  until  age  40.  If  it  picks  up 
something  irregular,  a  test— ultrafast 
computerized  tomography — can 
screen  for  heart  or  artery  disease.  This 
test  costs  $300  to  $400,  and  is  usually 
not  covered  by  insurance. 

Women  over  18  should  have  a  year- 
ly professional  breast  exam  in  addition 
to  those  they  give  themselves  month- 
ly. An  annual  pap  smear  is  also  rec- 
ommended to  check  for  cervical  can- 
cer. Doctors  advocate  that  women  get 
mammograms  once  between  35  and 
40,  every  one  to  two  years  between  40 
and  50,  and  yearly  after  that. 

Some  diagnosis  you  can  usefully  do 
yourself:  Listen  to  your  body  signals, 
says  Dr.  Roy  Schwarz,  director  of 
medical  education  and  science  at  the 
American  Medical  Association.  Unfa- 
miliar spots  may  mean  skin  cancer.  An 
inexplicable  change  in  bowel  habits 
may  be  due  to  colon  cancer. 

Suppose  you've  just  spent  an  hour 
shoveling  snow  and  feel  a  pain  be- 
neath your  ribs.  Are  you  sore,  or  are 
you  having  a  heart  attack?  Consider 
your  risk  factors.  Do  you  smoke  or 
have  high  blood  pressure,  high  cho- 
lesterol, diabetes  or  a  family  history  of 
heart  problems?  If  pain  and  your  per- 
sonal habits  fit  the  heart-attack  pro- 
file, says  Dr.  Louis  Katz,  a  preventive 
medicine  specialist  in  Manhattan,  call 
an  ambulance  immediately. 

We've  all  heard  stories  of  chaps 
marching  happily  out  of  an  annual 
checkup  with  a  clean  bill  and  drop- 
ping dead  that  afternoon.  "Passing  a 
physical  exam  each  year  does  not 
mean  you're  healthy,"  says  the  AMA's 
Schwarz.  "You've  got  to  be  aware  of 
your  own  personal  health  risks."  M 


A  new  laser  surgery  to  cure  snoring 
is  a  moneymaker  for  doctors. 
Don't  rush  to  sign  up. 

Sleep  on  it 


By  R.  Lee  Sullivan 

"Snoring — outpatient  laser  surgery 
available,"  shouts  an  orange-and- 
blue  billboard  on  Interstate  45  north 
of  Houston.  Billboard  surgery  has  a 
new  darling:  laser-assisted  uvulopala- 
toplasty.  It  promises  to  cure  you  or 
your  spouse  of  snoring. 

Available  for  a  year  and  a  half,  this 
technique  is  whipping  snorers  into  a 
frenzy,  and  word  is  spreading  fast. 
More  than  1 ,000  doctors  have  taken 
courses  in  the  procedure  in  the  past 
year,  many  of  them  supported  by  laser 
manufacturers,  like  Sharplan  of  Allen- 
dale, N.J.  Sharplan  also  steers  doctors 
toward  its  own  public  relations  and 
advertising  firms  for  advice  on  how  to 
drum  up  interest  in  the  surgery,  tech- 
niques such  as  holding  snoring  semi- 
nars, posting  billboards  and  soliciting 


spots  on  local  television  news  pi 
grams.  The  company  even  refers  j: 
tential  patients  to  doctors  trained 
the  procedure.  No  wonder  tl 
10,000  Americans  have  already  t 
dergone  the  15 -minute  operation. 

What's  in  it  for  doctors?  Mon 
"The  financial  incentive  is  v< 
strong.  You  have  to  do  only  one 
two  a  month  [at  $2,000  per]  to  coi 
the  cost  of  the  laser  in  one  year,"  s; 
Karen  Amburgey,  Sharplan's  spok 
man.  Sharplan  sells  the  antisnori 
lasers  for  $32,000  to  $42,000  apiei 

But  what's  in  it  for  a  patient?  S 
unclear. 

Snoring  is  often  caused  by  a  flutd 
ing  soft  palate  and  uvula  (the  tiss 
that  hangs  from  the  back  of  t 
throat),  which  vibrates  as  the  patic 


Open  wide  and  say  "Arrrgh!" 

Sharplan  promotes  laser  surgery  for  snoring  with  its  Swiftlaser  as 
"virtually  painless";  patients  compare  the  procedure  to  swallowing  acid. 
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nnovation  isn't 


finding  the  light  at  the  end 


of  the  tunnel. 


The  world's  first  frosted  light  bulb 
was  Invented  by  Toshiba. 


It's  finding  a  way  to  have  no  tunnel  at  all. 

People  are  funny. 

They  don't  like  to  be  in  the  dark.  Which  is  why  the  light 
bulb  was  invented. 

On  the  other  hand,  they  don't  like  light  to  be  too  bright, 
either.  Which  is  why,  in  1925  -  for  the  first  time  ever-Toshiba 
found  a  way  to  frost  the  inside  of  a  clear  bulb. 


Neat  trick.  Still  works  today.  Maybe  that's  what  got  us  thinking  about  this  tunnel  thing. 

We're  referring  to  the  MRI  (which  stands  for 
Magnetic  Resonance  Imaging),  a  recent  breakthrough 
in  diagnostic  scanning  that  uses  a  magnetic  field 
instead  of  X  rays.  Trouble  is,  it  requires  the  patient  to 
lie  inside  a  cylindrical  tube,  which  is  a  real  problem 
if  you're  claustrophobic  or  6  years  old  and  afraid 

Toshiba  brought  the  world's  first  open  MRI  to  market. 

of  the  dark.  (Actually,  it's  kind  of  scary  no  matter  who  you  are.) 

So  what  we  did  was  bring  the  world  the  only  MRI  system  that's  open  to  the  air  on  all  four  sides. 

Sounds  easy.  Wasn't.  Wif   

As  a  result  of  innovation,  today  a  6-year- old-child  can  lie  in  a  scanner  and  look  up  at  her  mother  in  a 
room  that's  fit  with 


Kind  of  sheds  a  whole  new  light  on  the  business  of  technology,  doesn't  it? 

In  Touch  with  Tomorrow 

TOSHIBA 


J 
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Zapping  sleepers  who  snore 

Laser  surgery  quiets  snoring  by  cutting  trenches  in  the  soft  palate  on  both  sides  of  the  uvula  and  reshaping  the  tissue. 


breathes.  The  traditional  procedure 
for  removing  the  tissue  involves  ex- 
tensive cutting  of  the  soft  palate  and 
uvula  under  general  anesthesia.  Two 
side  effects  are  possible,  especially  if 
too  much  tissue  is  removed.  One  is 
nasal  regurgitation,  which  occurs 
when  the  palate  fails  to  seal  the  back  of 
the  nose,  allowing  fluid  and  food  to 
come  out  of  the  nose  during  swallow- 
ing. The  other  possible  side  effect  is 
voice  change  after  surgery. 

Instead  of  carving  out  part  of  the 
soft  palate  and  uvula  with  a  scalpel, 
the  laser  surgeon  trims  the  tissue  with 
a  laser  beam  in  a  series  of  three  to  six 
operations  performed  under  local  an- 
esthesia. Less  tissue  is  removed,  and 
the  surgery  is  done  in  a  doctor's  office 
instead  of  a  hospital.  There  have  been 
no  comprehensive  studies,  but  sup- 
porters claim  the  procedure  is  85% 
effective  at  quieting  snoring  to  a  toler- 
able level,  if  not  eliminating  the  an- 
noyance entirely. 

But  some  doctors  are  skeptical  that 
a  procedure  that  takes  away  less  tissue 
can  be  as  effective  as  the  scalpel  sur- 
gery. Others  note  that  laser  surgery 
clears  part  of  the  obstruction  by 
notching  the  soft  palate  on  both  sides 
of  the  uvula,  lifting  the  palate  clear  of 
the  airway  as  the  scars  heal.  As  time 
passes,  this  tissue  could  loosen,  falling 
back  into  the  airway.  "The  success 
rate  is  just  laser  hype,"  scoffs  Dr. 
Dennis  Crockett  of  the  University  of 
Southern  California. 

Also,  while  the  laser  is  promoted  as 
less  painful,  it's  really  a  matter  of 


perspective.  Complete  treatment  can 
take  as  many  as  six  operations,  extend- 
ing the  pain  over  a  period  of  months, 
and  it  hurts  almost  as  much  as  the 
scalpel.  "It  was  like  somebody  took  a 
blowtorch  and  put  it  down  my  throat. 
It  was  like  swallowing  acid,'"  says 
Joanne  Rogoff,  who  had  laser  surgery 
that  quieted  her  snoring.  Most  pa- 
tients also  report  severe  throat  pain 
persisting  for  two  weeks  after  each 
laser  session. 

Another  drawback:  smell.  The 
piercing  odor  of  burning  tissue  while 
the  laser  is  at  work  shocks  many  pa- 
tients. Once  they've  recovered  from 
the  surgery,  some  report  other  linger- 
ing side  effects. 

After  surgery,  the  sensation  of  miss- 
ing tissue  while  swallowing  is  strange. 
When  blowing  their  noses,  some  pa- 
tients find  they  must  hold  their 
tongue  against  the  roof  of  their 
mouth,  or  their  lips  are  forced  open. 
Agonizes  Rogoff,  "Once  the  tissue  is 
out,  you  think  maybe  it  was  there  for  a 
reason." 

You  should  also  remember  that 
surgery  isn't  the  only  answer  to  snor- 
ing. Conditions  like  allergies  or  obesi- 
ty can  provoke  snoring.  The  solution 
may  be  as  simple  as  losing  10  pounds, 
not  boozing  before  bedtime,  or  sleep- 
ing on  your  side.  "People  should  be 
sure  [of  the  cause]  before  they  muti- 
late their  own  body,"  observes  Stan- 
ford's Dr.  Christian  Guilleminault.  A 
doctor  who  has  just  invested  $40,000 
in  Sharplan's  Swiftlaser  isn't  likely  to 
tell  you  that. 


And  for  some  patients  who  choo 
laser  over  a  scalpel,  the  experien 
may  turn  deadly.  For  about  3%  of  t] 
middle-aged  population,  snoring  is 
symptom  of  a  truly  dangerous  con<j 
tion  called  obstructive  sleep  apnea 
occurs  when  the  upper  airway  is  tc 
small  or  collapses  outright,  deprivii 
the  victim  of  oxygen.  Many  arei 
even  aware  that  they  suffer  from  tl 
condition,  but  some  5,000  may  c 
from  sleep  apnea  every  year. 

"Some  of  the  doctors  attendii 
training  courses  now  don't  have 
good  understanding  of  sleep  apnea 
complains  Dr.  Samuel  Mickelson 
Detroit's  Henry  Ford  Hospital.  T 
laser  cutting  is  too  limited  to  tre 
anything  other  than  borderline  sle 
apnea,  and  many  physicians  who  u 
the  laser  are  willing  to  skip  overnig 
sleep  studies,  inconvenient  for  pj 
tients  but  the  only  reliable  way 
pinpoint  deadly  sleep  apnea.  Md 
serious  sleep  apnea  can  require  a  fi 
scalpel  correction  or  even  tracheot 
my,  leaving  a  permanent  hole  in  t] 
throat.  There  are  also  effective  noj 
surgical  remedies,  like  sleeping  with 
mask  connected  to  an  air  pump  th 
keeps  the  airway  open. 

Warns  Dr.  Jack  Coleman,  a  Va 
derbilt  otolaryngologist  who  was  oj 
of  the  first  U.S.  physicians  to  lea 
laser  antisnoring  surgery,  "Doctc 
are  using  [it]  to  print  money,  but 
they  don't  pay  attention  to  sleep  a 
nea,  they're  going  to  kill  somebody 

Is  snoring  so  terrible  as  to  ma 
alleviating  it  worth  the  risks? 
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ARTICLES  FOR  A  FED 


GETTING  IN  TOUCH  WITH  YOUR  FEMININE  SIDE 

—  August  1992  issue 

PICKING  THE  RIGHT  CLOTHES  FOR  ANY  OCCASION 

—  December  1991  issue 


HOW  TO  KEEP  A  SECRET 

—  March  1993  issue 

HOW  TO  BUY  WOMEN'S  UNDERWEAR  (FOR  WOMEN) 

-  June  1993  issue 


r LiiwunftL  hi  rttim 

EDITED  BY  WILLIAM  6.  FLANAGAN 


Which  of  the  world's  hotels  and  resorts 

are  favored  by  affluent,  experienced  travelers? 

Here's  how  readers  of  the  Hideaway  Report  vote. 

Travelers5  choice 


When  in  doubt,  stay  at  the  Four  Seasons  or  the  Ritz- 
Carlton.  That's  the  consensus  from  the  well-heeled,  expe- 
rienced travelers — more  than  90%  journeyed  outside  the 
U.S.  in  the  past  year — who  subscribe  to  Andrew  Harper's 
Hideaway  Report,  "a  connoisseur's  worldwide  guide  to 
peaceful  and  unspoiled  places." 

Each  year  publisher  Andrew  Harper  turns  the  tables  on 
his  readers  and  asks  them  to  rate  hotels  and  resorts  around 
the  world.  Over  2,500  participated  this  year.  Subscribers 
named  their  favorites  in  four  categories:  U.S.  city  hotels, 
U.S.  resorts,  foreign  city  hotels  and  foreign  resorts.  The 
rising  stars  are  hotels  that  show  the  most  dramatic  rise  in 
the  annual  rankings. 


Top  20  U.S.  city  hotels 


1  Hotel  Bel-Air  (Los  Angeles) 

310-472-1211;  80( 

1-648-4097 

1 

2  Four  Seasons  (Chicago) 

312-280-8800;  80 

1-332-3442 

3 

3  Mansion  on  Turtle  Creek  (Dallas) 

214-559-2100;  80( 

J-527-5432 

2 

4  Ritz-Carlton  (Boston) 

617-536-5700;  80 

)-241-3333 

4 

5  Windsor  Court  (New  Orleans) 

504-523-6000;  80 

1-262-2662 

5 

6  Mandarin  Oriental  (San  Francisco) 

415-885-0999;  80 

1-622-0404 

7 

7  The  St.  Regis  (New  York) 

212-753-4500;  80 

1-759-7550 

9 

8  The  Carlyle  (New  York) 

212-744-1600;  80 

J-227-5737 

8 

9  Ritz-Carlton  (Chicago)t 

312-266-1000;  80 

)-332-3442 

6 

10  Ritz-Carlton  (San  Francisco) 

415-296-7465;  80 

)-241-3333 

13 

1 1  Four  Seasons  Clift  (San  Francisco) 

415-775-4700;  80( 

1-332-3442 

12 

12  Four  Seasons  (New  York) 

212-758-5700;  80( 

1-332-3442 

13  Ritz-Cariton  Buckhead  (Atlanta) 

404-237-2700;  80 

1-241-3333 

10 

14  Four  Seasons  (Boston) 

617-338-4400;  80 

1-332-3442 

19 

15  Four  Seasons  (Washington) 

202-342-0444;  80 

1-332-3442 

14 

16  Campton  Place  (San  Francisco) 

415-781-5555;  80( 

1-235-4300 

11 

17  The  Plaza  (New  York) 

212-759-3000;  80 

1-228-3000 

29 

18  Four  Seasons  Olympic  (Seattle) 

206-621-1700;  80( 

1-223-8772 

20 

19  The  Mark  (New  York) 

212-744-4300;  80( 

1-843-6275 

24 

20  The  Lowell  (New  York) 

212-838-1400;  80 

1-221-4444 

16 

Figure  at  right  indicates  last  year's  ranking. 

'Hotel  was  not  amonf 

j  top  50  last  year. 

tOwned  and  operated  by  Four  Seasons. 


We  show  here  the  20  biggest  vote-getters  in  each  of  th 
categories.  Of  the  total  of  93  hotels  listed,  14  are  Foil 
Seasons  properties  and  5  are  Ritz-  Carl  tons — high  propoi 
tions  for  relatively  small  chains.  The  best  of  the  bes 
according  to  the  Harper  poll:  the  Hotel  Bel- Air  in  Lc 
Angeles;  the  Boulders  in  Carefree,  Ariz.;  the  Oriental  i 
Bangkok;  the  Villa  d'Este  at  Lake  Como,  Italy.  The  be: 
new  entries:  the  Four  Seasons  in  New  York;  the  Manel 
Bay  Hotel  on  Lanai,  Hawaii;  the  Ciragan  Palace  Hotel  i 
Istanbul;  and  the  Four  Seasons  in  Bali. 

For  a  free  copy  of  the  September  issue  with  complet 
survey  results,  write  Hideaway  Report,  Box  50,  Sun  Vallc 
Idaho  83353,  or  lax  406-862-3486.  -W.G.F. 


The  Hotel  Bel-Air  in  Los  Angeles 
Top-rated  city  hotel  in  the  U.S. 
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5  Boulders  in  Carefree,  Ariz, 
st  resort  in  the  U.S. 


op  20  U.S.  resort  hotels 


The  Boulders  (Carefree,  AZ) 

602-488-9009;  8 

)0-553-1717 

1 

The  Greenbrier  (White  Sulphur  Springs,  WV) 

304-536-1110;8 

JO-624-6070 

4 

Ritz-Carlton  (Laguna  Niguel,  CA) 

714-240-2000:8 

)0-241-3333 

3 

Mauna  Lani  Bay  (Kohala  Coast,  HI) 

808-885-6622;  8 

30-367-2323 

2 

The  Cloister  (Sea  Island,  GA) 

912-638-3611:8 

10-732-4752 

6 

Ventana  (Big  Sur,  CA) 

408-667-2331;  8 

JO-628-6500 

5 

Auberge  du  Soleil  (Rutherford,  CA) 

707-963-1211;  8( 

10-348-5406 

7 

Lodge  at  Koele  (Lanai,  HI) 

808-565-3800;  8 

10-321-4666 

10 

Ritz-Carlton  (Naples,  FL) 

813-598-3300;  8( 

10-241-3333 

9 

The  Point  (Upper  Saranac  Lake,  NY) 

518-891-5674;  8( 

10-255-3530 

11 

Lodge  at  Pebble  Beach  (Pebble  Beach,  CA) 

408-624-3811;  8( 

10-654-9300 

15 

Meadowood  (St.  Helena,  CA) 

707-963-3646; 8 

10-458-8080 

13 

Inn  at  Little  Washington  (Washington,  VA) 

703-675-3800 

12 

Post  Ranch  Inn  (Big  Sur,  CA) 

408-667-2200; 8 

)0-527-2200 

36 

Mauna  Kea  (Kohala,  HI) 

Closed  for  renovation  until  12/95 

8 

The  Phoenician  (Scottsdale,  AZ) 

602-941-8200;  8( 

10-888-8234 

16 

Halekulani  (Honolulu,  HI) 

808-923-2311;  8( 

10-367-2343 

14 

Four  Seasons  (Maui,  HI) 

808-874-8000;  8( 

10-334-6284 

28 

The  Little  Nell  (Aspen,  CO) 

303-920-4600;  8( 

10-525-6200 

21 

Four  Seasons  Biltmore  (Santa  Barbara,  CA) 

805-969-2261;  8( 

10-332-3442 

20 

gure  at  right  indicates  last  year's  ranking.   *  Hotel  was  not  among  top  50  last  year. 


Top  20  foreign  city  hotels 

1  The  Oriental  (Bangkok) 

2-236-0400;  8( 

0-526-6566 

2 

2  The  Regent  (Hong  Kong) 

721-1211,800 

545-4000 

1 

3  Hotel  Ritz  (Paris) 

4316-3030;  801 

1-223-6800 

3 

4  The  Connaught  (London) 

71-499-7070;  ? 

00-223-6800 

7 

5  Le  Bristol  (Paris) 

1-4266-9145;  S 

00-223-6800 

4 

6  The  Stafford  (London) 

71-493-0111;  fax  71-493-7121 

5 

7  The  Peninsula  (Hong  Kong) 

366-6251;  800- 

323-7500 

6 

8  Claridge's  (London) 

71-629-8860;  8 

00-637-2869 

8 

9  Mandarin  Oriental  (Hong  Kong) 

522-0111: 800- 

526-6566 

11 

10  Hotel  Cipriani  (Venice) 

41-520-7744;  8 

00-223-6800 

10 

11  Hotel  deCrillon  (Pans) 

1-4471-1500;  8 

00-223-6800 

12 

12  Hotel  Hassler  (Rome) 

6-678-2651;  8C 

0-223-6800 

9 

13  Plaza  Athenee  (Paris) 

1-4723-7833;  8 

00-225-5843 

13 

14  The  Lanesborough  (London) 

71-259-5599;? 

00-999-1828 

29 

15  The  Dorchester  (London) 

71-629-8888;  8 

00-727-9820 

14 

16  The  Berkeley  (London) 

71-235-6000; £ 

00-637-2869 

15 

17  The  Regent  (Sydney) 

2-238-0000;  8C 

0-545-4000 

24 

18  Four  Seasons  (London) 

71-499-0888;8 

00-332-3442 

20 

19  Four  Seasons  (Toronto) 

416-964-0411; 

800-332-3442 

19 

20  Raffles  (Singapore) 

337-1886;  800- 

232-1886 

23 
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Top  20  foreign  resort  hotels 


1  Villa  d'Este  (Lake  Como,  Italy) 

2  Hotel  San  Pietro  (Positano,  Italy) 

3  Little  Dix  Bay  (British  Virgin  Islands) 

4  Four  Seasons  Nevis  (St.  Kitts-Nevis) 

5  Amandari  (Bali,  Indonesia) 

6  Amanpuri  (Phuket  Island,  Thailand) 

7  Inverlochy  Castle  (Ft.  William,  Scotland)     397-702177;  fax  397-702953 

8  Boyer'lesCrayeres"  (Reims,  France)      26-828080;  fax  26-826552 


31-511471;  800-223-6800 
89-875455;  800-223-9832 
809-495-5555;  800-928-3000 
809-469-1111;  800-332-3442 
361-771267;  800-421-1490 
76-324333;  800-421-1490 


9  Chewton  Glen  (New  Milton,  England) 

10  Grand  Hotel  du  Cap  Ferrat  (France) 

11  Cap  Juluca  (Anguilla) 

12  Domaine  Saint-Martin  (Vence,  France) 

13  Hotel  Splendido  (Portofino,  Italy) 

14  Jumby  Bay  Island  (Antigua) 

15  Hotel  Bora  Bora  (French  Polynesia) 

16  Gleneagles  (Auchterarder,  Scotland) 

17  The  Meridian  Club  (Turks  &  Caicos) 

18  Malliouhana  (Anguilla) 

19  Brenner's  Park  (Baden-Baden,  Germany) 

20  Four  Seasons  (Bali,  Indonesia) 


425-275341;  800-344-5087 
93-765050;  fax  93-761302 
809-497-6666;  800-323-0139 
93-580202; fax  93-240891 
185-269551;  fax  185-269614 
809-462-6000;  800-421-9016 
689-604411;  800-421-1490 
764-662231;  800-628-8929 
212-696-4566;800-331-9154 
809-497-6111;  800-835-0796 
7221-9000;  800-223-6800 
361-701010;  800-332-3442 


The  Villa  d'Este  on  Lake  Como,  Italy 
Best  foreign  resort. 


Figure  at  right  indicates  last  year's  ranking.   "Hotel  was  not  among  top  50  last  year. 


Rising  stars 

Hotels  showing  most  dramatic  rise  in  rankings 

Hotel 

Telephone 

Ranking 

Hotel 

Telephone 

Ranking 

'93 

'94 

'93 

9 

U.S.  city  hotels 

Foreign  city  hotels 

Four  Seasons  (New  York) 

212-758-5700;  8( 

0-332-3442 

* 

12 

Ciragan  Palace  Hotel  (Istanbul) 

21-2-258-3377;  800-426-3135 

2 

The  Plaza  (New  York) 

212-759-3000;  8( 

0-228-3000 

29 

17 

Four  Seasons  (Milan) 

2-796976;  800-332-3442 

* 

2 

Park  Hyatt  (Washington) 

202-789-1234;  8( 

10-922-7275 

46 

34 

Amstel  (Amsterdam) 

20-622-6060;  800-327-0200 

50 

3 

The  Willard  (Washington) 

202-628-9100;  8( 

10-327-0200 

31 

21 

The  Lanesborough  (London) 

71-259-5599;  800-999-1828 

29 

I 

U.S.  resort  hotels 

Foreign  resort  hotels 

Manele  Bay  (Lanai,  HI) 

808-565-7700;  8( 

10-321-4666 

* 

26 

Four  Seasons  (Bali,  Indonesia! 

361-701010;  800-332-3442 

* 

2 

Inn  at  Perry  Cabin  (St.  Michaels,  MD) 

410-745-2200;  8( 

0-722-2949 

* 

33 

Schlosshotel  Kronberg  (Kronberg,  Ger) 

6173-70101;  fax  6173-701267 

* 

2 

Post  Ranch  Inn  (Big  Sur,  CA) 

408-667-2200;  8( 

10-527-2200 

36 

14 

La  Samanna  (St.  Martin) 

590-876400;  800-854-2252 

* 

2 

Inn  at  Sawmill  Farm  (West  Dover,  VT) 

802-464-8131 

45 

27 

Turnberry  Hotel  (Turnberry,  Scotland) 

655-31000;  800-223-6800 

* 

3 

Little  Palm  Island  (Little  Torch  Key,  FL) 

305-872-2524;  8( 

0-343-8567 

46 

29 

Hotel  Splendido  (Portofino,  Italy) 

185-269551;  fax  185-269614 

26 

1 

•Hotel  was  not  among  top  50  last  year. 
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The  inspiration  for  our  new  Qub  W>rld  seat. 


With  an  adjustable  lumbar  support,  a  newly  designed  footrest  and  the  privacy  of  side  headrests,  you'll 
think  you're  flying  on  cloud  nine.  It's  the  way  we  make  you  feel  that  makes  us  the  world's  favourite  airline. 


British  Airways 


The  world's  favourite  airline*^^ 


PERSONAL  AFFAIRS 


Traveling  abroad  isn't  particularly  risky, 
but  accidents— and  crimes— can  happen. 
Here  are  some  tips. 

Getting  out 
of  trouble 


By  Toddi  Gutner 


Air  ambulance 

A  trip  home  can  cost  up  to  $120,000. 


Thomas  and  Cynthia  Roesler  were 
relaxing  in  their  hotel  room  in  Nas- 
sau, Bahamas  when  two  masked  men 
carrying  shotguns  burst  through  the 
door  and  demanded  money.  Not  get- 
ting any  right  away,  one  of  the  thugs 
fired  a  blast  into  Thomas'  back,  nearly 
severing  his  right  arm. 

New  York  City  is  not  die  only 
dangerous  place  in  the  world. 

Three  key  executives  of  a  North 
Carolina  sales  promotion  company 
were  returning  from  touring  a  factory 
near  Shenzhen,  China,  about  60 
miles  north  of  Hong  Kong,  when  the 
factory  owner's  BMW  smashed  into  a 
gravel  truck.  The  Americans — John 
White,  Phil  Blount  and  Mac  Fletch- 
er— were  seriously  banged  up;  one 
was  left  in  a  coma. 

Where  do  you  turn  in  predicaments 
like  these? 

For  a  start,  contact  the  nearest  U.S. 
embassy  or  consulate.  "They  can't 
always  solve  the  problem,  but  they 
can  point  you  in  the  right  direction," 
says  Gary  Sheaffer,  press  officer  for  the 
State  Department's  Bureau  of  Con- 
sular Affairs. 

Embassies  in  all  foreign  capitals 
have  a  duty  officer  on  call  around  the 
clock,  and  smaller  embassy  outposts 
have  24-hour  answering  services.  In 
health  emergencies,  they  can  direct 


you  to  local  hospitals  and  English- 
speaking  doctors  or  sometimes  help 
you  find  an  interpreter.  If  you're  hos- 
pitalized, the  embassy  or  consulate 
can  contact  the  people  whose  names 
you  listed  when  you  applied  for  your 
passport.  That  information  is  stored 
in  State  Department  computers. 

It  is  also  a  good  idea  to  write  in  your 
passport  the  names  of  people  to  be 
notified  in  case  of  emergencies.  Near 
the  front  of  your  passport  is  space 
reserved  for  that  purpose. 

That  information  can  be  crucial.  In 
May  Charles  Eddy  Betcher,  a  Colora- 
do contractor,  lay  injured  in  a  Thai- 
land hospital  for  six  days,  while  the 
State  Department  and  the  U.S.  em- 
bassy in  Bangkok  tried  to  contact  his 
relatives.  He  was  dead  a  week  when 
the  news  finally  reached  his  family. 
The  family  still  doesn't  know  exactly 
how  or  why  he  died. 

Sometimes  your  credit  card  issuer 
can  help.  American  Express  offers  all 
its  cardholders  special  services — in- 
cluding referrals  for  English-speaking 
doctors  and  attorneys  abroad.  Visa 


and  MasterCard,  depending  on  tij 
issuing  bank,  offer  the  same. 

American  Express'  Platinum  can! 
holders — who  pay  S300  a  year  for  tr 
card — get  emergency  translation  se 
vices  and  free  medical  evacuation  cc 
erage  if  they  need  it. 

The  biggest  medical  problem  yd 
may  face  overseas  is  simply  getting  01 
of  the  country  or  to  a  decent  hospit2 
The  North  Carolina  businessmen  ii 
jured  in  China  had  no  easy  time  ge 
ting  out  of  the  hospital  near  Shet 
zhen,  despite  contacting  the  U.. 
consulate  in  Hong  Kong  and  the  loc 
U.S.  consulate  in  Guangzhou.  Moi 
than  $20,000  in  cash  had  to  be  paid : 
hospital  and  government  fees  befoi 
the  trio  could  get  to  Hong  Kong  fc 
treatment. 

If  you  are  injured  or  take  ill  abroai 
getting  back  home  can  involve  h 
money  if  you  are  in  bad  shape.  Thon 
as  Roesler,  who  was  shot  in  the  Bah. 
mas,  credits  a  medical  airlift  with  sa1 
ing  his  arm — and  his  life.  Eight  hou 
after  he  was  shot,  an  air  ambulann 
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A  suite  at  The  Fairmont  has  always 
en  considered  the  standard  of  luxury  in 
isiness  travel. 

Indeed,  there  was  a  time  when  it  was  a 
xury  afforded  to  only  the  very  few.  Or,  the 
ry  Important.  Like  Presidents.  Royalty, 
id  even  the  occasional  Pope. 


President  William  H.  Talt  was  one  of  many  who 
enjoyed  a  suite  at  The  Fairmont.  Now,  so  can  you. 


on  a  complimentary  or  reduced  rate  basis. 

As  a  President's  Club  member,  you  will 
also  receive  deluxe  welcome  gifts,  as  well  as 
a  special  dining  certificate  and  complimentary 
overnight  shoeshine.  In  the  morning,  look 
forward  to  coffee  or  tea,  and  your  choice  of 
newspaper,  delivered  to  your  room. 


It  used  to  take  money,  power  and 
nfluence  to  get  a  suite  at  die  Fairmont. 

Now,  it  just  takes  a  signature. 


But  today,  you  needn't  be  registered  in  Who's  Who  to 


en  doors  at  The  Fairmont.  You  simply 
ed  to  register  in  our  President's  Club.  jggj 

Every  time  you  check  into  a  Fairmont, 
u  will  automatically  be  upgraded  to  a  suite,  * 
I  when  one  is  available, 
I  at  no  extra  charge. 
I  What's  more,  you'll  enjoy 
aranteed  room  availability  whenever  you  make  your  reserva 
ns  at  least  48  hours  in  advance  — even  when  a  city  is  sold  out.       consider  a  Very  Important  Person 
well  as  access  to  our  Health  Clubs  and  Business  Centers  and  a  guest  to  be  one  and  the  same. 


But  that's  not  all.  Because  if  you  belong  to 
the  American  Airlines* 

r     ~  - 

Advantage*  program,  you'll 
earn  500  miles  with  every  stay. 
President's  Club  membership  is  completely 
enroll,  just  call  1-800-522-3437. 
:el  makes  it  so  easy  for  guests  to 


e,  comfort  and  style.         ^  J 
But  then,  at  The  Fairmont,  we 


AMERICA'S  GRAND  HOTELS.  SINCE  1907 


ni9 


Dallas 

$22<) 


New  Orleans 


*125 


San  Francisco 

H89 


San  Jose/Silicon  Valley 

$125 


resident's  Club  benefits  applv  at  the  published  National  Corporate  rate  above,  rack  or  weekend  rates.  There-  are  a  limited  number  of  rooms  available  lor  this  promotion,  and  promotion  is  subject  to  availability  at  time  of  reservation. 
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American  Airlines  and  AAd  vantage  are  registered  trademarks  of  American  Airlines,  Inc. 


service  got  him  into  emergency  sur- 
gery in  Miami.  Ambulance  cost: 
$6,500,  out  of  pocket. 

Air  ambulance  service  can  cost 
much  more,  depending  on  distance — 
from  $35,000  to  $50,000  to  return 
from  Europe;  and  $100,000  to 
$120,000  from  the  Far  East. 

So  if  you  travel  abroad  frequently 
you  should  consider  buying  prepaid 
air  ambulance  service.  Cost:  around 
$130  to  $275  annually  per  person. 
Premiums  include  other  travel  assis- 
tance services  as  well  as  evacuation  to 
the  nearest  appropriate  medical  facili- 
ty. The  standard  travel  insurance  poli- 
cy offers  only  minimal  medical  evacu- 
ation protection — typically  $10,000 
to  $25,000 — not  enough  to  get  you 
back  from  London.  Ask  your  agent 
about  getting  additional  coverage.  Or 
contact  MEDjet  International  (800- 
356-2161),  International  SOS  Assis- 
tance (800-523-8930)  or  World  Ac- 
cess Service  Corp.  (800-654-6686). 
Any  of  these  will  sell  you  a  member- 
ship or  policy  that  guarantees  emer- 
gency medical  evacuation  at  no  addi- 
tional cost.  Short-term  trip  plans  also 


are  available. 

What  do  you  do  if  a  relative  or 
friend  gets  sick,  dies  or  is  in  trouble 
overseas?  The  State  Department's 
Citizens  Emergency  Center  (202- 
647-5225 )  is  available  24  hours  a  day 
to  contact  family  members  or  arrange 
the  return  of  a  body  to  the  U.S. 
(about  6,000  Americans  die  overseas 
each  year). 

What  about  legal  problems?  For 
minor  offenses,  like  overstaying  a  visa 
or  being  arrested  for  being  tipsy  in 
public,  people  are  usually  fined,  not 
imprisoned. 

Foreign  countries  are  required  by 
international  agreements  to  notify  the 
nearest  U.S.  embassy  promptly  if  a 
U.S.  citizen  is  arrested.  Note,  howev- 
er, that  "promptly''''  in  China  might 
mean  four  days.  Some  countries,  like 
Vietnam,  are  notorious  for  not  notify- 
ing officials  at  all. 

"We  can't  get  anybody  out  of  jail," 
says  Sheaffer  of  the  State  Department. 
"Most  Americans  think  the  worst  case 
is  that  they  will  be  thrown  out  of  the 
country.  That  isn't  true." 

Embassy  officials  are  required  to 


visit  Americans  in  jail,  help  find  a 
appropriate  lawyer  and  ensure  thl 
Americans  aren't  discriminate 
against  or  mistreated.  They  are  alj 
supposed  to  monitor  your  case. 

If  you've  been  a  victim  of  a  crinj 
overseas,  the  embassy  will  try  to  ke< 
the  local  police  working  on  your  ca 
once  you've  left.  But  the  State  Dl 
partment  itself  generally  doesn't  ii 
vestigate  crimes.  (In  Roesler's  cas 
no  arrests  have  yet  been  made.) 

Thinking  of  bringing  a  civil  s\j 
overseas?  Good  luck.  Few  countri 
are  as  litigation-happy  as  the  U.S.,  ar 
few  permit  compensation  for  paii 
suffering  and  disfigurement. 

Miami  attorney  Steven  Marks 
representing  Roesler  in  a  security  nd 
ligence  suit  against  the  Bahamian  h< 
tel  where  he  was  staying.  Marks 
trying  to  recover  the  $300,000  1 
says  Roesler  spent  on  medical  biL 
plus  money  for  disability  and  disfi; 
urement.  Marks  has  found  that  Roe 
ler's  hotel  appears  to  be  a  subsidiary 
a  U.S.  company,  but  where  there  aj 
no  U.S.  affiliates,  recovery  can  1 
almost  impossible.  I 
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PERSONAL  AFFAIRS 


Botanical  prints,  books  and  watercolors  are  hot. 
Thank  the  current  popularity  of  gardening. 

Flower  power 


By  Toddi  Gutner 

In  1985  A  rare  book  of  botanical 
prints  by  famous  French  illustrator 
Pierre-Joseph  Redoute  (1759-1840) 
sold  for  about  $120,000.  But  sold 
individually,  the  book's  486  plates 
would  fetch  well  over  $1  million  to- 
day. "The  sum  of  the  parts  [in  prints] 
is  worth  more  than  the  whole, "  says 


Evelyn  Kraus,  head  of  prints  for  Ursus 
Books  &  Prints  in  Manhattan. 

The  artists  of  the  heyday  of  botani- 
cals, 1700  to  1840,  were  more  inter- 
ested in  selling  books  than  prints. 
They  painted  original  watercolors  on 
paper  or  vellum.  Apprentices  etched 
the  images  onto  copper  plates.  Al- 


Robert  John  Thornton's  "Night-blowing  cereus,"  circa  1800 

Once  ripped  out  of  books  for  their  scenery  value,  but  no  longer. 


most  all  the  prints  made  from  th 
plates  were  bound  into  books, 
book  runs  themselves  were  smi 
usually  fewer  than  500  copies.  M 
18th-  and  19th-century  botani 
prints  available  today  were  cut  ou! 
old  books  and  periodicals. 

And  they  are  hot  items.  Hig 
coveted  prints  from  those  books,  si 
as  The  Temple  of  Flora  by  Robert  Jc 
Thornton  (1768-1837)  or  Redout 
Roses,  can  run  as  high  as  $12,0 
each — about  triple  what  they  fetch 
in  the  early  1980s. 

Prints  of  lesser- known  artu 
whose  works  were  usually  cut  fr« 
19th-century  periodicals,  now  sell 
$100  to  $4,000  for  sets  of  four 
more.  That's  about  five  times  m« 
than  five  years  ago. 

No  surprise  that  the  prices  of  int 
books  of  botanical  prints  have  shot 
like  sunflowers.  Earlier  this  year, 
Sotheby's  in  New  York,  one  of  I 
200  original  copies  of  Redoute's 
Liliacees fetched  $332,500,  well  o 
the  $200,000  estimate.  At  a  Sotl 
by's  London  auction  in  1984  a  simi 
copy  sold  for  $70,290.  That  copy  h 
belonged  to  on-the-lam  commodit) 
trader  Marc  Rich,  who  obviously  bl 
the  timing  of  this  sale. 

In  the  beginning,  botanical  boc 
were  practical  field  guides.  Startii 
around  the  12th  century,  moii 
trudged  through  forests  and  ma 
drawings  of  herbs  that  could  be  u: 
in  medicines  and  cooking.  In  the  Yi 
century,  when  formal  gardens  becai 
the  rage,  botanical  illustrators  fillet 
new  role — portraying  the  flow< 
grown  in  gardens. 
"  Basil  Besler  (1561-1629),  a 
remberg  apothecary  and  botanist,  c 
some  of  the  first  copper  engravings 
exotic  flowers.  His  classic  book,  HI 
tus  Eystettensis,  published  in  \6. 
was  a  survey  of  a  Bavarian  aristocra 
garden.  One  copy  in  very  good  com 
tion  sold  for  $1  million  in  1987. 
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)age  from  Basil  Besler's  "Hortus  Eystettensis,"  1613  Watercolor  of  iris  from  "Les  Liliacees"  by  Redoute 

long  the  first  copper  engravings  of  exotic  flowers.  Top  of  the  line  for  $275,000. 


Igle  plate  from  the  book  today 
cches  about  $4,500. 
Top  of  the  class  so  far  as  price  goes 
e  Redoute  and  Thornton.  Redoute 
is  garden  painter  to  Napoleon's  Jo- 
phine  at  Malmaison  and  was  the 
st  botanical  artist  to  successfully  use 
pple  engraving — etched  dots — on 
s  copper  plates.  This  technique  re- 
lted  in  prints  that  closely  mimicked 
e  subtle  gradations  found  in  the 
iginal  watercolors.  It  was  quicldy 
:ked  up  by  Redoute's  colleagues — 
en  like  Jean  Louis  Prevost  (1760- 
U0)  and  Francis  (1758-1840)  and 
:rdinand  Bauer  (1760-1826). 
In  1985  Sotheby's  sold  the  468 
iginal  watercolors  from  Redoute's 
s  Liliacees  for  $5.5  million  to  Gra- 
in Arader,  a  Philadelphia  and  New 
>rk  dealer.  Arader  has  since  sold 
'o- thirds  of  the  original  watercolors 
r  prices  ranging  from  $25,000  to 
175,000. 

Thornton's  works  are  prized  for 
eir  romantic  and  exotic  settings, 
iach  scenery  is  appropriate  to  the 
bject,"  he  once  wrote.  For  exam- 
b,  in  his  watercolor  "Night-blowing 
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cereus,"  the  moon  is  shining  on  a 
rippled  river,  and  a  turret  clock  strikes 
midnight — the  hour  this  tropical  cac- 
tus flower  reaches  its  fullest  bloom.  A 
torn-from-the-book  print  of  the  work 
sells  for  about  $8,000  today. 

One  collector  who  wouldn't  dream 
of  tearing  plates  out  of  these  old 
books  is  Rachel  Lambert  Mellon,  wife 
of  financier  Paul  Mellon.  Her  collec- 
tion, housed  in  a  plain  whitewashed 
stone  building  on  her  estate  in  Upper- 
ville,  Va.,  is  one  of  the  world's  best.  It 
consists  of  about  2,000  rare  books, 
1,500  manuscripts  and  several  hun- 
dred prints,  original  watercolors  and 
oil  paintings.  Mellon  says  the  collec- 
tion is  worth  $1.5  million,  but  experts 
say  that  is  a  gross  undervaluation. 

In  the  preface  to  one  of  the  books 
being  compiled  on  the  collection,  An 
Oak  Spring  Sylva,  Mellon  writes:  "My 
first  awareness  of  the  outside  world, 
beyond  the  caring  and  loving  hands 
that  surrounded  me,  was  of  being  very 
small  near  a  bed  of  tall  white  phlox  in 
my  godmother's  garden.  This  tower- 
ing forest  of  scent  and  white  flowers 
was  the  beginning  of  ceaseless  inter- 


est, passion  and  pleasure  in  gardens 
and  books." 

If  you  share  some  of  Mellon's  pas- 
sion for  gardens  and  garden  prints  but 
lack  her  means,  there  are  plenty  of  old 
books  of  botanical  prints  available  at 
$10,000  and  under.  Book  size,  print 
run  and  artist  all  affect  the  price. 

Major  botanical  book  and  print 
dealers  include  Ursus  Books  &  Prints 
and  Donald  Heald  Rare  Books,  both 
in  New  York,  Graham  Arader  in  Phila- 
delphia and  Lyons  Ltd.  Antique 
Prints  in  San  Francisco.  Sotheby's  and 
Swann  Galleries,  both  in  New  York, 
and  Christie's  in  London  also  sell 
botanicals  and  botanical  books. 

Two  good  source  books  on  the 
subject  are  The  Art  of  Botanical  Illus- 
tration by  Wilfrid  Blunt  and  William 
T.  Stearn  and  Great  Flower  Books, 
1700-1900  by  Sacheverell  Sitwell. 

To  see  great  botanical  book  and  print 
collections,  visit  New  York's  Botanical 
Garden  in  the  Bronx,  the  Hunt  Insti- 
tute for  Botanical  Documentation  at 
Pittsburgh's  Carnegie  Mellon  Univer- 
sity and  the  Royal  Botanic  Gardens  at 
Kew,  outside  London.  WA 
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Ridgely 
Harrison  Jr. 

When  ad  agency  Deutsch 
Inc.  saw  the  patrician  visage 
of  retired  businessman 
Ridgely  Harrison  Jr.  in 
Town  &  Country,  it  knew 
it  had  found  the  perfect 
model  for  an  ad  cam 
paign.  Deutsch  spent  six 
months  tracking  Harri- 
son down  and  cut  a  deal. 

Harrison,  68,  never 
guessed  he  would  become 
the  model  for  Mr.  Jen- 
kins, the  smug,  wisecrack- 
ing spokesman  for  Tan- 
queray  Gin.  An  unrepen- 
tant tippler,  Mr.  Jenkins 
is  shown  in  ads  choosing  a 
martini  over  decaf  cap- 
puccino and  toasting  the 


Harold  Hook 


American  General's  Hook 


Four  years  ago  Harold 
Hook,  chairman  of  Hous- 
ton's American  General 
Corp.,  won  a  nasty  proxy 
battle  to  keep  his  compa- 
ny out  of  the  hands  of 
Torchmark  Corp.  Now 
Hook  knows  how  it  feels  to 
be  the  spurned  suitor. 

American  General's 
biggest  business  is  selling 
low-end  life  insurance 
door-to-door.  In  this  busi- 
ness growth  isn't  easy.  So 
Hook,  62,  wants  to  buy  up 
more  life  insurance,  con- 
sumer finance  and  annuity 
firms — he's  snared  nine 
to  date.  He  figured  his  gen- 
erous $2.6  billion  bid  for 
Unitrin  Corp.  last  month 


return  of  the  macrame  bi- 
kini. "He  is  the  Marlboro 
Man  of  the  martini  set," 
says  agency  head  Donny 
Deutsch. 

Mr.  Jenkins,  maybe, 
but  not  Harrison.  The  real- 
life  Mr.  Jenkins  success- 
fully took  over  Minwax,  his 
grandfather's  sleepy  60- 
year-old  varnish  and  wax 
business,  in  1964.  It  had 
$200,000  in  sales.  When  he 
sold  out  to  Sterling 
Drugs  in  1978,  it  had  sales 
of  $15  million. 

Harrison  likes  to  tip 
the  occasional  martini — 
vodka,  not  gin — but 
there  the  resemblance  to 
Mr.  Jenkins  ends.  He  is 
described  by  a  Palm  Beach 
observer  as  "quiet  and 


would  easily  make  the 
Chicago-based  life  insurer 
number  10. 

He  was  wrong.  Uni- 
trin's  controlling  investor, 
Henry  Singleton,  reject- 
ed the  bid.  Unitrin's  board 
backed  him  up,  and 
aunched  a  program  to  buy 
?ack  20%  of  Unitrin's 
stock.  The  matter  is  now  in 
the  Delaware  courts,  but 
Hook  admits  he  underesti- 
mated how  resistant  Sin- 
gleton would  be.  "The 
only  thing  that's  routine 
about  acquisitions  is 
they're  never  routine," 
says  Hook  with  a  shrug. 

Which  won't  keep 
Hook  from  seeking  more 
deals.  The  life  insurance 
industry  is  entering  a  period 
of  accelerated  consolida- 
tion, he  says.  This  merger 
wave  will  be  driven  in  part 
by  new  industry  rules  re- 
quiring higher  levels  of 
capital  to  do  business. 
Hook  says  he'd  like  to  see 
$45  billion  (assets)  Ameri- 
can General  double  in 
size  over  the  next  five  years. 
Vows  Hook:  "This  isn't 
my  last  hurrah." 

-Christopher  Palmerj 


unassuming,"  likes  to  put- 
ter in  his  gardens  in  Palm 
Reach,  Southampton,  N.Y. 
and  Harbor  Springs, 
Mich.,  and  has  never  toast- 
ed a  bikini.  Does  he  see 
himself  in  the  Jenkins  char 
acter?  "Oh,  my  good- 
ness, no!" 

Which  doesn't  bother 
him.  What  does  bother  him 
is  his  deal  with  Deutsch. 
Harrison  is  too  genteel  to 
talk  dollars.  All  he'll  say  is 
that  it's  over  $25,000  a  year 
for  the  splashy  $  1 5 
million  ad  campaign.  Says 
Harrison:  "Perhaps  if 
I'd  known  the  campaign 
would  be  this  big, 
I  would  have  asked 
for  more." 

-Robert  La  Franco 


Thurman  Naylor 

Who  says  you  can't  make 
money  carrying  coals  to 
Newcastle?  Thurman 
(Jack)  Naylor  of  Chestnut 
Hill,  Mass.  pulled  off  the 
equivalent  in  June  by  sell- 
ing his  camera  collection 
to  .  . . Japan. 

Naylor,  71,  former 
chairman  of  auto  and  air- 
craft partsmaker  Stan- 
dard-Thomson, is  no  ordi- 
nary hobbyist.  His  cam- 
era collection,  which  we 
profiled  two  years  ago 
(Jan.  20,  1992),  is  the 
world's  largest.  It  in- 
cludes 6,500  cameras,  a  like 


1 


The  real-life  Mr.  Jenkins 


number  of  camera  attacl 
ments,  15,000  photos  at 
2,500  photography 
books. 

Naylor  spent  $2.5  mil 
lion  assembling  the  item 
over  40  years  at  his  horn 
His  selling  price:  over  $£ 
million.  The  Japanese 
government  plans  to  ope 
museum  in  Yokohama 
next  year  specially  design 
for  the  collection.  "The 
money  is  important,  but 
not  as  important  as  hav- 
ing the  collection  go  to  : 
place  that  will  use  it  for 
historical  purposes,"  sayj 
Naylor. 

-David  S.  Fondii.i 


Thurman  Naylor— say  "Cheese!" 
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In  the  best  of  families  you  always  know 
where  you  stand.  Ours  too. 

Defined  Asset  Funds    are  unit  investment  trusts  that  have  been  a  part  of  our  family  of funds 
for  over  twenty  years.  Because  unlike  some  other  investments,  you  know  what  you're  investing  in  before 
you  buy.  And  these  professionally  selected  portfolios  of  stocks  and  bonds  are  supervised  rather  than 
managed,  so  there  s  no  management  fee.  To  find  out  more,  talk  to  one  of  the  financial  professionals  below. 
For  a  free  copy  of   Investing  with  Defined  Asset  Funds,   call  1-800-562-2926,  ext.  562. 


The  Defined  Asset  Fund  Sponsors 

 Merrill  Lynch  

Smith  Barney  •  PaineWebber  •  Prudential  Securities  •  Dean  Witter 

A  free  prospectus  containing  more  complete  information  on  any  Defined  Asset  Fund,  including  all  charges  and  expenses,  is  available. 

Read  the  prospectus  carefully  before  investing. 


The  overall  market 


JOHN  H.  CHRISTY 


ie  Barra  All-US  index  of  6,000 
>cks  rose  2.3%  over  the  last  two 
:eks.  Is  Wall  Street  ready  to  emerge 
>m  a  lethargic  summer?  Jeffrey 
>plegate,  chief  investment  strategist 
CS  First  Boston  in  New  York,  says 
it  despite  a  sluggish  market,  now  is 

I  time  to  start  constructing  a  "post- 
rrection"  portfolio.  According  to 
•plegate,  the  next  leg  of  the  market 

II  be  led  by  cyclical  companies 
iper,  chemicals,  capital  goods)  that 
t  a  lot  of  their  profits  abroad. 
One  stock  that  fits  the  profile  is 
iterpillar,  the  world's  largest  maker 

earthmoving  and  construction 
uipment.  Foreign  operations 
;ount  for  approximately  half  of 
.terpillar's  sales,  and  Applegate  says 
it  an  accelerating  recovery  in  other 
tions  will  help  Caterpillar's  earnings 
3W  at  a  15%  annual  pace  over  the 
xt  few  years.  For  similar  reasons 
>plegate  likes  Compaq  Computer, 
)odyear  Tire  &  Rubber  and  Gillette. 


pecial  focus 


Rising  interest  rates  are  weakening  but 
not  destroying  the  housing  recovery. 
Meanwhile,  remodeling  activity  remains 
brisk.  The  eight  companies  below  make 
or  retail  building  materials.  Their  shares 
sell  at  an  average  of  12  times  consensus 
estimates  of  1995  earnings  from  the 
Institutional  Brokers  Estimate  System. 


Home  on  the  range 


Company 

Recent 
price 

1995  est 
P/E 

Apogee  Enterprises 

14  3/4 

12 

Armstrong  World  Inds 

48  y2 

10 

OIY  Home  Warehouse 

io  y4 

12 

Elcor 

197/8 

10 

Grossman's 

25/8 

9 

Hechinger 

14X/2 

15  ! 

Ply  Gem  Industries 

225/s 

13 

Sherwin-Williams 

323/4 

14 

Source:  IBES,  Inc. 
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The  Barra  All-US  price  index  as  of  9/1/94 


Market  value:  $5,255.3  billion 
P/E:  21.4 

P/t  minus  negative  EPS:  16.5 
Price/book:  2.7 
Yieid:  2.4% 


12-month  closeup 


Barra  index 

200-day  moving  average 
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Closeup  on  the  market 


%  change  from 


Index  or  investment 

2-week  change 

1  year  ago 

5-year  high 

Barra  All-US  index 

2.3 

1.7% 

-3.1% 

S&P/Barra  Growth  index1 

2.2 

6.7 

-0.6 

S&P/Barra  Value  index2 

2.4 

3.7 

-1.6 

Dow  Jones  industrials 

3.9 

7.6 

-1.9 

S&P  500 

2.2 

2.6 

-1.8 

NYSE 

2.1 

1.9 

-2.5 

Nasdaq 

2.3 

1.4 

-5.6 

Amex 

2.4 

-1.6 

-6.9 

EAFE3 

-0.2 

1 

9.8 

0.3 

CRB  futures  index'5 

1.1 

7.9 

-8.3 

Gold  (Comex  spot) 

1.6 

6.4 

-8.4 

Yen  (per  $US) 

1.1 

-5.8 

-37.8 

Oil  (W  Texas  Intermediate) 

-1.4 

-2.8 

-57.6 

The  best  and  worst  performing  stocks 


2-week 

1994 

2-week 

1994 

Best 

Price 

change 

EPS8 

Worst 

Price 

change 

EPS6 

Amdahl 

SlA 

40% 

$0.39 

KnowledgeWare 

41/4 

-43% 

$0.15* 

Castle  Energy 

18 

39 

NA 

Webco  Industries 

8i/8 

-40 

0.66 

Stone  Energy 

15  3/4 

38 

0.65 

Chico's  FAS 

8i/4 

-38 

0.77 

Liposome  Technology 

73/8 

37 

-1.14 

Shoe  Carnival 

6V4 

-38 

0.60 

Sodak  Gaming 

19 

36 

0.87 

AST  Research 

13 

-26 

1.97* 

1 

The  best  and  worst  performing  industry  factors7 


Best 

2-week 
change 

Since 
12/31/93 

Worst 

2-week 
change 

Since 
12/31/93 

Tobacco 

14.5% 

6.0% 

Beverages 

-4.0% 

-6.9% 

Forest  products 

9.8 

-5.3 

Broadcasting,  publishing 

-2.1 

-6.1 

Precious  metals 

8.9 

-8.1 

Water  transport 

-1.5 

0.6 

Misc  mining,  metals 

7.9 

14.0 

Motor  vehicles 

-1.4 

-12.7 

Aluminum 

7.6 

16.9 

Oil  refining,  distributing 

0.2 

19.7 

:  Data  for  period  ending  9/1/94.  The  Barra  All-US  price  index  consists  of  all  publicly  traded  common  U.S.  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  trading  on  U.S. 
ets.  ADRs,  REITs  and  closed-end  funds  are  excluded.  1  Total  return  of  a  portfolio  of  more  than  150  large-capitalization  stocks  that  has  high  historical  earnings  growth  and  has  predicted  above-average 
ngs  growth. 2  Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios. i  A  dollar-denominated  capitalization-weighted 
<  of  more  than  1,000  stocks  from  Europe,  Australia,  New  Zealand  and  the  Far  East.  Source:  Morgan  Stanley  Capital  International  Perspective.  4  Index  of  21  commodity  futures.  5  Source:  Knight-Ridder 
lcial  Publishing.  Estimate.  Source:  IBES,  Inc.  'Shows  return  to  the  industry  factor  after  controlling  for  other  influences,  including  company  size,  value  and  growth  characteristics.  Multi-industry  firms  have 
irtional  contributions  in  two  or  more  groups.  *  1995  estimate.  NA;  Not  available.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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BY  ERIC  S.  HARDY 


Knight-Ridder-CRR  spot  indexes 


Knight-Ridder-CRB  futures  indexes 


320 


290 


(1967=100) 


260 


230 


300 


260 


"fWW\.     All  commodities'  "~HJT  i(R|f,l 


1991 


1992 


1993  1994 


220 


While  the  cost-of-living  data  coming  out  of  Washington 
these  days  (e.g.,  producer  and  consumer  price  changes) 
don't  point  toward  any  imminent  acceleration  of  inflation, 
other  indicators  are  telling  a  somewhat  different  tale.  The 
"prices  paid"  component  of  the  National  Association  of 
Purchasing  Management's  index,  which  measures  raw 
material  costs  borne  by  manufacturers  and  food  proces- 
sors— and  ultimately  consumers — jumped  in  August,  to 
its  highest  level  in  six  years. 

The  precious  metals  market  also  rumbled  in  August.  Silver 
futures  were  especially  strong,  while  gold  (see  lower  left)  rebound- 
ed. Increases  in  gold  and  silver  prices  add  only  a  minuscule  amount 
to  die  cost  of  living,  but  they're  indicators  of  inflationary  expec- 


tations— and  inflation  expectations  have  a  way  of  being  se 
fulfilling.  Platinum  and  palladium  prices  have  also  b<3 
rising,  thanks  to  increased  demand  from  the  auto  industry. 

The  Commodities  Research  Bureau's  spot  index 
commodity  prices  is  up  4%  over  the  past  three  months,  wrj 
the  crb  Futures  Index  shows  a  modest  decline  over  tj 
period.  One  commodity  that  could  scx>n  be  in  greater  dema 
is  wheat.  Merrill  Lynch  grains  specialist  Mickey  Lu 
points  out  that  December  wheat  futures  are  much  high 
than  current  spot  prices  or  die  September  contract.  Accoi 
ing  to  Luth,  this  could  mean  diat  speculators  are  bcttij 
on  a  poor  harvest  in  places  like  Australia  or  Chir 
which  would  be  a  big  boost  for  American  export  sales] 


Commodity  spotlight 


Cash, and  futures  prices 


Gold'  ($  per  ounce) 
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8/93  12/93  4/94 
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Spot  indexes 

Futures  indexes 

Index1 

Value 

3-mo  change 

Index' 

Value 

3-mo  chang 

All  commodities 

266.62 

4% 

KR-CRB  index 

231.88 

-2% 

Raw  industrials 

310.26 

8 

Precious  metals 

279.43 

0 

Metals 

Textiles 

Foodstuffs 

271.23 
255.52 
214.02 

10 
0 

-2 

Industrials 
Grains 

Livestock  &  meat 

267.47 
186.27 
179.75 

-2 
-6 
-5 

Gold  has  lost  an  average  5.3%  a  year 
since  1980,  and  worldwide  gold  supplies 
are  ample.  Kvcn  so,  die  December  gold 
futures  contract  moved  up  smartly  in 
early  August  and  is  now  over  $390 
per  ounce.  Much  of  this  is  due  to 
speculators'  buying  an  inflation  hedge, 
rather  than  demand  for  the  metal  for 
industrial  or  commercial  use. 

Note:  All  prices  as  of  8/31/94.  'Composed  of  13  commodities.  Composed  of  the  13  raw  industrial  commodities  plus  10  foodstuffs.  !Gold,  platinum  and  silver.  "Composed  of 
commodities.  5December  1994  contract.  ''Base  for  spot  and  futures  indexes  (1967=100).  Source:  Knight-Ridder  Financial  Publishing. 


Spot  commodity  prices 

Futures  prices 

Index 

Price 

3-mo  change 

Index 

Price 

3-mo  chang 

Steel  scrap  (short  ton) 

$134.50 

10% 

Oct  platinum  (troy  oz) 

$415.30 

2%  * 

Copper  scrap  (pound) 

0.92 

10 

Dec  crude  oil  (barrel) 

17.58 

o  ! 

Print  cloth  (sq  yard) 

0.89 

6 

Dec  copper  (pound) 

1.16 

14 

Corn  (bushel) 

2.14 

-21 

Dec  cotton  (pound) 

0.69 

-10 

Soybean  oil  (pound) 

0.25 

-12 

Dec  Chi  wheat  (bushel) 

3.79 

10 
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For  Your  Next  Meeting,  Aim  a  Little  Higher. 


Deep  in  the  Southern  Rockies  lie  two  hundred  and  fifty  spectacular  square  miles 
known  as  Forbes  Trinchera.  Its  tallest  peak  reaches  14,345  feet  into  the  Colorado  sky,  and  its 
mountains  sweep  down  into  valleys  as  green  and  fertile  as  a  Kentucky  meadow. 

This  historic  tract  of  land  was  bought  by  publisher  Malcolm  S.  Forbes  in  1969  as 
a  natural  escape  to  a  place  far  from  Wall  Street  and  corporate  stress.  It  is  this  aspect  of  this 
wonderful  land  that  the  Forbes  family  have  decided  to  share  with  like-minded  colleagues. 

The  buildings  of  Forbes  Trinchera  have  been  remodeled  to  provide  superb 
accommodation,  but  it  is  still,  essentially,  a  ranch. 

Whilst  there,  you  can  ride  the  land  on  horseback,  or  on  trail-bike.  You  can  fly-fish  on  its  miles 

of  streams,  or  hike  its  thousands  of  trails.  You  will  have  special  rights  at  a  nearby 
golf  and  swimming  club,  or  you  can  shoot  skeet  until  every  clay  looks  as  big  as  a  house. 
And,  when  there's  work  to  be  done,  our  main  conference  room  can  seat  up  to  sixty. 

However  you  choose  to  use  it,  Forbes  Trinchera  will  provide  a  lookout  point  from  which  to  view 
the  world.  Two  hundred  and  fifty  square  miles.  Fifty  staff.  Mountains.  Valleys.  Lakes  Streams. 

Call  1-800-FORBES-5,  and  allow  us  to  tell  you  more. 

Forbes  Trinchera  Ranch 

A  Forbes  Executive  Retreat 


EDITED  PY  JASON  ZWEIG 


Is  a  closed-end  fund  trading  at  a  discount  a  bargain 
if  it's  due  to  be  liquidated?  Sometimes. 

Getting  your 
money  out 


By  Stephen  S.  Johnson 

These  days  scores  of  closed-end 
funds  trade  at  discounts  to  their  net 
asset  values.  Each  dollar  of  portfolio 
assets  trades  at  95,  90,  even  85  cents. 
How  come?  Closed-end  owners  can't 
get  their  hands  on  the  full  dollar  of 
assets.  What's  the  use  of  buying  Bak- 
er, Fentress  &  Co.  at  an  18%  discount 
to  its  liquidating  value  if  you  can't 
liquidate  it?  This  venerable  fund  has 
traded  on  the  New  York  Stock  Ex- 
change at  a  large  discount  for  a  long 
time;  it  will  probably  trade  at  a  large 
discount  for  a  long  time  more.  If  you 
buy  at  18%  off  but  can  cash  in  only  if 
someone  else  pays  you  18%  off,  the 
discount  isn't  much  good  to  you. 

But  what  if  you  expect  that  a  dis- 
counted closed-end  will  be  liquidat- 
ed? Then  what  would  have  been  a 
mediocre  buy  could  become  a  real 
bargain.  Three  kinds  of  closed-ends 
may  enable  you  to  eliminate  the  dis- 
count— but  none  is  a  sure  thing. 


The  first:  target-term  trusts,  which 
pledge  to  redeem  their  shares  at  a 
future  date.  Example:  BlackRock  In- 
vestment Quality  Term  Trust,  a  bond 
fund  recently  trading  on  the  Big 
Board  at  7%,  an  1 1%  discount  to  the 
$8.58  value  of  its  portfolio.  By  char- 
ter, this  fund  must  liquidate  at  the  end 
of  2004.  If  you  hold  to  maturity,  you 
can  be  fairly  sure,  but  not  certain,  that 
the  discount  will  shrink  to  zero. 

When  this  fund  came  public  in 
1992  at  $10  per  share,  BlackRock 
stated  an  intention — not  an  obliga- 
tion— to  pay  the  full  $10  on  liquida- 
tion. For  your  purposes,  that  goal  is 
irrelevant,  since  it  doesn't  increase  the 
fund's  expected  return.  (Any  effort 
BlackRock  makes  to  build  up  the 
ending  net  asset  value  comes  at  the 
expense  of  dividends  paid  out  in  the 
meantime.)  However,  the  $8.58  net 
asset  value  does  matter,  and  the  11% 
current  discount  should  boost  your 


return  by  better  than  one  point  a  y 
if  you  buy  now  and  hang  on  for 
years.  That  makes  up  for  the  fun 
operating  costs  of  0.9%  a  year,  j 
should  do  a  bit  better  here  than  i| 
zero  coupon  Treasury  due  in  200^ 

The  second  category:  dual  fin 
whose  assets  are  split  between  capj 
shares,  which  get  all  the  appreciati 
in  the  portfolio's  value,  and  inco' 
shares,  which  get  all  dividends  a 
interest  payments.  These  funds  a 
promise  to  liquidate  (or  to  open-ei 
at  net  asset  value  on  a  date  certain. 

Quest  for  Value's  dual  purp< 
fund  will  liquidate  on  Jan.  31,  19* 
Income  shareholders  will  get  chec 
capital  shareholders  will  get  eit 
checks  or  shares  in  an  open-end  fui 
The  two  classes  of  shares  recer 
traded  at  a  combined  5%  discount 
net  asset  value.  Over  the  next  '. 
years,  that  will  add  two  percent^ 
points  annually  to  the  fund's  retur 
But  if  the  hind  does  badly,  your  c 
count  profit  will  be  wiped  out. 

The  third  group:  closed-end  "tr1 
ger  hinds"  that  allow  investors 
consider  open-ending  them  if  1 
shares  have  traded  at  a  nagging  c 
count.  Putnam  Intermediate  Gove: 
ment  Income  Trust,  for  examp 
must  permit  shareholders  to  vote 
open-ending  the  fund  if  its  sha 
trade  at  an  average  discount  of  mc 
than  10%  for  the  12  weeks  precedi 
its  Nov.  30  fiscal  year-end.  If  t 
fund's  recent  11%  discount  cont 
ues,  shareholders  will  get  their  char 
to  vote  on  a  move  that  would  ha 
them  an  apparently  quick  profit. 

Before  you  grab  a  trigger  fin) 
remember  that  the  fund  sponsor 
strongly  motivated  to  stymie  an  ope 
ending,  lest  a  flood  of  redemptic 
reduce  assets  and  therefore  its 
agement  fees.  One  way  for  a  sponj 
to  derail  the  open-ending  is  to  buy 
just  enough  shares  to  narrow  the  d 
count  below  10%.  And  even  if  sha: 
holders  do  vote  to  open-end,  a  seco 
vote  may  be  called.  A  yes  vote  at  A 
Charter  Income's  annual  meeting 
October  will  only  entitle  shareholdi 
to  convene  another  meeting — da 
unknown — that  would  formally  cc 
vert  the  fund  to  an  open-end. 

Tempting  though  these  discoui 
seem,  don't  rush  in.  Most  of  the 
bargains  are  more  apparent  th 
real.  I 
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Bargains,  more  or  less 


Potential 
liquidation  date 

Discount1 

Annual 
expenses 
per  $100 

BlackRock  Investment  Quality 

Dec  20042 

11.1% 

$0.92 

Hyperion  2002  Term  Trust 

Nov  20022 

15.3 

0.80 

Hyperion  2005  Invest  Grade  Oppor 

Nov  20052 

12.1 

0.99 

Convertible  Holdings  Dual3 

Jul  1997 

6.9 

0.80 

Quest  for  Value  Dual3 

Jan  1997 

5.0 

0.72 

Vanguard  Gemini  11  Dual3 

Jan  1997 

2.0 

0.60 

Kemper  Intermediate  Govt 

Jan  1995" 

10.0 

0.92 

MFS  Charter  Income 

Oct  1994" 

7.8 

0.90 

Putnam  Intermediate  Govt  Income 

Nov  1994" 

10.8 

0.89 

'A$of  Aug.  29.  Mandatory  redemption  at  net  asset  value.  3  Dual  fund;  discount  and  expenses  treated  as  a  unit.  4Date 

at  which  open-ending  vote  becomes  possible. 

Sources:  Forbes;  Upper  Analytical  Services;  Mornmgstar,  Inc. 


These  closed-ends  are  cheap— if  they  liquidate  on  time. 
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you  are  nervous  about  inflation  but  still  want  to  lock  in 
)ime  of  today's  attractive  yields,  try  an  intermediate- 
rm  bond  fund.  Here's  a  simple  shopping  guide. 

Modem  maturity 


Riva  Atlas 

1994's  first  half  fund  investors 
irned  the  hard  way  that  long-term 
nds  are  riskier  than  short-term 
es.  Benham  Target  1995,  a  short- 
m  zero  Treasury  fund,  lost  just 
;%.  But  Benham  Target  2020,  a 
id  of  long-term  zero  coupon  Trea- 
ys,  lost  18.8%  of  its  value. 
Jfhe  experience  would  be  partieu- 
ly  frustrating  for  someone  who  na- 
ly  selected  a  bond  fund  last  year  on 
:  basis  of  which  had  the  best  results 
;r  the  previous  one,  three  or  five 
^rs.  Turns  out  that  what  is  best  in  a 
rket  of  declining  interest  rates  is 
>rst  in  a  market  of  rising  rates. 
By  itself,  in  short,  past  performance 
't  much  of  a  guide  to  safety  in  bond 
ids.  So  what  should  you  look  for? 
rhe  biggest  decision  you  have  to 
ike  is  where  to  position  yourself  on 
:  maturity  spectrum.  Funds  owning 
)rt-term  bonds  have  low  yields  but 
v  risk.  Funds  with  long-term  bonds 
ft  higher  yields  and  higher  risk.  Go 
>rt  if  you  have  either  an  inkling  that 
lation  and  interest  rates  will  rise,  or 
lited  tolerance  for  unpleasant  sur- 
jses.  Go  long  if  you  expect  rates  to 
y  flat  or  decline  and  if  you  have  a 
ck  skin. 

But  if  you  just  plain  don't  know,  go 
the  middle.  An  intermediate-term 
nd  fund  should  give  you  a  point  or 
better  yield  than  a  very  short  term 
e  with  only  about  half  the  risk  of  a 
y  long  term  fund, 
rhe  table  shows  five  intermediate - 
m  bond  funds,  all  with  high  credit 
ality,  that  FORBES  rates  as  Best 
ys.  These  winners  rank  high  on  a 
•ring  system  that  rewards  funds 
Lt  have  low  expenses  and,  to  a  lesser 
gree,  rewards  funds  that  deliver 
>d  results  in  relation  to  the 
;  taken. 

|Ve  emphasize  cost  in  selecting  a 
nd  fund  because  we  think  that  this 


factor  is,  after  the  maturity  of  the 
portfolio,  the  most  important  deter- 
minant of  results.  That  is,  we  think 
costs  are  more  important  than  portfo- 
lio skills  in  determining  the  outcome. 
If  you  disagree — if  you  think  past 


tempting  fund  advertising  itself  as 
"ranked  No.  1  by  Lipper"  may  win 
merely  by  dint  of  having  positioned 
itself  at  the  high  end  of  the  range 
during  a  bull  market,  or  at  the  low  end 
during  a  bear  market. 

To  get  the  weighted  av  erage  matu 
rity  of  a  fund's  bond  portfolio,  call  the 
sponsor.  Alas,  maturity — the  number 
of  years  until  the  bond  is  redeemed— 
is  an  imperfect  guide  to  interest-rate 
risk.  To  be  careful,  you  should  also 
look  at  something  called  duration. 
Duration  takes  into  account  not  only 
the  redemption  payment  at  maturity 
but  all  the  coupon  payments  in  the 
meantime.  Duration  is  better  at  high 
lighting  the  huge  rate  risk  in  zero 
coupon  bonds.  A  30-year  7V2%  Trea- 
sury, for  example,  has  a  duration  of 
only  1 2  years,  while  a  30- year  zcr<  >  has 
a  duration  of  30  years. 

Even  duration  has  its  flaws.  It  falls 
apart  completely  in  capturing  the  risks 
in  a  portfolio  stuffed  with  complex 
derivatives.  Early  in  1994  Managers 
Intermediate  Mortgage  assured  buy- 
ers that  its  duration  was  only  4.5 
years.  When  interest  rates  went  up  this 


In  the  middle 


Fund 

Performance 

Weighted 

Weighted 

Annual 

UP  DOWN 

average 

average 

expenses 

—markets— 

maturity 

duration 

per  $100 

(years)1 

(years)1 

Columbia  Fixed  Income 

B  C 

6.7 

5.0 

$0.66 

Dreyfus  100%  US  Treas  Intermediate 

B  C 

5.0 

 2 

0.733 

Fidelity  Intermediate  Bond 

C  B 

7.5 

2.6 

0.64 

SteinRoe  Intermediate  Bond 

C  C 

5.4 

4.0 

0.70 

Vanguard  Total  Bond  Market 

,.p  c 

9.0 

4.9 

0.18 

'Most  recent  available  data,  telephone  representatives  unable  to  supply  data, 
sponsor.    Sources:  Forbes;  fund  representatives. 


3Net  of  absorption  of  expenses  by  fund 


These  five  low-cost,  no-load 
intermediate-term  bond  funds 
take  moderate  interest-rate  risks. 


performance  should  be  given  more 
prominence  in  your  selection  formu- 
la— then  at  least  do  this:  Pay  a  lot  of 
attention  to  maturity  differences. 
Even  within  one  subgroup  of  high- 
grade  bond  funds,  there  is  consider- 
able range  in  portfolio  maturity. 
Within  the  Lipper  Analytical  category 
of  intermediate  term  Treasury  bond 
funds,  portfolios  range  all  the  way 
from  five  years  to  ten  years.  That 


spring,  the  fund  crashed  as  though  its 
duration  were  18  years. 

So,  as  a  last  step,  look  at  how  well 
the  bond  fund  does  in  bear  markets. 
Consult  the  down-market  grades  in 
Forbfs'  annual  mutual  fund  survey 
(Aug.  29),  or  ask  the  fund  for  its  total 
return  for  the  first  six  months  of  1 994 . 

Fear  of  inflation  needn't  scare  you 
away  from  nailing  down  some  of  to 
day's  juicy  yields,  but  the  more  atten- 
tion you  pay  to  all  these  factors,  the 
less  likely  you  are  to  be  blindsided 
with  unexpected  losses.  Hi 
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Vice  President,  Business  Development 
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s  tough  to  find  sagging  stocks  in  the  third  year 
any  President's  term— even  this  President's. 

he  charm 


f  KENNETH  L.  FISHER 


ieth  L.  Fisher  is  a  Woodside,  Calif.-based 
ey  manager.  His  third  book  is 
)  Minds  that  Made  the  Market. 


pect  President  Clinton  to  do  great 
ngs  for  stocks  in  1995.  Am  I  kid- 
g?  Nope. 

vly  studies  show  that  it  is  near 
possible  to  find  a  third  year  of  a 
sident's  term  that  is  stock  market 
irish — they  tend  to  gangbuster. 
Vhen  investors  think  of  presidential 
:tion  cycles,  they  tend  to  think  of 

fourth  year  as  when  the  President 
ins"  things  to  promote  his  reelec- 
1.  But  the  third  year  is  the  best  year 
stocks.  The  first  really  good  stock 
rket  data  starts  in  the  1920s.  Since 
pi"  Cal  Coolidge  we  have  had  17 
sidential  terms.  Except  for  the  De- 
ssion,  when  every  year  was  a  bust, 

third  presidential  year  has  only 
n  one  decline  in  the  S&P  500 — in 
59  and  then  less  than  one-half  of 

Since  1939,  not  once. 
Dn  average  the  S&P  500  has  gained 
6%  in  third  years.  The  smaller  half 
stocks  on  the  nyse  did  even  bet- 
— up  25.6%.  We  have  merely  three 
nths  until  Clinton's  third  year, 
[his  is  not  a  political  column.  I 
rt  like  Clinton  and  think  his  policy 
scriptions  are  almost  all  bad.  But 
sidents,  whatever  their  stripes,  tend 

to  make  or  break  stock  markets. 
>o  far  as  third  presidential  years  go, 


Democrats  are  better  for  stock  mar- 
kets than  Republicans.  The  Demo- 
crats' third  year  S&P  500  gain  averages 
21%,  versus  16.4%  for  Republicans. 
All  this  bodes  well  for  the  stock  mar- 
ket in  1995 — if  not  for  the  country  in 
the  long  run. 

Warning:  September  and  October 
of  a  President's  second  year  often  see 
falling  prices  leading  to  an  above- 
average  third  year.  If  so  now,  it's  a 
double  buying  opportunity. 

Why  are  third  years  so  strong?  I 
don't  know.  My  guess  is  that  midterm 
elections  cause  all  of  the  mess  you  see 
right  now.  In  second  years,  incum- 
bents of  the  President's  party  usually 
distance  themselves  from  him.  Those 
of  the  opposition  bash  him.  And  all 
challengers  bash  everyone  and  every- 
thing. The  President  bashes  back. 
You  can't  find  anybody  to  say  a  good 
word  about  anyone.  All  the  babble 
bashing  weakens  faith  in  our  institu- 
tions and  with  that  often  comes  stock 
market  corrections. 

But  by  the  third  year  we  kind  of  tire 
of  all  that.  Politicians  make  less  noise 
because  they  needn't  run  again  soon. 
We  get  back  to  Main  Street,  which 
looks  pretty  good  about  then.  In 
1995  this  should  be  even  more  true. 
The  Republicans  will  gain  enough 
House  and  Senate  seats  in  November 
to  insure  a  healthy  gridlock.  Congress 
won't  be  doing  much  so  it  won't  do 
much  damage. 

Whatever  the  mess  in  Washington, 
Main  Street  is  booming  and  the  boom 
is  still  young,  while  inflation  is  no- 
where to  be  seen.  We  had  a  nice 
correction  in  stocks  this  year.  Little 
noted:  Insider  buying  is  at  big  bullish 
levels.  And  investor  sentiment  is 
glum,  which  is  good.  So,  in  anticipa- 
tion of  the  "Clinton  rally  of  1995," 
tiy  some  financials  like: 


The  brokers.  They  fell  in  1994's 
correction,  are  cheap  and  should  rally 
in  a  rally.  Big  daddy  Merrill  Lynch 
(40)  is  a  no-brainer  at  1 .4  times  book 
value,  a  P/E  of  7  and  at  45%  of  annual 
revenue.  Morgan  Stanley  (69)  is  nice, 
too,  at  1 .4  times  book  value,  a  P/E  of 
9  and  60%  of  annual  revenue.  Bear 
Stearns  ( 1 8 )  is  a  fine  firm — a  P/E  of  6, 
1.2  times  book  and  60%  of  revenue. 
Some  much  smaller  brokers  at  similar 
valuations  that  also  should  do  well 
include:  Alex.  Brown  (29),  Legg  Ma- 
son (22),  Raymond  James  (15)  and 
Jefferies  (37 ,  o-t-c). 

The  insurers.  On  Aug.  2  and  Aug. 
30  of  last  year  I  recommended  Uslico 
(21 )  and  Allmerica  Property  &  Casu- 
alty (18).  One  is  up;  one  down.  Both 
are  too  cheap.  Uslico  is  up  but  still 
sells  at  only  85%  of  book  value, 
8  times  earnings,  and  55%  of  revenue. 
Allmerica  is  off  a  bit,  but  at  90%  of 
book  value,  a  p/e  of  11  and  55%  of 
annual  revenue,  just  be  patient. 

I  recommended  Continental  Corp. 
(15)  in  January  at  28.  It  has  been  a 
disaster,  skipping  the  dividend  and 
seeking  equity  capital,  which  will  be 
dilutive.  I  may  be  wrong,  but  I  still 
think  it  can  be  more  than  three  times 
its  current  price  in  a  few  years.  It  sells 
at  half  book  and  23%  of  sales. 

American  Premier  Underwriters 
(26)  has  grown  nicely  in  a  tough 
period  for  insurers.  Ironically,  that  has 
scared  Wall  Street.  The  stock  was  40 
last  year  and  will  be  again.  It's  at  75% 
of  book  value,  a  P/E  of  13  and  65%  of 
revenue .  Washington  National  ( 2 1 )  is 
even  more  appealing  at  75%  of  book 
value,  a  P/E  of  8, 40%  of  revenue  and  a 
5.2%  dividend  yield. 

Some  big,  boring  but  too-cheap 
insurers  are:  Aetna  (50),  Allstate 
(26),  Cigna  (67)  and  Loews{93).  Buy 
some  stocks.  Make  some  money.  SB 
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Here's  why  you  should  forget  the  horror  stories 
about  derivatives  and  learn  how  to  use  them. 

Option  strategies 


BY  R.S.  SALOMON  JR. 


R.S.  Salomon  Jr.  is  chairman  and  chief  executive 
of  Salomon  Brothers  Asset 
Management  Inc.  and  portfolio  manager  of 
Salomon  Brothers  Capital  Fund  Inc. 
Research  assistant:  Caroline  Davenport. 


Derivatives.  The  word  makes  many 
investors  shudder.  The  publicity  has 
been  terrible.  But  don't  let  these  sen- 
sational accounts  in  the  media  keep 
you  as  an  investor  from  using  what 
can  be  a  valuable  investment  tool.  For 
the  purpose  of  this  article,  I  am  only 
concerned  with  equity  market  deriva- 
tives. An  equity  market  derivative  can 
be  defined  as  an  economic  proxy  for  a 
traded  security  or  index.  This  proxy 
can  be  used  to  speculate  or  to  hedge. 

I  will  stick  with  two — futures  and 
options — because  I  think  these  are 
the  most  helpful  for  individuals  with 
$500,000  or  more  to  invest.  These 
two  instruments  differ  in  important 
respects.  A  futures  contract  repre- 
sents an  obligation  to  buy  or  sell  an 
index  at  a  certain  price  on  a  future 
date.  An  option  confers  the  right  to 
buy  (call)  or  sell  (put)  a  security  or 
an  index  at  a  certain  price  over  a 
certain  period. 

The  buyer  of  an  option  pays  a  fee 
(premium)  to  the  seller.  If  the  option 
buyer's  forecast  turns  out  to  be 
wrong,  the  premium  is  all  he  stands 
to  lose.  When  the  buyer  of  a  futures 
contract  doesn't  get  it  right,  he  loses 
a  great  deal  more:  He  is  obligated 
to  deliver  the  underlying  assets  on 
specified  dates. 

In  my  view,  individual  investors 


should  not  use  either  options  or  fu- 
tures to  take  on  more  risk.  Buying  a 
call  is  no  substitute  for  buying  a  stock. 
For  one  thing  they  are  short-term 
instruments.  Investors'  best  chance  of 
making  money  in  the  equity  market  is 
with  long-term  buy-and-hold  strate- 
gies. You  need  to  correctly  forecast 
which  stocks  will  rise,  but  you  do  not 
have  to  know  exactly  when  this  will 
happen.  To  make  money  speculating 
in  futures  and  options,  you  must  get 
both  the  direction  and  the  time  frame 
right.  If  you  are  right  about  a  stock 
being  cheap,  you  can  still  lose  money 
on  a  call  option  if  the  option  expires 
before  the  stock  rises. 

So  why  do  I  say  derivatives  are 
useful  for  individual  investors?  The 
best  use  of  derivatives  in  individual 
portfolios  is  for  the  purpose  of  hedg- 
ing or  altering  the  risk  profile  of  a 
group  of  investments.  Let  me  explain. 

Supposing  you  bought  Mexican  se- 
curities earlier  this  year  (see  my 
FORBES,  May  9  column)  and  benefit- 
ed from  that  market's  recent  700 
point  rally.  It  is  now  late  August,  and 
the  presidential  election  is  coming  up. 
You  think  there  is  a  risk — albeit  a 
small  one — of  an  adverse  outcome, 
i.e.,  a  leftist  victory.  A  put  option  on 
the  Mexican  market  would  provide 
insurance  against  substantial  loss 
while  preserving  the  upside.  The  cost 
of  this  insurance  is  relatively  modest: 
about  3%  of  the  position  to  be 
hedged.  If  instead  of  paying  this  pre- 
mium you  had  sold  out  and  then  tried 
getting  back  in  after  the  election,  you 
would  have  been  whipsawed  and  you 
might  well  have  had  to  pay  capital 
gains  taxes  on  the  sale.  It  would  have 
cost  you  many  times  3%. 

Writing  put  options  can  also  be  a 
profitable  strategy  for  individuals. 
Suppose  you  own  stock  in  a  company 
with  strong  growth  prospects  and  you 
are  confident  that  the  firm  will  meet 
or  surpass  your  performance  expecta- 
tions. The  stock  is  trading  at  $46  a 


share.  You  sell  a  put  at  $3  wit 
strike  price  of  $44,  pocketing 
premium.  If  the  stock  goes  dow 
points,  you  own  more  shares —  at  j 
$4 1  a  share  net  if  you  apply  the  pre 
urn  to  the  purchase  price.  If  the  sti 
does  not  trade  down,  you  have  ger 
ated  premium  income. 

Futures  contracts  are  gener; 
used  by  institutional  investors,  I 
there  are  appropriate  uses  for  th 
in  individual  portfolios.  Suppose, 
example,  you  sold  a  business  or 
herited  money  that  you  knew  } 
would  want  to  invest  in  the  stc 
market.  Buying  futures  would  g 
you  exposure  to  the  equity  mar 
and  provide  you  with  time  to  sel 
individual  issues.  Alternately,  if] 
inherited  a  portfolio  of  stocks  y 
might  use  futures  to  hedge  the  m 
ket  risk  to  that  part  of  your  holdii 
that  you  expected  to  use  to  pay 
estate  taxes. 

Even  if  you  do  not  use  derivativ 
there  is  value  in  the  information  th 
markets  provide  investors.  The 
sponse  of  the  futures  markets  to  i 
portant,  unanticipated  news  eve 
can  be  a  useful  indicator  of  the  dir 
tion  the  cash  market  is  likely  to  tai 
They  are  sensitive  measures  of  mar 
sentiment. 

Here's  why:  A  price  in  the  c 
market  represents  an  event  that  i 
already  occurred,  while  futures  pri 
capture  expectations  about  what  is 
come.  That  is  why  market  technici; 
pay  a  lot  of  attention  to  put/call  rat 
as  a  barometer  of  investor  sentime 
If  the  demand  for  puts  rises  relative 
the  demand  for  calls,  it  is  a  sign  fJ 
sentiment  is  turning  bearish.  If  i 
demand  for  calls  rises,  sentiment 
becoming  more  bullish. 

Derivatives  serve  a  legitimate  ej 
nomic  purpose.  Don't  let  fear  of  1 
unknown  or  media  exaggeration  ke 
you  from  using  them  when  approp 
ate  to  enhance  and  protect  your 
vestment  returns. 
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iat  the  market  hasn't  made  net  gains  is  no  sign  that 
I  bull  market  is  over.  Like  marathon  runners,  a  bull 
arket  does  best  if  it  doesn't  exhaust  itself  too  soon. 

Vatch  the  funds 


'  LASZLO  BIRINYI  JR. 

- 

^    I  1 

o  Birinyi  Jr.  is  president  of 

yi  Associates,  a  Greenwich,  Conn. -based 

cial  consulting  firm. 


E  MARKET'S  late  August  rally  pro- 
:s  a  case  study  in  stock  market 
lysis.  It  also  illustrates  structural 
nges  in  the  market.  One  of  the 
rish  arguments  is  that  cash  posi- 
is  are  low  and  that  the  usual  mea- 
e  of  mutual  fund  cash  is  at  an 
aspired  8.8%  level. 
)ver  many  years  technical  types 
e  compared  the  level  of  cash  to  the 
le  of  portfolios  and  found  that 
en  mutual  funds  have  above  10%  in 
l  (or  perhaps  more)  it  is  positive 
the  market.  The  thinking  is  that 
re  is  potential  buying  power  in 
i  cash  balances. 

•ut  that  indicator  was  developed 
;n  funds  were  a  less  important 
or  than  they  are  today.  In  1980 
cual  funds  had  equity  assets  of 
.5  billion  and  owned  3.6%  of  all 
(ks.  At  the  end  of  1993  their  assets 
I  risen  to  almost  $700  billion, 
ch  represented  15%  of  the  market, 
p  1980  a  good-size  fund  might 
fe  been  $100  million.  So  a  10%  cash 
tion  was  $10  million.  Now  $10 
ion  still  is  a  healthy  sum  of  money, 
;  if  a  manager  felt  the  market  had 
jied  or  was  about  to,  he  could  get 
sted  in  a  day  or  maybe  two  with 
I  amount  of  money.  That  same  fund 
hore  likely  to  be  $1  billion  in  size 
ly;  10%  is  $100  million.  And  $100 
'ion  can't  readily  be  put  to  work.  So 


the  Rind  probably  keeps  much  less  than 
$100  million  in  cash. 

Since  many  individual  Rinds  have 
become  so  large  and  unwieldy  and  we 
are  much  more  aware  of  how  individ- 
ual Rinds  are  doing  than  we  were  ten 
years  ago,  fund  managers  are  less  like- 
ly to  go  to  the  cash  levels  they  once 
might  have.  In  1980  a  manager  who 
was  10%  in  cash  was  taking  a  market 
risk;  today  a  manager  with  a  similar 
cash  level  is  taking  a  business  risk.  If 
the  market  takes  off  and  he's  sitting 
with  that  much  cash,  he's  going  to  be 
criticized  and  suffer  redemptions. 

I  use  an  indicator  that  adjusts  for  this 
change,  and  it  takes  mutual  Rind  cash 
relative  to  NYSE  dollar  volume.  So  if 
trading  on  the  exchange  averages 
$7  billion  a  day  and  equity  Rinds  have 
$14  billion  in  ready  reserves,  it  would 
take  the  Rinds  two  days — assuming 
there  were  no  other  buyers  in  the  mar- 
ket— to  get  invested.  This  allows  me  to 
adjust  for  the  growth  of  both  the  mar- 
ketplace and  any  particular  industry. 

Going  back  to  1980,  the  record 
high  level  of  mutual  Rind  cash  was  7.8 
days  worth  of  trading.  The  record  low 
was  1.4  days  in  October  1982.  What  is 
it  now?  The  latest  data  showed  that 
Rinds  had  an  extraordinary  9.1  days' 
worth  of  cash.  In  the  current  volatile 
market  environment,  it  takes  real  con- 
viction to  have  a  cash  position  that  is 
so  large  that  you  won't  be  able  to  fully 
participate  in  market  rallies.  And  with 
any  number  of  monitoring  services 
prepared  to  point  fingers  at  underper- 
formers,  it  is,  as  noted  before,  a  signif- 
icant business  risk  as  well. 

That  level  of  cash  is  bound  to  rise  in 
the  weeks  and  months  ahead.  In  July 
and  August  alone,  merger  and  acquisi- 
tion activity  and  buybacks  totaled  over 
$60  billion — more  than  took  place  in 
the  first  six  months  of  the  year.  I 
recognize  that  some  of  the  mergers 
were  stock  swaps  but  most  were  cash 
deals.  That  money  is  not  being  spent, 


as  shown  in  the  considerable  slowing 
of  initial -offering  activity. 

There  was  another  factor  at  work  in 
the  first  several  weeks  of  August  as 
well:  rallies  in  Coca-Cola  and  Philip 
Morris.  While  their  gains  weren't  es- 
pecially noteworthy  from  a  perfor- 
mance point  of  view,  both  are  very 
large  companies  and  even  a  slight 
increase  in  price  leads  to  a  large  in- 
crease in  market  value.  Before  the 
events  of  late  August,  I  calculated  that 
over  90%  of  the  gain  in  the  market 
had  been  from  just  those  two  names. 
Since  most  large  institutions  are  not  as 
exposed  to  the  names  as  they  should 
be,  their  performance  lagged.  Thus 
cash-rich,  underperforming  money 
managers  had  little  choice  but  to 
jump  on  the  bandwagon. 

It  boils  down  to  this:  The  institu- 
tions are  cash-heavy,  despite  what  ob- 
solete indicators  may  show.  In  a  bull 
market,  stocks  rally  sharply  and  can 
easily  get  away  from  you.  So  don't 
wait  until  you  see  the  whites  of  their 
eyes,  because  by  that  time  it's  too  late. 
Get  fully  invested  now. 

To  use  this  continuing  bull  market 
to  your  advantage,  I  would  make 
some  shiffs.  First,  the  great  rally  in 
Compaq  (35)  is  over.  Lately  investors 
have  not  taken  advantage  of  dips  to 
buy.  They  haven't  sold  into  rallies 
either,  so  there  is  enough  indecision 
to  turn  Compaq  into  a  market  stock, 
meaning  it  is  more  likely  to  track  the 
s&P  than  to  outperform  it. 

I  see  a  shiR  to  what  we  might  term 
consumer  growth  issues.  Stocks  like 
Nike  (64),  Gillette  (71),  Nordstrom 
(46),  Procter  &  Gamble  (60)  and  even 
Philip  Morris (61 ).  This  shiR  does  not 
necessarily  apply  to  the  food  industry, 
in  spite  of  the  takeover  interest  caused 
by  Gerber. 

I  would  avoid  some  of  the  recover- 
ing, smaller  technology  names. 
Stocks  like  Cisco  Systems  (24)  and 
Borland  (13),  up  smartly  from  their 
lows,  are  being  sold  by  investors  who 
probably  have  taken  a  beating  in  those 
names  and  understand  that,  after  a 
50%  decline,  a  50%  recovery  does  not 
bring  you  back  to  even. 

As  for  the  market  itself,  I  am  still 
looking  for  4000  this  year  but  hope 
that  it  will  rest  before  making  that 
assault.  Market  gains,  like  marathons, 
are  best  taken  at  an  even  pace  if  you 
want  to  go  the  distance.  MR 
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Forget  price/earnings,  price/book,  price/cash  flow 
ratios.  IVR  is  a  much  better  measure  of  investment  value. 

Why  a  stock  is  like  a  bond 


BY  JOHN  RUTLEDGE 


John  Rutledge  is  an  economist 
and  chairman  of  Rutledge  &  Co.,  a 
merchant  bank  in  Greenwich,  Conn. 


LAST  MONTH  I  w  rote-  a  column  argu- 
ing that  intrinsic  value  risk,  rather 
than  volatility,  is  w  hat's  important  Tor 
stocks.  IVR  is  the  likelihood  that  an 
investor's  estimate  of  the  present  val- 
ue of  a  company's  future  cash  flows 
will  be  proved  wrong.  This  could 
happen  because  of  disappointing 
growth,  disappointing  profit  margins 
Or  unexpectedly  heavy  capital  needs. 

Since  the  risk  of  disappointment 
obviously  increases  the  further  into 
the  future  you  project,  I  advised  in- 
vestors to  discount  more  heavily  the 
far-distant  cash  flows  than  the  more 
immediate  future's  cash  flows.  While 
the  risk  estimates  1  used  for  different 
companies  and  for  the  market  were 
correct,  they  referred  to  the  propor- 
tion of  a  company's  intrinsic  value 
attributable  to  cash  flows  more  than 
30  years  in  the  future,  not  1 0  years  as  I 
wrote  in  the  article.  1  apologize  for 
any  confusion  this  may  have  caused. 
But  the  logic  remains  correct. 

Warren  Buffed  has  suggested  that 
the  right  way  to  think  about  a  business 
is  io  view  it  as  a  bond  where  investors 
receive  a  variable  stream  of  coupons. 
These  coupons  take  the  form  of  divi- 
dend payments  or  share  repurchases 
as  the  company  produces  cash  flow  in 
excess  of  the  incremental  capital  it 
needs  to  run  its  business. 

That's  how  a  long  term  bond  is 
priced:  Its  value  is  the  discounted 


present  value  of  all  the  payments  in- 
vestors expect  to  receive  over  t he- 
bond's  life,  including  coupons  as  they 
mature  and  the  $  1 ,000  return  of  prin 
cipal  investors  will  get,  say,  30 
years  from  now. 

A  business  is  valued  in  a  similar  way. 
As  Buffett  realizes,  its  true  value  is  the 
present  value  of  its  expected  free  cash 
flow  to  investors.  With  a  business, 
however,  there  is  no  repayment  of 
principal  in  30  years,  so  an  investor 
must  estimate  profits  tar  into  the  fu- 
ture. This  takes  a  good  understanding 
of  t  he  business  and  its  prospects. 

This  view  flies  in  the  face  of  the 
perceived  wisdom  that  the  stock  mar- 
ket is  obsessed  with  short-term  per- 
formance. In  fact,  the  stock  market 
must  take  a  longer-term  view  than  the 
bond  market  for  the  simple  reason 
that  a  company's  equity  coupons  go 
on,  in  principle,  forever,  while  even  a 
long-term  government  bond's  princi 
pal  will  be  repaid  in  30  years. 

As  an  illustration,  I  have  calculat- 
ed the  intrinsic  value  of  the  S&P  400, 
based  upon  consensus  assumptions 
about  sales  growth,  profit  margins, 
working  capital  requirements,  cur- 
rent long-term  interest  rates,  and  an 
1 1%  cost  of  equity  capital.  The  pres- 
ent value  of  the  resulting  free  cash 
flow,  or  intrinsic  value,  is  $49.66  per 
share,  roughly  7%  less  than  its  cur- 
rent price. 

More  interesting  than  the  intrinsic 
value,  however,  is  the  s&p's  time- 
profile.  Only  2.7%  of  the  value  of  the 
S&P  industrials  is  based  on  profits 
earned  in  1995,  i.e.,  the  market's 
value  would  decline  by  only  2.7%  if 
its  1995  profits  were  donated  to  the 
Boy  Scouts.  The  first  10  years  to- 
gether account  for  only  one-fourth 
of  total  value.  And  you  would  have 
to  reach  21  years  into  the  future,  to 
the  year  2015,  to  account  for  halt  Of 
the  market's  intrinsic  value.  Analyti- 
cally,  the  stock  market  is  a  very  long- 
term  bond  iiuleed — akin  to  the  Brit- 


ish government's  famous  Cons 
which  never  mature  and  there: 
sell  on  pure  yield. 

This  shows  why  the  price/e 
ings,  price/book  value  and  pri 
cash  flow  ratios  are  unreliable  n 
sures  of  valuation.  None  captures 
essential  forward-looking  nature 
investing  in  the  stock  market. 

Complex  though  it  may  sound,  I 
way  of  looking  at  stocks  is  valuable 
long-term  investors.  It  is  equally  v 
able  to  chief  executives  in  develor 
business  strategies  to  deliver  sust 
able  value  to  their  shareholders,  i 

Managers  at  one  extremely  pre 
able  and  fast-growing  compani 
worked  with  last  month,  for  exam 
were  surprised  to  learn  that  the  di 
tion — or  time  weighted  average  i 
turity — of  cash  flows  implied  by 
market's  valuation  of  their  compaJ 
stock  was  less  than  14  years,  d 
pared  with  36  years  for  the  S&P.  In 
tors  were  not  giving  managed 
credit  for  being  able  to  sustain 
recent  performance  in  the  future. 

This  company's  problem  is 
growth  or  profitability  but  sustain, 
performance.  One  way  to  create  : 
tainable  value  is  to  become  the  l< 
cost  producer.  Another  way  is  to 
velop  a  "branded"  product  that  i 
tomers  will  value  more  highly  t 
competitive  commodity  produ 
Both  strategies  will  lead  to  hid 
sustainable  operating  margins  J 
improved  market  share. 

Investors  should  ask  the  same  qi 
tions  about  the  stocks  they  own.  D 
the  company  have  a  defendable  fi 
chise  for  creating  shareholder  va 
i.e.,  the  ability  to  produce  sustains 
returns  for  shareholders  in  execs; 
those  that  entrants  could  earn?  Ar« 
managers  doing  the  things  todav 
develop  and  protect  those  advanta 
in  the  future?  These  are  the  minim 
questions  an  investor  should  be  A 
to  answer  about  a  company  bet 
buying  its  stock. 
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MONEY  &  INVESTMENTS 


dw  comes  a  writer  who  says  that  chaos  theory  offers  a 
3tter  way  to  time  markets  and  pick  stocks.  Does  it? 

lockfall?  Or 
tvalanche? 


f<  Hulbert  is  editor  of  the  Alexandria,  Va.- 
hd  Hulbert  Financial  Digest,  which  monitors 
Derformance  of  investment  advisory  letters, 
lewest  book  is  The  Hulbert  Guide  to  Financial 
vsletters (Dearborn  Financial  Publishing). 


i  NDARY  investor  Ben  Graham 
s  suspicious  of  any  strategy  that 
uired  more  than  simple  arithmetic, 
/henever  calculus  is  brought  in,  or 
en  ]  higher  algebra  .  .  .  you  [can] 
e  it  as  a  warning  signal  that  the 
:rator  [is]  trying  to  substitute  the- 
■  for  experience,"  he  wrote  in  the 
mligent  Investor. 

f  he  were  alive  today,  Graham's 
>berish  detector  would  be  sound- 
i  the  alarm.  What  would  have  set  it 
I  is  publication  of  a  much-noted 
\v  book  that  tries  to  show  how  we 
i  use  the  supersophisticated  mathe- 
tics  of  chaos  theory  for  "forecast- 
the  market,  picking  stocks  and 
Iging  against  risk." 
According  to  McGraw-Hill's  press 
ease  for  Profiting  From  Chaos,  by 
nis  Vaga,  chaos  theory  is  "the  hot- 
t  new  investing  approach  to  hit 
111  Street  in  the  last  20  years."  The 
ss  release  quotes  Business  Week  as 
dieting  that  the  theory  will  "revi- 
se the  money  management  indus- 
."  Investing  magazine  hailed  one 
gaga's  hypotheses  as  "Innovation 
[he  Year." 

)ome  on,  fellows.  Cut  the  hype. 
Vhat  is  chaos  theory?  Vaga  uses  the 


term  loosely  to  refer  to  the  physical 
sciences1  attempt  to  explain  why  cer- 
tain systems  are  thrown  into  chaos  lw 
small  changes.  For  example,  why  do 
some  snowflakes  trigger  avalanches 
while  most  do  not? 

By  the  same  token,  why  does  one 
selling  wave  set  off  an  October  1987 
disaster  while  others  soon  peter  out? 
Would  that  we  could  tell  the  differ- 
ence so  as  to  identify  the  fall  of  a  single 
snowflake  that  will  set  off  an  ava- 
lanche. The  jacket  cover  of  Vega's 
book  says  it  will  show  us  how  actually 
to  use  chaos  theory  to  time  the  market 
and  pick  winning  stocks.  But  the  only 
concrete  strategies  Vaga  discusses  are 
ones  he  has  borrow  eel  f  rom  top  per 
forming  advisers  and  letter  writers. 
And  none  of  those  advisers  actually 
uses  chaos  theory. 

The  core  of  Vaga's  book  is  w  hat  he 
calls  the  Coherent  Market  Hypothe- 
sis. In  essence,  his  theory  is  that  the 
market  oscillates  between  two  "co- 
herent" states — bull  markets  and  bear 
markets.  That's  new? 

Vaga  quotes  a  number  of  academics 
in  his  book.  I  chatted  with  a  couple  of 
them:  Josef  Lakonishok,  professor  of 
finance  at  the  University  of  Illinois  at 
Urbana-Champaign,  and  Per  Bak,  a 
physicist  at  Brookhaven  National 
Laboratory.  Lakonishok  told  me  that 
he  is  "extremely  skeptical"  that  chaos 
theory  can  lead  to  any  specific  profit- 
able trading  rules.  Bak  told  me  that 
it's  "very  dangerous"  to  think  chaos 
theory  can  do  so. 

My  14  years  of  tracking  investment 
letter  performance  inclines  me  to  the 
same  conclusion.  There's  no  need  to 
resort  to  complex  mathematics.  Sim 
plicity  does  just  fine,  thank  you.  Ben 
Graham  had  it  right. 

Consider  the  Value  Line  Invest- 
ment Survey,  whose  famed  ranking 
system  earned  it  top  honors  among 


all  letters  tracked  by  the  Hulbert 
Financial  Digest  since  1980.  To  be 
sure,  the  w  eekly  calculations  are  \  cr\ 
tedious,  ranking  1,700  stocks  ac- 
cording to  such  things  as  relative 
price  and  earnings  momentum.  But 
the  calculations  themselves  involve 
nothing  more  than  standard  statisii 
cal  analysis.  In  fact,  Value  Line's 
research  chairman,  Samuel  Eisen 
stadt,  tells  me  that  the  ranking  sys 
tern's  earliest  versions  w  ere  comput- 
ed by  hand  by  employees  using  old 
Monroe  calculators. 

Or  take  Fabians'  Investment  Re- 
source (formerly  Telephone  Switch 
Newsletter).  Over  the  years  this  letter 
has  been  the  most  vocal  of  all  in 
extolling  the  virtues  of  simplicity. 
Editors  Douglas  and  Mary  [ayne  Fa- 
bian discount  any  method  that's  too 
complex  to  be  understood  and  fol- 
lowed by  individual  investors.  Their 
preferred  market  timing  indicator: 
the  39-week  moving  average,  which 
can  be  calculated  by  hand  in  just  a  lew 
minutes  per  week. 

The  Fabians  have  forfeited  nothing 
with  their  passion  for  simplicity.  On  a 
timing  only  basis,  according  to  the 
HFD,  their  letter  is  in  first  place  among 
all  the  letters  tracked  since  1980. 

I  am  sony  to  appear  ungrateful  to 
author  Vaga.  He  relies  on,  and  gives 
full  credit  to,  the  Hulbert  Financial 
Digest's  performance  ratings  to  iden- 
tify those  investment  advisory  letters 
that  have  beaten  the  market.  He 
heavily  uses  the  strategies  of  these 
top  performing  letters  as  examples  to 
illustrate  his  points. 

But  he  does  nothing  to  convince  me 
that  a  knowledge  of  fractals,  strange 
attractors  or  chaos  theory  is  needed  to 
beat  the  market.  You  can  be  a  darned 
good  investor  without  knowing  ad- 
vanced mathematics  or  theoretical 
physics.  Ben  Graham  lives!  sty 
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Should  mutual  funds  be  covered  by  the  requirements 
of  the  Community  Reinvestment  Act?  The  American 
Bankers  Association  wouldn't  mind. 

Misery 

loves  company 


BY  LLEWELLYN  H.  ROCKWELL  JR. 


Llewellyn  H.  Rockwell  Jr.  is 

president  of  the  Ludwig  von  Mlses  Institute, 

in  Auburn,  Ala. 


Thanks  to  a  broadly  interpreted 
Community  Reinvestment  Act  (cra), 
the  nation's  banks  have  been  ordered 
by  the  government  to  engage  in  costly 
"community11  lending  to  marginal 
borrowers.  Even  loosely  employed 
profligates  can  now  get  loans  if  they 
are  demographically  qualified. 

"Community  activists,11  who  seek  an 
answer  to  inner- city  problems,  want 
quota  lending  extended  to  other  lands  of 
financial  institutions.  So  do  congression- 
al liberals  who  see  "fair  lending11  as  a  way 
to  redistribute  wealth  without  annoying 
citizens  with  new  taxes  or  money  mar- 
kets with  new  borrowing.  The  advocates 
of  quota  lending  got  a  nice  boost  from  a 
naive  front-paged  article  in  the  Wall 
Street  Journal  purporting  to  show  that 
mortgage  companies  turn  down  quali- 
fied minority  borrowers  out  of  bias. 

But  guess  who  else  is  lobbying  for 
lending  quotas?  The  American  Bankers 
Association,  the  powerful  political 
arm  of  the  nation's  largest  banks.  It 
has  been  quietly  pushing  Capitol  Hill 
to  extend  requirements  of  the  Com- 
munity Reinvestment  Act  to  the  en- 
tire financial  industry. 

But  wait  a  minute.  Haven't  banks 


been  browbeaten,  dragged  through  die 
mud,  tangled  up  in  paperwork  and 
badgered  by  those  who  want  to  raid 
their  vaults?  An  aba  survey  showed  that 
40%  of  its  members  consider  the  Com- 
munity Reinvestment  Act  dieir  greatest 
regulatory  problem.  In  just  the  past 
several  years,  institutions  like  Shawmut, 
NationsBank  and  Fleet  have  been  forced 
to  pay  hundreds  of  millions  because  they 
rejected  loan  applications  from  uncred- 
itworthy  non-Asian  minorities. 

Che\y  Chase  Federal  Savings  even 
had  to  open  a  branch  in  a  high-crime 
area.  Was  it  accused  of  discriminating 
against  individuals?  No,  just  against 
census  tracts. 

In  every  such  case,  banks  have  acted 
like  sheep  before  the  shearer.  Not  one 
has  challenged  a  CRA- based  allegation 
in  court.  But  why  is  their  lobbying 
arm  working  to  expand  lending  quo- 
tas? An  official  of  the  aba  agreed  to 
explain.  The  banking  industry,  he 
points  out,  faces  tough  competition 
from  nonbank  mortgage  lenders, 
whose  explosive  growth  is  due  in  part 
to  their  cra  exemption. 

With  the  decline  of  thrifts,  more 
loans  originate  with  these  indepen- 
dent lenders.  These  loans  are  made 
outside  of  the  commercial  banking 
system,  and  the  banks  want  that  busi- 
ness back.  The  banks  figure  that  sub- 
jecting the  independent  lenders  to  the 
same  quotas  bankers  must  meet 
would  be  a  kick  in  die  pants  to  their 
rivals.  "We  started  talking  about  this 
four  years  ago,11  says  the  aba  official, 
"when  our  share  of  the  mortgage 
market  began  to  decline.11 

But  if  mortgage  bankers  have  to 
comply  with  cra,  says  Paul  Mondor 
of  the  opposition  Mortgage  Bankers 
Association,  "we  will  be  driven  out  of 


business."  Working  on  thin,  tl 
margins,  the  mortgage  bankers  si| 
ply  cannot  afford  to  write  bad  loan 

This  wouldn't  upset  the  A 
"Banks  are  being  held  to  a  requi 
ment,"  says  the  aba,  "that  we  le 
irrespective  of  the  competition  or  I 
market."  So,  misery  loves  compan 

The  banks  have  worked  to  spa 
the  misery  to  the  insurance  indust 
too.  Thus  the  aba  worked  to  pass  a  I 
( HR1 1 88 )  requiring  insurers  to  coi 
at  low  rates  houses  purchased  \v 
quota  mortgages. 

The  aba  says  it  would  also  like  to 
quota  lending  requirements  extend 
to  mutual  funds.  It  wants  them  c<i 
ered  by  "fairness"  laws,  requiri 
them  to  purchase  stocks  of  minori 
owned  businesses  or  the  institutk 
that  invest  in  them.  That  will  In 
keep  shaky  loans  performing  well. 

"We  have  to  amend  the  cra,"  said  t 
aba  official.  "We  have  talked  about  fj 
on  die  Hill.  We  have  talked  to  commu 
ty  groups.  They  are  getting  seriou 
concerned  that  banks  don't  have  3 
more  money.  It's  land  of  like  Wi) 
Sutton.  They  should  go  where  the  mc 
ey  is."  That's  like  saying:  You've  held 
up,  now  get  the  guy  next  door. 

None  of  this  has  been  lost  on  i| 
Clinton  Administration.  Frank  Nej 
man,  Treasury  undersecretary  and  fi 
mer  chief  financial  officer  of  Bail 
America,  wants  some  portion  of  mul 
al  fund  assets  in  community  projec 
Jonathan  Fiechter,  the  acting  direcj 
of  the  Office  of  Thrift  Managemc 
wants  anyone  who  deals  with  Fani 
Mae  or  Freddie  Mac  subject  to  the  ci 
And  Compu-oller  of  the  Currency  h 
gene  Ludwig  complains  (in  the  A 
Banking  Journal)  about  those  w1 
"have  no  CR\,  no  obligation  at  i 
We've  got  to  say,  'Hey,  we  need  yd 
help  in  die  community.'  " 

Bankers  know  the  charge  of  lendii 
discrimination  is  nonsense.  In  a  compe 
tive  market  no  one  ignores  the  chancej 
make  a  profit.  They  also  know  die  pitfi 
of  loose  credit.  Yet  they  have  stood  by 
the  government  invalidated  credit  sta 
dards  for  whole  segments  of  society.  ! 

Have  bankers  internalized  the  v 
ues  of  their  oppressors?  Or  is  this 
cynical  bid  to  level  the  playing  fiel 
Whichever,  every  dollar  diverted 
welfare — whether  through  loans,  ii 
surance  or  stocks — is  lost  to  our  I 
ture  prosperity.  I 
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And  the  winner  is... 


•  •  • 


everyone, 


Who  stands  to  benefit  when  business  invests  in  the  arts?  Just  about  everyone.  Arts  organizations 
receive  much-needed  financial  and  technical  assistance.  Supporting  companies  gain  from  an  alliance 
that  can  enhance  their  prestige,  forward  strategic  goals,  open  new  markets  and  enrich  their  personal 
and  professional  lives.  And  all  of  us  get  to  enjoy  great  art. 

The  Business  in  the  Arts  Awards,  co-sponsored  by  the  Business  Committee  for  the  Arts  and 
FORBES  Magazine,  are  presented  to  large  and  small  companies  from  across  the  country  to  celebrate 
the  fact  that  business  investment  in  the  arts  is  not  just  a  sign  of  success,  it's  the  way  to  it. 

The  Winners  of  the  1994  Business  in  the  Arts  Awards 


The  BCA  Founders  award 
The  Chase  Manhattan  Bank 
Mobil  Corporation 

THE  BCA  LEADERSHIP  AWARD 
James  D.  Wolfensohn 


Commitment  award 
Corning  Incorporated 
Vinson  &  Elkins  L.L.P. 
Fredrick  J.  Urbaska  Investments 


Innovation  award 
Entergy  Corporation 
PSI  Energy,  Inc. 
King  Unlimited  Advertising 

New  initiative  award 
The  Silvertree  Hotel 


For  information  about  the  awards  and  how  your  company  can  invest  in  the  arts,  contact: 

S£  Business  Committee  for  the  Arts,  Inc.  1775  Broadway,  N.Y.,  N.Y.  10019  •  212  664-0600  •  Fax  212  956-5980 

This  advertisement  prepared  as  a  public  service  by  AD.  Lubow,  Inc. 
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FINANCIAL  SERVICES 
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FINANCIAL  SERVICES 

STOCK  MARKET 
WARNING: 


Every  day  that  passes 
brings  us  one  day  closer  to 
the  next  stock  market 
debacle.  But  don't  panic. 
The  stock  market  NEVER 
makes  a  big  move-up  or 
down-without  giving 
plenty  of  advance  warning. 
,  Many  investors  think  the 
MARTIN  ZWEIG  500  point  "Black  Monday" 
crash  on  10/19/87,  came  right  out  of  the  blue. 

Not  so.  My  key  indicators— 22  Monetary,  and 
36  Sentiment  and  Momentum,  clearly  signaled 
sharply  rising  risks  in  August  and  kept  getting 
worse.  These  indicators  guided  my  Zweig 
Forecastto  a  9%gain  on  Black  Monday,  a  50.4% 
gain  for  1987,  and  a  743.1%  gain-with  not  one 
down  year-for  the  past  14  years  ending  6/94. 
(Past  results  are  no  guarantee  of  future  results.) 
The  Zweig  Forecast,  published  every  three 


weeks,  continually  updates  my  market  indicators 
and  maintains  a  securities  portfolio,  which 
earned  the  profits  detailed  above  and  that  you 
can  easily  fol  low,  step-by-step^ 

Try  The  Zweig  Forecast 
and  we'll  rush  you  the  un- 
listed phone  number  to 
Zweig's  telephone  hotline, 
updated  at  leastthreetimes 
a  week,  plus  a  gift  copy  of 
Zweig's  newly  updated 
best-selling  classic  ($20 
retail).  Pro  rata  money-back 
guaranteeofcourse.         EXTRA  BONUS 

Three-Month  Trial  $55 
One-Year  $265.  Visa/MC. 
1-800-535-9649  Ext.  9063 

THE  ZWEIG  FORECAST 

P.O.  Box  360,  Bellmore,  NY  11710-0751 


BUSINESS  OPPORTUNITIES 


Gain  Financial 
Independence  By 
Using  Inside  Secrets 
To  Help  Companies 
Get  Business  Loans 

(St.  Louis)  Every  day,  business  loans 
are  turned  down  because  borrowers 
either  didn't  approach  the  right  lender 
or  clearly  communicate  their  strengths. 

Enter  the  S&K  Group,  an  innova- 
tive CPA  firm  which  for  20  years 
has  helped  clients  fund  their  loans 
with  phenomenal  success.  S&K's 
"inside"  secrets  have  given  them  an 
almost  unfair  advantage,  attracting 
funds  for  their  clients  like  a  mag- 
net, receiving  a  substantial  fee  each 
time  they  succeed. 

The  S&K  Group  is  now  training  as- 
sociates to  offer  this  same  service  in 
their  own  market  areas  to  clients  who 
have  been  knocking  on  the  wrong 
doors — and  who  have  been  making 
their  appeals  without  adequate  clarity, 
persuasiveness,  or  professionalism. 

In  addition  to  capital  acquisition 
skills,  S&K  associates  learn  how  to 
offer  expense  reduction  counsel.  Fo- 
cusing on  specific  overhead  areas,  as- 
sociates receive  half  of  the  first  year's 
savings  plus  half  of  all  refunds  they 
uncover.  Again,  their  fee  is  contingent 
on  results. 

With  fees  typically  ranging  from 
$  1 0,000  to  $50,000  or  more  on  a  single 
case,  just  one  client  each  month  can 
generate  a  six-figure  income. This  con- 
sultant business  requires  little  more 
than  a  personal  computer,  fax,  and 
phone.  Approximately  $12,000  is 
needed  for  stait-up.  For  full  details,  call 
(800)  660-0330,  toll-free. 


FINANCIAL  SERVICES 


CALL  OR  WRITE  FOR  FREE  PACKAGE! 

FX.C.  INVESTORS  C0RR 

62-19  Cooper  Avenue 
Glendale,  Queens,  N.Y.11385 
(718)417-1330 

PORTFOLIO  MGMT 
SERVICES:  Equity-Fixed 
Inc-Balanced  F.X.C.  NEWS- 
LETTER: Semi-monthly 
($190.00  Annually) 
RANKED  #1  throughout  past 
1 0  years  by  Piper  TAA 
(Rogers  Casey  Associates) 
Universe  in  Pension  &  Invest- 
ments out  of  3,000  institutional 
products  from  over  1 ,000  reg- 
istered investment  advisors. 
RANKED  #1  in  ASSET  ALLO- 
CATION plus  timing  by  The 
Hulbert  Financial  Digest  over 
the  last  5  years. 
Credited  by  the  Wall  Street 
Journal  &  Washington  Post  for 
calling  the  1,000  point  1987 
Stock  Market  Crash. 


FINANCIAL  SERVICES 


Bank  CD  Rates! 


Access  100's  of  bank  CD  rates 
via  PC  &  modem.  No  commi- 
sions.  Fully  insured.  Free  Demo. 
CD  Network  (800)  285-8626  I 


Receive  Value  Line 
for  only  $65  $55 

An  Introductory  subschpUon  to  The  Value  Line  Investment  Surrey 

brings  you  the  2000-page  investors  Reference  Library — Value  Line's  most 
recent  Ratings  and  Reports  on  1 700  stocks  and  the  pracUcal  guide  How  tc 
Invest  in  Common  Stocks.  You  will  also  receive  analyses  of  about  130  stock 
each  week  for  10  weeks  for  »S£$55  Available  only  once  every  three  years  I 
any  household.  SPECIAL  BONUS:  With  your  subscrtpUon  you  also  will 
receive  a  copy  of  WALL  STREET  WORDS,  an  accessible  dictionary  of  over 
3.500  terms  (retail  price  $8.95).  In  addlUon  to  clear  deflnlUons,  this 
convenient  guide  features  special  explanations,  helpful  hints,  and  case 
histories  on  87  topics  of  special  Interest,  contributed  by  32  Industry 
professionals — plus  48  case-example  paragraphs  by  the  author.  (Available  I 
while  supplies  last.)  Your  subschpUon  to  Value  Line  may  be  tax-deducUbli 
Consult  your  tax  advisor.  Send  check  or  money  order  along  with  name, 
address  and  zip  code  together  with  this  ad  or: 

Call  Toll-Free  1-800-833-0046 

(Ext.)  2903  Dept.  416E26)  American  Express,  MasterCard  or  Visa.  24  hours  a  day. 
7  days  a  week  30  day  Money-Back  Guarantee  Allow  4  weeks  for  delivery 
NY  residents  add  sales  lax  Foreign  rates  upon  request 

The  Value  Line  Investment  Survey' 

220  East  42nd  Street 
NY.  NY  10017-589 


BUSINESS  OPPORTUNITIES 


EDUCATIONAL  SERVICF 


"THE  TAX  EXILE  REPORT" 

by  Marshall  Langer 
Discover  how  you  can  become  a  suc- 
cessful legal  Tax  Exile.  Also,  learn 
the  secrets  of  dual  nationality  and 
escape  confiscatory  taxes. 

FREE  BROCHURE  AND 
PRIVACY  NEWSLETTER 
Scope,  Box  4938,  Forestside  House, 
Forestside,  PO  9  6EE,  UK 
Tel:  +44  705  631751  Fax:  +44  705  631322 


University  Deqree 


Approved  Self  Paced  Home  Sti 
Associate  Bachelors  Masters  Di 

Business  Admin,  Public  Admin 
Care  Admin,  Human  Resources.  Fi| 
International  Business,  Tech  Mgml 
Paralegal,  Psychology.  Call  for  bra 
(800)  477-2254  (24  hrs) 
Southern  California  Universti 
for  Professional  Studies 
1840  E.  17  St-F,  Santa  Ana,  CA9i 


INCORPORATE  IN  DELAWARE! 


Specialists  in  setting  up  Delaware 
Corporations.  General,  Aircraft, 
Boat  &  Shelf  Corporations. 

Cad/Write  for  FREE  KIT: 
P.O.  Box  484-FB 
Wilmington,  DE  19899 
aOO-321-CORP- 302-652-6532 


VeiuuKtrr 
11  bki 


COLLEGE  DEGR 

BACHELOR'S  •  MASTER'S  •  DOCTC 

For  Work,  Life  and  Academic  Expen 

Earn  your  degree  thro 
convenient  home  sti 
(800)  423  3244  ex. 
Fax:  (310)  471-64! 

send  detailed  resume  lor  free  cm) 

Pacific  Western  Univer 

2875  S  King  St.,  Honolulu,  HI  96825  Del 


$  OVER  ONE  BILLION  $  |  |-  .  FREE  VIDEC 


WORTH  OF  BUSINESSES  FOR  SALE  BY  OWNERS 
Major  Manufacturing  to  Small  Retail  Shops 

No  Brokerage  Fees 
To  Buy  or  Sell 
1-800-999-SALE 
GREAT  WESTERN  business  services,  inc. 


NATIONWIDE 


EXTERNAL  DEGREE 

BA/BS  MS/MBA  PhD/JD 
|  Credit  for  work  /life  exp.  •  Accred 
(800)  955-8879  (24  hrs.) 

LaSalle  University 

|  Dept.  879  Mandeyllte,  LA  70470-4 


Forbes:  Capitalist  Too 





GREETING  CARDS 


FINANCIAL  SERVICES 


BUSINESS  OPPORTUNITIES 


AUDIO  BOOKS 


he  Elephant  Secretary  deliver 
on-time  greeting  cards  to 
iur  loved  ones  &  associates, 
/hile  you  take  all  the  credit, 
e  tons  of  time,  money,  &  guilt! 
<755,  Valley  forge,  PA  19482 

00-7-ELEPWANT 


EXECUTIVE  GIFTS 


nanently  end  back  pain 
raining  your  back  to 
)erly  support  itself. 


irsed  by  Health 
Professionals 

turEvolution 

ure 
;ation 
ucts 

atonah  Avenue 
lah,  NY  10536 

-392-0363 


Blfl 


STMENT  GEMSTONES! 
1ANTEED  LIQUIDITY!!! 

Ve  buy  &  sell  Diamonds 
|d  all  Precious  Gemstones. 
Wholesale  catalog  since  1967! 
\iember:  Jewelers  Board  of 
de  &  Chamber  of  Commerce. 

HOUSE  OF  ONYX 
in  St.,  Greenville,  KY  42345 
144-3100  or  FAX  502-338-9605 


RING 


IS  CARING 


HEDGE 


The  first  monthly  newsletter  to 
cover  the  realm  of  hedge  funds 
in  its  entirety,  offering  a  global 
look  at  advisors  and  funds  in  a 
convenient,  accurate  and  timely 
format. 

Managed  Account  Reports  Inc. 

220  Fifth  Ave..  NY,  NY  10001 
Fax  (212)  213-1870  or  call 
Lydia  Soto  at  212-213-6202 


SELF  IMPROVEMENT 


"Destiny"  Makes  Business  Sense 


"Simple  &  Powerful"-PC  Magazine 
Expert  Business  Plan  Writing. 
Financial  Analysis  Software. 
Setup  Budgets,  Forecast. 
Manage  Cash  Flow. 


Money  Back  Guarantee.  Toll  free  800/366-5111 


Order  Today!  or  Contact  your  dealer 


AUDIO  TAPES 


O AUDIO  BOOKS 
O  FOR  99°  EACH 

When  you  join  the  Audio  Book  Club. 

Best  Sellers  on  Jape 
[Hundreds  of  Titles 

H800-422-2258 

Audio  Book  Club^l 

©1 994  Audio  Book  Club  4FB01 

P.O.  Box  986« 

Hicksville,  NY  11802-0986 

DIAMONDS 


Investment  quality,  top 
graded  "DIAMONDS"  with 
Gl/A  certificates.  Ideal,  most 
cost  effective  way  to  upgrade 
to  a  second  ring  with  a  larger, 
better  quality  diamond. 
WARREN  CLEIN 
800-967-3131 


ELECOMMUNICATIONS 


OWN  PART  OF  AN  SMR 
TELECOMMUNICATIONS  WEST  COAST 
NETWORK  PRESENTLY  UNDER 
CONSTRUCTION  IN  CALIFORNIA  I 
NEVADA 

$10,000  risk  capital  required 

IRA  &  Self  -  directed  pension  plan  qualified. 
Cova  Communications 

800  7231338,  FAX  407  844  5844 


VOICE  MAIL 


TARGET  YOUR  PREY! 

Bag  Your  Voice  Processing  Objective 


♦  UQICE  MAIL  ♦flUTQ-TRfllHSFER 
♦  frXGN-DEMD 

Complete  your  mission  for  as  little  as  $295. 

CfiW.1-800-685-4884 

510-522-3800  •  FAX  51 0-522-5556 

We  ta  rget  develop  ers/OE  MS 

TALKING  TECHNOLOGY,  INC.  "WT^7 

1 125  Atlantic  Ave  •  Alameda,  CA  94501  III 


MARKETING  SERVICES 


Wanted:  TV  Home  Shopping  Products. 
Sales  top  $2  Billion  (QVC  and  HSN). 
Buckeye  Communications  (NASDAQ) 
seeks  cooperative  arrangements  with 
manufacturers  and  marketers  wanting  to 
participate  and  showcase  their  products 
on  TV.  Buckeye  provides  integrated 
marketing  services:  network  access, 
product  positioning  &  merchandising. 
Call  Steve  Silbiger  at  610-891-8351. 


BUSINESS  OPPORTUNITIES 


SPEAK  AND 
GROW  RICH 

International  Seminar  Company 
expanding.  Speakers  required. 

Training  provided. 

1-416-798-2285 


BOOKS 
ON  TAPE 


World's  Largest  Selection  of  Audio  Books 

'Bestsellers  1 

on  Cassette  £ 

Full-length  " 

Readings  I 

Call  for  Free  | 

Brochure  . 


(800)  626-3333 


ART/COLLECTABLES 


RARE  DALI  PRINTS 

If  you  own,  or  ure  considering  purchase 
of  a  Salt  ador  Dali  print . . 
Our  exclusive  catalog  fea- 
tures full-color  pictures  of 
more  than  4Q0  signed  lim- 
ited edition  Salvador  Dali 
prints.  Each  print  is  fully 
documented  by  Albert  Field  ! 
curator  of  the  Salvador  Dali 
Archives,  and  guaranteed 
authentic  The  catalog. 
"Salvador  Dali:  A  Retrospective  of  Master 
Prints,"  is  a  must  for  anyone  interested  in 
works  signed  by  Dali.  Call  now  and  we  ll 
rush  you  a  free  copy  of  "The  Salvador  Dali 
Collection's  Newsletter."  (Slu  an  issue) 

1(800)  275-DALI 

9AM  to  5PM  Pacific  Time  seven  days  a  week 
Ask  for  Dept.  "F" 


EXECUTIVE  GIFTS 


RYED  MAHOGANY 


•  16"  to  22"  models  ore  hand- 
craHed  from  solid  mahogany  wiih 
handpainted  markings  ond  details 

•  Over  160  models  in  slock 

•  Priced  from  $99  50 

•  Satisfaction  guaranteed 

Call  1-800-950-9944 


I  VI  II  It 


WOtlD  S  UACIHC  MUUC 
OHM 
MWXUlfTUKJ 

U255  North  79*  Slwr 
SconvJole  Au^art  AZ  BS?6£J 


For  Information  on 
Forbes/Market  Classified: 
Call  Linda  Loren 
212-620-2440 
Fax  212-620-2472 


EDITED  BY  THOMAS  JAFFE 


Kerr-McGee  wells 
in  the  Gulf  Of  Mex 
Last  quarter's 
poor  showing 
masks  better 
earnings  to  com 


Temporary  bear 

Don't  get  carried  away  by  that  late 
summer  strength  in  the  blue  chips, 
warns  Robert  B.  Ritter,  market  strate- 
gist for  New  York's  Ladenbnrg,  Thal- 
mann  &  Co.  Ritter  says  that  Dow 
Jones  industrials- led  rallies  are  often  a 
sign  of  blow-off  market  tops  in  ma- 
ture bull  markets. 

Ritter  says  that  when  the  Dow 
keeps  outperforming  all  other  indica- 
tors, this  divergence  can  signal  the 
market's  broader  weaknesses.  Lately 
the  Dow  has  gained  sharply  compared 
with  the  NYSE  Composite,  which  rep- 
resents virtually  all  stocks  on  the  Big 
Board.  Ritter  notes  a  similar  pattern  in 
1987,  1990  and  January  1994,  pre- 
ceding significant  market  drops.  He 
also  notes  that  the  Dow's  recent  out- 
performance  was  spurred  in  part  by 
short  covering. 

A  buying  surge  that  pushed  the 
Dow  back  toward  4000,  which  it  hit 
briefly  on  Jan.  31,  would  qualify  as  a 
double  top  and  be  especially  danger- 
ous if  the  Dow  continued  to  outpace 
other  indexes. 

Is  Ritter  looking  for  a  big  crash? 
No.  In  a  selloff,  Ritter  says  the  Dow 
may  test  its  June  lows,  around  3540, 
by  the  late  fall  or  early  winter.  If  that 
happened  he  would  be  bullish.  For 
over  a  century,  the  fifth  year  of  a 
decade,  on  average,  has  always  been 
the  market's  strongest  year.  Another 
factor  going  for  1995:  In  the  four- 
year  presidential  cycle,  the  year  prior 
to  the  election  has  usually  been  the 
strongest  year.  Combine  these  two 
tendencies,  says  Ritter,  and  it's  rea- 
sonable to  assume  that  next  year  will 
belong  to  the  bulls. 

Buy  on  not-so-bad  news 

Duff  &  Phelps  energy  analyst 
Thomas  Lewis  is  recommending 
Kerr-McGee,  the  $3.3  billion  (sales) 
integrated  oil  and  gas  producer.  Re- 
cent NYSE  price:  48,  off  around  15% 
from  its  summer  1993  high. 

Lewis  says  don't  be  alarmed  by  the 
fact  that  Kerr  McGee's  second-quar- 
ter earnings  per  share  were  down  1 7% 
over  a  year  ago.  The  good  news  is 
that,  given  lower  crude  and  natural 
gas  prices,  reduced  gas  production 
and  reduced  average  prices  for  coal, 
the  results  could  have  been  much 
worse.  Better-than-anticipated  refin- 


ing and  marketing  margins,  plus  a 
strong  showing  by  its  chemicals  busi- 
ness, saved  the  day. 

Kerr's  earnings  and  cash  flow  will 
be  rising,  thanks  to  new  and  expand- 
ing production  in  the  U.S.  and  the 
North  Sea,  and  growth  in  chemicals. 
Lewis  expects  it  to  earn  $2.05  a  share 
this  year,  and  $2.50  in  1995.  At  just 
4.5  times  the  $10.75  a  share  of  cash 
flow  he  estimates  the  company  will 
generate  next  year,  Lewis  calls  the 
stock  a  buy.  Lewis  thinks  there  is  up  to 
20%  in  the  stock  on  the  upside  over 
the  next  12  months.  While  you  wait, 
the  shares  sport  an  attractive  $1.52 
dividend.  Recent  yield:  3.2%. 

TDS  is  tops 

Donaldson,  Lufkin  &  Jenrette 
telecommunications  analyst  Timothy 
Weller  likes  Telephone  &  Data  Sys- 
tems, Inc.  He  looks  for  two  common 
features  among  the  independent  local 
exchange  companies  he  covers:  major 
wireless  exposure  with  high  cash  flow 
growth,  and  well-run  nonurban  tele- 
phone properties.  Weller  says  that  TDS 
has  both. 

TDS  is  in  cellular  through  its  81% 
ownership  of  U.S.  Cellular,  and  in 
paging  through  its  82%  stake  in  Amer- 
ican Paging.  The  Chicago-based 
company  provides  local  telephone 
service  in  29  states. 

Dramatic  earnings  growth  at  TDS 
has  taken  longer  than  expected  to 
materialize,  says  Weller,  because  of 
infrastructure  and  marketing  costs  for 
the  cellular  business. 

But  with  the  Amex-listed  stock  re- 
cently trading  at  44V4,  down  more 
than  20%  from  its  12 -month  high, 
TDS  looks  darned  cheap.  (There  are 
around  53  million  shares,  including 
about  7  million  closely  held  Series  A 
shares.) 


Its  cellular  operations  serve  rul 
markets  with  14  million  customs 
and  metropolitan  markets  with  9  m 
lion  customers.  Weller  projects  that 
1994  operating  cash  flow  from  cell 
lar  will  increase  80%.  On  average,  t| 
rural  markets  are  far  less  mature  ai 
offer  the  prospect  of  higher  growtfj 

In  tds'  regular  telephone  busine! 
Weller  expects  revenues  to  incred 
8%  to  9%  a  year,  with  internal  aca 
line  growth  at  4.5%.  Moreover,  the 
rural  telephone  properties  should  fa| 
local  competition  much  later  thi 
urban  properties. 

Barring  any  dilution  from  new  ve 
tures,  Weller  expects  TDS  to  earn  I 
cents  per  share  in  1994  and  $1.20 
1995.  He  sees  earnings  growing  a  fi 
40%  a  year  over  the  next  few  years. 

Once  and  future 
growth  stock.5 

From  1987  to  1992  Cooper  Tire 
Rubber's  earnings  grew  at  a  28%  coil 
pound  rate.  Between  summer  19? 
and  spring  1993  Cooper's  NYSE  sto 
split  twice  and  more  than  sextuple' 
to  nearly  40.  But  then  Cooper  got) 
flat.  In  1993  earnings  declined  fort 
first  time  since  1985,  savaged  I 
fiercely  competitive  pricing.  Coopi 
is  down  37%,  to  a  recent  25Vi. 

S.G.  Warburg  auto  parts  analy 
Nicholas  Lobaccaro  thinks  the  Fid 
lay,  Ohio  company's  stock  is  again 
buy.  Cooper  is  a  $1.4  billion  (rev) 
nues)  low- cost  maker  of  replacemej 
tires  for  cars  and  trucks  with  a  sidelii 
in  original  automotive  equipment,  ij 
eluding  engineered  rubber  parts. 

He  notes  that  Cooper  recent! 
completed  a  new  tire  plant  in  Albani 
Ga.  It  also  just  took  on  Winston  Tirj 
California's  largest  independent  til 
dealer,  as  a  private -label  customer. 

Lobaccaro  thinks  Cooper's  earij 
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>  can  grow  at  a  compound  20% 
r  the  next  five  years.  He  expects  it 
tarn  $1.50  a  share  this  year,  up 
I,  and  $1.85  a  share  in  1995, 
ther  23%  gain.  Lobaccaro  thinks 
stock  will  hit  33  over  the  next  12 
nths,  up  30%  from  current  levels. 

alth  care  bargain.5 

tE  March  o-t-c-listed  health  care 
:k  Sigma-Aldrich  has  slumped 
rly  40%,  to  a  recent  34%.  Is  it  now 
ly?  Analyst  John  Rast  of  St.  Louis' 
ntleigh  Securities  thinks  it  is.  The 
■0  million  (estimated  1994  sales) 
lpany  is  the  world's  largest  inde- 
dent  manufacturer  of  specialty 
micals  and  supplies  used  in  labora- 
r  research.  The  growth  of  its  core 
iness  has  slowed  as  pharmaceutical 
romers  have  cut  back  on  research 
development  spending.  The 
np  in  Europe  has  also  hurt;  about 
j  of  Sigma's  chemical  product  sales 
to  foreign  customers. 
>ut  Rast  is  encouraged  by  Sigma's 
\  products,  acquisitions,  interna- 
lal  expansion  and  development  of 
I  markets. 

'here's  Sigma's  buildup  in  bulk 
micals  and  diagnostic  test  kits,  two 
•kets  growing  fast  because  major 
g  and  chemical  companies,  to  save 
ney,  are  outsourcing  business  that 
i  to  be  handled  internally.  Last 
r  Sigma  added  10,000  new  prod- 
;  to  its  61,000-strong  product 
.  About  half  of  these  came  as  a 
lit  of  its  May  1993  acquisition  of 
elco,  Inc.,  a  supplier  of  chroma- 
raphy  products  used  in  chemical 
arch  and  manufacturing,  for 
ch  it  paid  $55  million  in  cash.  This 
:  Sigma  hopes  to  introduce  5,000 
re  new  products. 

Jl  this  new  business,  says  Rast,  will 
t  profitability,  near  term.  Last 
",  excluding  a  onetime  accounting 
rge,  Sigma  earned  $2.15  a  share, 
s  year  Rast  expects  earnings  to  be 
at  $2.20.  Next  year  he's  looking 
$2.40. 

lut  over  the  long  term,  Rast  ex- 
ts  margins  to  improve  and  profits 
i  them.  For  now  he  doesn't  expect 
na  to  recover  to  its  historical  15% 
lings  growth  rate,  but  Rast  says 
a  growth  is  eminently  achievable — 
dng  Sigma  stock  a  steal  at  less  than 
imes  earnings.  Hi 
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THE  BROOKLYN  ACADEMY  OF  MUSIC 

proudly  salutes 

PHILIP  MORRIS 
COMPANIES  INC. 


for  its  ongoing  support  of  BAM 
and  the  NEXT  WAVE  Festival 


For  a  free  NEXT  WAVE  '94  brochure  call  (718)  636-4100 


Brooklyn  Academy  of  Music 
30  Lafayette  Avenue 
Brooklyn,  NY  11217-1486 
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OWN  YOUR  OWN  RANCH  INI 
THE  COLORADO  ROCKIES 


Forbes  Wagon  Creek  Ranch  is  offering  minimum  40  acre  ranches  starting  at  as  little  as  $25,000. 
We  provide  full  financing  and  buyer  protection.  If  you've  ever  dreamed  of  owning  your  own  pie 
the  Rockies,  now  is  the  time  to  act.  This  property  can  provide  you  with  a  perfect  base  for  vacai 
cross-country  skiing,  hunting,  camping  and  a  host  of  other  outdoor  sports  and  family  fun.  For 
information  without  obligation, 


Call  I-800-FORBES-5.  Outside  the  U.S.  (719)  379-3263. 


An  Offering  Statement  has  been  tiled  with  the  State  of  New  York.  Such  filing  does  not  constitute  approval  by  (he  State  of  New  York  of  the  value  or  quality  <| 
properties.  A  copy  of  the  Offering  Statement  is  available  upon  request  from  the  offeror  NY  A93-W.  The  project  is  registered  with  the  New  Jersey  Real  llstaM 
Commission  and  the  Kansas  Securities  Commission.  Registration  does  not  indicate  approval  of  the  sale  or  offer  for  sale  by  those  or  any  Federal  agency  or  ofl 

Dpcrt)    rhe  Offering  Statement  for  each  Mate  and 
de  Cristo  Ranches  Obtain  and  read  them  before  signing  any  document.  Em 
and  Housing  Opportunity.  24- 100  NT  Reg.  Sangre  de  Cristo  Ranches  Agency,  licensed  real  estate  broker  in  Colorado.  A.  Jack  Nerud.  Oshkosh.  Nebraskafl 
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;more  things  change . . ." 
years  ago  in  Forbes 

M  THE  ISSUE  OF  OCT.  1,  1924) 


y  Ford  (left)  on  vacation  with 
ey  Firestone. 


e  final  three  months  promise  to 
le  best  of  the  year.  The  principal 
fill  developments  we  can  count 
i  with  some  confidence  between 

and  the  end  of  the  year  are  very 
isive  lending  of  American  capital 
aropean  borrowers  and,  as  a  con- 
ence,  substantial  ordering  of 
rican  products,  especially  raw 
rials.  The  successful  placing  of 
mpending  $100  million  German 

here  will  probably  prove  the 
ll  for  a  marked  demonstration  of 
Tiism  over  the  whole  European 
jp>k." 

years  ago 

M  THE  ISSUE  OF  OCT.  1,  1934) 

sociated  Gas  &  Electric  is  ex- 
ingly  proud  that  the  highly  elec- 
d  Stony  Ridge  Farm,  near  Dry- 
Pa.,  is  in  its  territory.  Here  are 
l  of  the  jobs  which  Stony  Brook's 
rical  equipment  does:  sheds  ul- 
Dlet  rays  on  poultry;  heats  soil  in 
;reenhouse;  repairs  farm  machin- 
pumps  water;  refrigerates  stored 
;  sorts  and  polishes  apples;  fright- 
way  burglars;  calls  the  hired  help 
leals  (by  an  electric  siren).  The 
home  also  has  a  full  quota  of 
ric  appliances." 

len  final  figures  are  in,  Septem- 
probably  will  turn  out  to  have 
the  first  month  in  1934  in  which 
mger  car  and  truck  production 
i  to  exceed  that  of  the  similar 
th  of  1933." 


50  years  ago 

(From  the  issue  of  Oct.  1,  1944) 
"On  Nov.  7,  in  probably  the  most 
perplexing  national  election  ever  held 
in  this  country,  around  40  million 
Americans  at  home  and  a  substantial 
number  of  the  over  4  million  in  over- 
seas battle  zones  will  decide  between 
an  unprecedented  fourth  term  for 
their  wartime  president  and  a  new 
administration  under  Governor 
[Thomas  E.]  Dewey." 

"Helicopter  delivery  service  moved 
from  fiction  into  fact  recently  when 
Filene's,  Boston,  launched  the  fust 
commercial  helicopter  flight  from  its 
Cambridge,  Mass.  warehouse  to  its 
Belmont  branch  store.  .  .  .  Hard-to- 
get  items  in  the  plane's  cargo  were 
aucti  oned  off  to  the  highest  war  bond 
bidders  after  arrival  at  Belmont. 
Among  the  items  included  in  the 
shipment  were  an  electric  fan,  an  elec- 
tric alarm  clock  and  a  pair  of  nylons." 


First  helicopter  store  delivery,  in  1944, 
was  to  Boston  Filene's  Belmont  branch. 


25  years  ago 

(From  the  issue  of  Oct.  1,  1969) 
"For  nearly  half  a  century  the  disc, 
better  known  as  the  phonograph  rec- 
ord, has  ruled  supreme  in  the  multi- 
billion  dollar  noise  business.  But  all 
that  has  changed  in  the  last  four  years 
with  the  advent  of  prerecorded 
tapes — meaning  tapes  with  the  music 
already  on.  Some  $247  million  worth 
of  prerecorded  tapes  were  sold  last 
year,  and  that's  just  the  beginning. 


Billboard,  the  music  industry's  voice, 
expects  that  figure  to  practically  dou- 
ble this  year,  and  feels  $700  million  is 
virtually  guaranteed  for  1970." 

"What  happens  when  stocks  become 
unfashionable?  You  can't  throw  them 
away,  but  you  can  mark  them  down, 
way  down.  No  fewer  than  85  of  the 
stocks  listed  in  Forbes  Directory  Is- 
sue, many  of  them  solid  blue  chips, 
currently  sell  at  price/earnings  ratios 
of  10  or  less — in  a  market  where  even 
the  laggard  Dow  Jones  industrials 
command  14  times  earnings." 

10  years  ago 

(From  the  issue  of  Sept.  24,  1984) 
"With  briefcase -size  computers  fast 
becoming  commonplace,  business 
travelers  should  be  careful  when  they 
take  their  electronic  gear  abroad.  To 
avoid  paying  duties  on  reentry,  a  pri- 
vate owner  should  register  the  com- 
puter with  Customs  before  leaving 
the  U.S.,  even  though  such  machines 
are  considered  part  of  a  traveler's 
personal  effects." 

"A  decade  ago  France  depended  on 

011  for  39%  of  its  electricity.  Now  55% 
comes  from  nuclear  power — the 
highest  percentage  in  the  world — and 
oil  contributes  only  5%. . .  . 

"But  in  France,  as  in  the  U.S.,  the 
demand  for  electricity  is  growing 
more  slowly  than  once  expected. 
.  .  .  The  nuclear  program  has  gone  so 
well  that  France  doesn't  need  any 
more  in  the  foreseeable  future,  but 
the  government  can't  turn  it  off."M 


Building  a  French  nuclear  reactor: 
too  much  of  a  good  thing? 
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inuuumo  un  mc  puoincop  ur  Lire 


As  I  steamed  into  New 
York  this  month,  exactly 
20  years  after  first 
landing  in  America,  the 
thought  uppermost  in  my 
mind  after  visiting 
Europe  was  this:  How 
mightily  the  United  States 
has  progressed  in 
wealth  and  power,  and 
how  Europe  has  failed 
to  keep  step.  America 
has  exhibited  qualities 
of  a  strong,  industrious, 
generous-hearted,  enthusi- 
astic youth.  Europe  has 
exhibited  signs  of  age. . . . 
America,  the  Youth, 
has  not  been  eaten  up 
with  jealousies  and 
bitterness  and  strife. 
Europe,  the  veteran,  has. 
-B.C.  Forbes 


A  Text... 

He  delighteth  not  in 
the  strength  of  a 
horse:  he  taketh  not 
pleasure  in  the  legs  of 
a  man.  The  Lord 
taketh  pleasure  in 
them  that  fear  him, 
in  those  that  hope  in 
his  mercy. 

-Psalms  147:1 1-12 


Sent  in  by  Rev.  Russell 
Gale,  Ormond  Beach,  Fla. 
What's  your  favorite  text? 
The  Forbes  Scrapbook  of 
Thoughts  on  the  Business 
of  Life  is  presented  to 
senders  of  texts  used. 


The  first  essential  character 
[of  civilization],  I  should 
say,  is  forethought.  This, 
I  would  say,  is  what  dis- 
tinguishes men  from  brutes 
and  adults  from  children. 
-Bertrand  Russell 

To  know  that  which  lies  before 
us  in  daily  life  is  the  prime  wisdom. 
-John  Milton 

My  advice  to  you,  if  you 
should  ever  be  in  a  hold-up, 
is  to  line  up  with  the  cowards 
and  save  your  bravery  for  an 
occasion  when  it  may  be  of 
some  benefit  to  you. 
-O.  Henry 

Only  those  who  get  into 
scrapes  with  their  eyes 
open  can  find  a  safe 
way  out. 

-Logan  Pearsall  Smith 
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Though  good  may  come 
of  practice,  This  primal 
truth  endures: 

The  first  time  anything  is  done, 
It's  done  by  amateurs. 

-Art  Buck 

Prudence  is  but  experience, 
which  equal  time  equally 
bestows  on  all  men,  in  all 
things  they  equally  apply 
themselves  unto. 
-Thomas  Hobbes 

Judgement  is  not  on  all  occa- 
sions required,  but  prudence  is. 

-Lord  Chesterfield 


More  than  9,000  "Thoughts,"  indexed  by  author  and 
subject,  are  available  in  a  three-volume  boxed  set  at 
$69.50  ($27.50  per  volume  if  purchased  separate- 
ly). Also  available,  a  one-volume  edition  of  over 
3,000  "Thoughts."  Price:  $27.50.  Send  check  and 
order  to  Forbes  Books,  P.O.  Box  11234,  Des  Moines, 
IA  50340.  Add  sales  tax  on  orders  in  New  York  State 
and  other  states  where  applicable.  For  faster  service 
call  1-800-234-4553  and  charge  to  your  credit  card. 


The  world  values  the  seer  above 
all  men,  and  has  always  done  so. 
Nay,  it  values  all  men  in  proportii 
as  they  partake  of  the  character  o 
seers.  The  Elgin  Marbles  and  a 
decision  of  John  Marshall  are 
valued  for  the  same  reason.  What 
we  feel  in  them  is  a  painstaking 
submission  to  facts  beyond 
the  author's  control,  and  to  ideas 
imposed  upon  him  by  his  vision. 
-John  Jay  Chapman 

In  respect  to  foresight  and 
firmness,  the  people  are 
more  prudent,  more  stable, 
and  have  better  judgement 
than  princes. 
-Machiavelli 

The  wise  man  avoids  evil 
by  anticipating  it. 

-Publilius  Syrus 

What  others  think  of  us  would 
be  of  little  moment  did  it  not, 
when  known,  so  deeply  tinge 
what  we  think  of  ourselves. 
-Paul  Valery 

Affairs  are  easier  of  entrance 
than  exit;  and  it  is  but 
common  prudence  to  see  our 
way  out  before  we  venture  in. 

-Aesop 

A  danger  foreseen  is  half  avoided. 

-Thomas  Fuller 

A  rock  pile  ceases  to  be  a  rock  piL 
the  moment  a  single  man 
contemplates  it,  bearing  within 
him  the  image  of  a  cathedral. 

-Saint- Exupery 

You  see  things;  and  you 
say  "Why?"  But  I  dream 
things  that  never  were; 
and  I  say  "Why  not?" 
-George  Bernard  Shaw 
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GUCCI 

— .  TIMFPIECES 


MACY'S  BULLOCK'S 


A  lie  changes  in  the  QE2  can  he  summed  up  in 
four  words:  new  face,  old  soul. 
I  serve  as  Captain  of  the  QE2.  And  my  father  was  the  original  Captain. 
Do  I  think  I  know  something'  ahout  this  ship. 
It's  the  classic  ocean  liner,  with  hig',  roomy  interior  spaces. 
Miles  of  decks.  Dining"  rooms  galore. 
But  tod  ay  is  not  yesterday,  and  the  new  QE2  is  not 

the  old  QE2.  The  ship  has  heen  handsomely  refurnished. 

J 

With  contemporary  puhlic  areas  and  stateroorrts 

that  are  even  more  comfortahle. 

There's  a  new  Yacht  Cluh,  where  you  can 

an  nkch  ampagne  while  you  watch  the  sun  set.  There  s  a  new 

first  class  lounge.  And  an  Englis  hPuh. 

But  one  thing  that  hasn't  chang'ed  is  the  standard  of  service, 

which  is,  as  it's  always  heen,  unsurpassed. 

After  all,  C  unard  virtually  invented  luxury  cruising". 

11 

Now,  you  mig'ht  say  we've  reinvented  it. 

You  won  t  find  people  like  Captain  Ronald  Warwick 
on  any  other  cruise  line.  Which  is  why  no  other  cruise  line  can 
give  you  the  experience  of  Cunard. 


Cunarcl.  We  make  all  the  cliff 


erence. 


There's  a  Cunard  cruise  for  every  lifestyle. 
For  more  information  or  reservations  on  any  of  Cunard's  fine  ships, 
see  your  travel  agent  or  call  Cunard  for  a  complimentary  brochure. 

1-800-221-8200 


CUNARD 


Queen  Elizabeth  2 
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All  Of  The  Best 
And  None  Of  The 
Worst  Of  Venice 


Page  96 


Grey  Matter 

The  thinking  man's  attire. 
Page  106 

Hacker's  Heaven 


The  ultimate fantasy  golf  camp. 
Page  110 


Now  That's 
A  Space  Station 

A  modest  proposal  by  Bruce  McCall. 
Page  116 

Norse  Horse 


Prancing  lessons. 
Page  127 


Page  ij8 


Deep  Luxury 
Down  Under 


The  new  standard  in 
wilderness  lodges. 
Page  128 

Tippi  And  The  Tigers 

Tippi  Hedrens  unchained  melody. 


Page  142 


Page  110 


The  FYI  Selection: 

The  Cream  Of 

The  Mail-Order 

Catalogues 
•  •  •  •  • 

FYI 's  catalogue  analysis  service 
yields  a  random  harvest. 
Page  206 


Hemingway  (Hie) 
Liberates  The  Ritz 


A  bonjour  to  arms. 
Page  152 


The  End 
Of  The  Season 


Fashionable  Alaska. 

Page  164 

Pukka  Palaces 


You  pulled  the  Asia  trip. 
Now  you  get  to  stay  in  some 
of  the  world's finest  hotels. 
Page  178 


DEPARTMENTS 


A  Man,  A  Woman 

And  One  Fly 

•  •  •  •  • 

Sounds  sexy,  but  it's  actually 
a fish  story. 
Page  188 


Big  Bidness 

Lights!  Camera!  Auction! 
Page  195 

Why  Bill  Clinton's 
Brain  Is  Bigger 
Than  A  Baboon's 


Or,  how  Homo  sapiens 
lied  his  way  to  the  top. 
Page  200 

i  The  Bull 
Board 

Ripping 
clippings. 
Pasre  208 


SECURITY 

Page  13 

I  SPA 


Deprivation  chic  at  the  Ashram 


Page  16 


TOURING  PRO 


William  F.  Buckley,  Jr.'s  lifetime  of  jet  lag 
Page  2 j 

REVIEWS  ON  TAPE 


It's  academic 
Pagejo 

MOTHER  EARTH 


Harvest  tales 
Page33 


STRESSBUSTERS 

Pagej6 

THE  IRASCIBLE  TRAVELER 

When  the  voyage  wasn't  so  bon 
Page  43 

GRAPE  JUICE 

Page  46 
ADAM  &  EVE 


The  abuse  of  abuse 
Page  S3 

THE  GOLF  BAG 

Page58 

EXCESSORIES — HIS 

Page  69 

EXCESSORIES— HERS 

Page  70 


VACHERON  CONSTANTIN 

Geneva  since  1755 


TOURfi€AU 

New  York  •  Geneva  •  Palm  Beach  •  Bal  Harbour  •  Costa  Mesa 

NEW  YORK  □  MADISON  AVE  -  52ND  ST  □  MADISON  AVE- -  59TH  ST.  □  34TH  ST  -  7TH  AVE 
FLORIDA  □  PALM  BEACH  -  WORTH  AVE  □  BAL  HARBOUR  -  BAL  HARBOUR  SHOPS 
CALIFORNIA  □  COSTA  MESA  -  SOUTH  COAST  PLAZA 
SHOP  AT  HOME  (212)  758-6234   1  -800-346-3332 


metropolitan  view 

only  at  bloomingdale's 

One  collection,  all  the  pieces  you  need  to  design  a  complete  wardrobe. 
Pick  and  choose,  mix  and  match  to  create  your  own  collection  of  updated,  sophisticated 
clothing  that  combines  European  and  American  styles. 

suits     sportcoats     trousers     dress  shirts     neckwear  sportswear 


Metropolitan  View,  70.00-595.00.  Imported.  In  the  Men's  Store  on  1  and  the 
Lower  Level,  New  York.  And  all  our  stores.  For  personalized  assistance, 
call  'At  His  Service'  at  212-705-3030  in  New  York  and  312-440-4460  in 
Chicago.   Or,   simply  call   'At  Your  Service'  at  the   Bloomingdale's  near  you. 


blGDmingdale's 


Executive  Material 

The  Hathaway  made-for-success  business  shirt.  Superb  Pima  Pin  Point  Oxford 
ailored  with  the  same  impeccable  quality  that  Hathaway  invented  back  in  1837. 
Priced  under  $36.00.  It's  one  business  investment  you  can  really  profit  from. 
Hathaway.  The  original  great  American  shirt. 


The  legend 
continues  with 
a  whole  new 
generation  of  great 
American  shirts. 


"Get  him  the  one  that  comes  in  the  hox  with  the  dots" 


CHARLOTTE:     Well,  I  approve. 

LISA:    Oh,  lucky  me. 
CHARLOTTE:    Marry  him . 
LISA:    He  h  asn  t  as  Led  me . 
CHARLOTTE:    A  minor  detail. 
LISA:     Besides,    we're  having  a  good  time 
as  things  are.    Whv  rush  it? 

CHARLOTTE:    Oh,  go  ahead.  Rush  it. 
LISA:     /  see.   I'm  in  the  enviable  position 
of  getting  advice  from 
a  world-famous  expert.  M.y  sister. 

CHARLOTTE:  IV h  at  arc  vou  talking  ahout:  Honestly,  the  way 
he  looks  at  you  in  public...  vou  should  do  something  a  ho  Ut  It. 
LISA:    So  vou  re  saying  t  ha,  if  I  him,  he'll  stop : 

CHARLOTTE:    On  the  contrary.  Tm  saying  that  the  pleasures  of  marriage 
are  infinitely  expanding;  a  secret  universe  of  love  that  you  create  together. 
LISA:    Charlotte!  How  spiritual!  It  s  touching,  rea  llv.  B  at  my  thoughts 
are  far  more  earthy. 

CHARLOTTE:     Believe  me,  marriage  is  very  earthy.   There's  more  to 

cooking  th<in  frying  eyqs. 

LISA:     Teach  me,  O  Great  One. 

CHARLOTTE:  Well,  does  he  wear  a  rea  llv  sexy  cologne  when  you're 
making  love? 

LISA:    /  suppose  vou  have  a    recommendation  . 
CHARLOTTE:     Get  him  the  one  that  comes  in  the 
hox  with  dots. 
LISA:    Dots  ? 
CHARLOTTE:  Dots! 
LISA:     You  think  he'll  like  it? 
CHARLOTTE:     Oh.  I  think  he  will. 
But  I'm  sure  vou  will. 


brMa 


Dillard's 

To  order  Call  1-800-345-5273 


Herrera  for  Men 

Carolina  Herrera 

New  York 


Everyone  prefers  to  think  of  themselves  as  good  and  decent, 
and  when  it  comes  to  hiring  domestic  help  we  want  to  think  those 
same  good  things.  The  gardener,  the  nanny,  the  chauffeur — they  all 
deserve  a  fair  shake.  If  a  potential  candidate  for  a  domestic  position 
seems,  well,  a  little  fishy,  people  love  to  believe  that  their  talent  for 
judging  human  nature  will  sniff  that  sort  of  thing  out. 


This  is  exactly  what  a  friend  of 
mine  in  Chicago  thought.  He  was 
looking  for  a  handyman  to  work  on 
his  property.  A  seemingly  qualified 
fellow  was  referred  from  an  agency, 
and  no  background  checks  were 
done.  Three  months  later  a  fire  oc- 
curred at  an  adjoining  property  A 
short  while  later,  another  adjacent 
building  burned  down.  Investigators 
discovered  that  both  these  incidents 
occurred  shortly  after  the  handyman's 
workday  ended.  They  also  found  that 
hed  been  the  target  of  several  arson 
investigations,  including  one  that 
resulted  in  an  acquittal  at  trial.  No 
tone  ever  proved  that  the  handyman 
set  the  fires,  but  when  he  later  died 
lin  one,  my  friend  wondered  if  per- 
haps a  background  check  might  have 
iturned  up  the  man's  fascination  with 
pre.  It  clearly  would  have. 

When  I  wrote  in  this  space  about 
[executive  security,  I  was  surprised  by 
the  feedback  I  received.  Some  CEOs 
wrote  that  they  weren't  so  much  con- 
cerned about  their  own  safety,  but 
with  their  family's  safely  and  welfare. 
They  wanted  to  know  how  they 
:ould  be  certain  that  the  people  they 
;hired — chauffeurs,  nannies,  live-in 
purses,  private  airplane  pilots — 
wouldn't  be  a  danger  to  their  loved 
bnes.  The  short  answer  is  that  if  any 
one  method  of  checking  family  sup- 
joort  staff  was  foolproof,  we  wouldn't 
read  about  the  disastrous  nanny  with 
[i  history  of  mental  illness,  or  the 
driver  who  kidnaps  his  employer. 
No  system  is  infallible,  but  keep  in 
imind  that  these  are,  after  all,  rela- 
tive strangers  you're  taking  into  your 
pome.  From  live-in  aides  to  casual 
Staff  such  as  the  pool  man,  the  tennis 
icoach,  or  personal  trainer,  there  are 
liteps  you  can  take  to  decrease  the 
;:hreat  to  your  family  or  business. 

Ideally,  the  best  way  to  hire,  say,  a 


nanny,  is  on  the  personal  recommen- 
dation of  friends  who  have  had  a 
long  association  with  her  but  no 
longer  need  her.  Unfortunately,  this 
doesn't  happen  often.  Short  of  that, 
you'll  have  to  resort  to  a  referral  from 
an  established  agency. 

Reputable  agencies  are  fine,  as  far 
as  they  go.  They  will  check  references 
and  verify  basic  data  such  as  date  and 
place  of  birth,  prior  residences 
employments,  reasons  for 
leaving,  names  of  past 
supervisors.  (They  are 
also  well-versed  in  legal 
niceties  that  ensure  that 
an  applicant's  rights  are 
not  violated.)  But  this  is  generally  a 
cursory  investigation  and,  frankly, 
agencies  are  not  very  successful  at 
uncovering  illegal  or  immoral  activi- 
ties. Their  priority  is  placing  an 
employee  in  a  job. 

Bottom  line:  don't  take  an  agen- 
cy's word  that  all  is  okay.  Once  an 
applicant  passes  the  agency's  require- 
ment, it's  time  for  you  to  go  to  work. 
The  first  order  of  business  should  be 
a  personal  interview  during  which 
you  stress  to  the  applicant  that  you 
will  require  a  release  to  conduct  a 
much  tougher  background  check.  At 
that  point,  as  many  as  30%  of  appli- 
cants will  get  up  and  walk  away. 
They  know  that  there's  something  in 
their  past  they'd  rather  not  have 
dredged  up,  and  they're  gone.  Proba- 
bly another  30%  should  back  out  but 
they  hope  they'll  squeak  through. 

If  your  applicant  hasn't  bolted  for 
the  door,  show  them  the  release 
which  should  read  something  like 
this:  "James  Fox  is  hereby  authorized 
to  contact  my  previous  employer, 
schools  I  attended,  and  to  make  any 
investigation  of  my  personal  back- 
ground, for  the  purpose  of  evaluating 
my  qualifications  for  employment.  I 


Security 

BY  JAMES  FOX 


Family  retainers: 
telling  the  right  ones 
from  the  wrong; 
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realize  that  any  misrepresentations  or 
omissions  may  result  in  immediate 
dismissal.  I  hereby  authorize  all  cor- 
porations, companies,  credit  agen- 
cies, schools,  persons,  law  enforce- 
ment agencies,  and  present  or  former 
employees  to  furnish  to  James  Fox 
information  relevant  to  the  applica- 
tion of  employment." 

You,  or  the  private  investigator 
you  hire  to  do  the  leg  work,  are  enti- 
tled to  go  after  just  about  anything 
with  a  valid  release — credit  informa- 
tion, criminal  files,  employment  and 
education  information,  as  well  as 
department  of  motor  vehicles 
records.  How  much  can  you  reason- 
ably expect  to  dig  up?  That's  tough 
to  know.  You  won't  be  able  to  obtain 
military  records,  and  private  citizens 
are  not  allowed  access  to  some  crim- 
inal records  such  as  the  National 
Crime  Information  Center 
which  lists  everyone  wanted  for 
crimes  in  the  U.S.  Your  private 
investigator  will  be  piecing  the 
puzzle  together  from  a  variety  of 
sources,  and  some  items  will 
inevitably  be  overlooked.  Still, 
there's  absolutely  no  doubt  you'll 
find  out  more  than  your  agency 
did,  and  if  your  P.I.  can  get  a 
clear  picture  of  an  applicant's 
history  for  even  the  past  couple 
of  years,  you'll  be  ahead  of  the  game. 

A  word  about  non-U. S.  citizen 
domestic  staff:  American-born  resi- 
dents are  obviously  easier  to  investi- 
gate than  foreign  nationals,  and  you 
may  feel  uncomfortable  with  the 
scant  information  that  surfaces  on, 
say,  a  Colombian  applying  to  be  your 
housekeeper  or  an  Irish  nanny.  Also, 
if  an  applicant  shows  you  what  they 
claim  is  a  legal  green  card,  don't  nec- 
essarily believe  it.  Green  cards  are 
becoming  easier  to  duplicate  these 
days.  Your  private  investigator 
should  check  its  authenticity  with 
the  Department  of  Immigration. 

Here  are  a  few  other  methods  to 
consider  before  allowing  an  applicant 
access  to  your  home  and  family: 

A  pre-employment  physical:  a  pre- 
existing medical  condition,  particu- 
larly one  that  might  put  your  family 
at  risk,  such  as  TB  or  spinal  meningi- 


tis, is  obviously  something  you'd  like 
to  know  about.  Recent  legislation, 
however,  dictates  that  in  some  cases 
you  must  actually  offer  an  applicant  a 
job  before  stating  this  requirement. 
You  may  legally  insist  that  employ- 
ment is  contingent  on  passing  the 
physical.  Incidently,  a  lot  of  undesir- 
able applicants  will  walk  away  when 
the  subject  of  physical  exams  arise. 

Drug  testing:  the  same  legal  re- 
quirements apply  as  in  the  case  of 
the  physical  exam,  but  I  consider 
drug  testing  a  must.  If  you're  hiring 
a  private  pilot,  you  don't  want  to 
open  the  cockpit  door  some  night  on 
a  flight  from  Aspen  to  New  York 
and  find  him  laying  out  lines  of 
cocaine.  Nor  would  you  be  happy  to 
learn  that  your  nanny  has  been 
cruising  dangerous  neighborhoods 


From  live-in  aides 
to  casual  staff  such  as  the  pool  man, 
the  tennis  coach,  or  personal  trainer, 
there  are  steps  you  can  take 

to  decrease  the  threat 
to  your  family  or  business. 


in  search  of  drugs  with  your  one- 
year-old  strapped  in  the  child  seat 
next  to  her. 

Written  integrity  test:  these  tests 
are  designed  by  psychologists  to  pre- 
dict certain  types  of  behavior,  and  it's 
remarkable  how  forthcoming  appli- 
cants are  in  their  responses.  The  tests 
ask,  for  example,  "How  do  you  rate 
your  honesty?"  Answers  range  from 
"Honest  in  all  matters"  to  "Dishon- 
est if  I  think  I  can  get  away  with  it." 
Or,  "Do  you  have  a  bad  temper?" 
Answers  range  from  "Never"  to 
"Often."  (One  such  test  formerly 
asked,  "How  much  did  you  steal  at 
your  last  job?"  The  question  was 
thrown  out,  but,  by  God,  applicants 
frequently  answered  it.)  Integrity 
tests  can  be  obtained  from  almost 
any  human  resource  agency — they 
run  from  one  page  up  to  12  pages — 
and  some  are  specifically  designed 


for  use  in  hiring  domestic  staff. 

Non-disclosure  agreement:  I  ride 
around  town  in  the  back  of  a  car 
talking  on  the  phone  almost  con- 
stantly, and  my  driver  overhears  a  lot 
of  conversation.  Not  that  I  have  any 
secrets,  mind  you.  But  suppose  I 
was  talking  about  corporate  mergers 
or  stock  trades,  or  anything  that 
might  qualify  as  insider's  knowledge 
that  he,  or  others,  might  profit 
from?  Suppose  I  was  talking  about 
whom  I  slept  with  last  night?  A 
non-disclosure  agreement  will  make 
him  think  twice  about  passing  the 
information  along.  In  most  cases  a 
breach  of  confidence  is  punishable 
only  with  dismissal,  but  the  agree- 
ment may  keep  him  from  giving 
you  away  to  the  competition,  or  the 
gossip  pages.  No  one  likes  loyalty 
oaths,  but  a  new  agreement 
should  be  signed  every  year,  as 
a  gentle  reminder. 

I  don't  have  to  tell  you  that 
this  type  of  protection  can  be 
time-consuming  and  expensive. 
Paying  an  agency  to  find  out  the 
basics  may  cost  anywhere  from 
$300  to  $500.  A  private  investi- 
gator's full  background  check 
might  cost  $1,000  and  up. 
Spend  just  a  little  money  and 
you  can  expect  only  a  rough  line 
sketch  of  the  person  taking  care  of 
your  child  or  dusting  your  home 
office.  Spend  more,  and  you  can 
expect  a  fuller  portrait,  always  taking 
care  to  comply  with  relevant  legisla- 
tion (particularly  the  Americans 
With  Disabilities  Act  and  the  Fair 
Credit  Reporting  Act). 

Believe  me,  I  realize  this  can  be 
trying.  People,  after  all,  are  con- 
cerned enough  with  finding,  for 
example,  a  nanny  who  will  click  with 
the  children,  who  is  trained  in  CPR 
and.  childhood  development.  To  then 
consider  her  as  a  possible  security 
risk  adds  a  further  layer  of  stress  that 
most  of  us  don't  want  to  think  about. 
It's  clearly  easier  to  rely  on  your  intu- 
ition. But,  trust  me,  your  intuition 
isn't  that  good.  • 


James  Fox  is  the  former  director  of 
the  New  York  office  of  the  FBI. 
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Deprivation  chic: 
at  the  Ashram 


By  Adam  Platt 


Psychic  observation  isn't  a  usual  part  of  the  spa  experience 
in  this  country,  so  when  you  visit  the  Ashram,  in  the  wilds  of  the 
Calabasas  Valley  outside  of  Los  Angeles,  be  prepared. 

"Aaadam,  you  need  to  dare  a  little!"  The  words  came  over  a  crack- 
ling telephone  connection,  one  sleet-grey  Manhattan  afternoon,  and 
they  made  me  sit  upright  on  my  soft  couch.  "I'm  reading  you,"  said 


ISp 


Anne-Marie  Bennstrom,  pro- 
prietress of  the  Ashram  for  the  past 
20  years.  She  talked  on  in  a  purring 
Scandinavian  voice  about  a  trip  she 
planned  to  India.  Then:  "You  are 
unmarried,  Aaadam?  How  strange. 
Are  you  overweight?"  No  way,  I  said. 
"Paula  Abdul  canceled  just  last  week; 
it  would  have  been  perfect  for  you. 
You  must  come  after  the  New  Year." 
That's  howl  found  myself  standing 
full  body  before  Ms. 
Bennstrom,  wearing 
only  socks  and  a  pair  of 
m  M      tattered  boxer  shorts. 

The  room  was  full  of 
soft  sounds:  humming 
birds,  windchimes,  the  rustling  of  euca- 
lyptus trees.  There  were  pictures  on  the 
white  walls:  of  Shirley  MacLaine,  of 
pensive-looking  yogis  with  downy 
cheeks.  "You  enjoy  coffee,"  said  Anne- 
Marie,  appraising  me  with  fierce  blue 
eyes.  Shed  driven  up  moments  before 
in  her  gold  Mercedes  to  give  each  new 
arrival  a  personalized  "body  reading." 
Other  guests  waited  their  turn  down- 
stairs, padding  around  in  terrycloth 
robes,  nibbling  fitfully  on  carrot  sticks. 
"I  bet  your  room  gets  messy  and  you 
don't  even  care,"  she  said  to  me. 

People  at  the  Ashram  have  coined 
the  word  "Healthort"  to  describe  their 
institution.  "Spa"  sounds  too  comfort- 
able. Visitors  to  the  bungalow-like 
complex  east  of  Malibu  hike  75  miles 
during  their  week-long  stay,  on 
roughly  800  calories  per  day.  It  used  to 
be  notorious  as  a  kind  of  boot  camp  to 
the  stars.  Jane  Fonda  has  done  time  at 
the  Ashram;  so  has  Shirley  MacLaine. 
Oprah  dropped  numberless  pounds 
there  last  year  and  threatens  to  return. 
Anne-Marie,  whose  spa  credentials 
include  the  famed  Golden  Door,  out- 
side San  Diego  (she  helped  found  it), 
takes  only  ten  guests  a  week,  and  is 
booked  a  solid  six  months  in  advance. 


Activities  are  mandatory  at  the 
Ashram.  You  shuffle  from  one  thing  to 
the  next,  with  no  time  for  whimpering, 
and  it  doesn't  take  long  for  a  kind  of 
herd-like  torpor  to  set  in.  Executive 
types  find  this  strangely  blissful.  "The 
Type-As,"  one  instructor  told  me, 
"they  like  to  be  led  around."  There's 
even  a  uniform:  fire-red  sweat  clothes 
and  a  white  T-shirt.  On  our  first  hike  a 
lawyer  broke,  Rocky-like,  into  a  sprint 
at  the  end  of  his  four  miles,  impressing 
the  rest  of  us  gready.  Then  we  did  yoga 
with  Karin  in  a  redwood  geodesic 
dome  hung  with  New  Age  crystals. 
We  were  contorted  there  in  various 
strange  poses  (the  camel,  the  frog), 
when  an  earthquake  aftershock  struck. 
"I'm  from  Cincinnati,"  someone  said. 
"I  was  hoping  for  this." 

Dinner  that  first  night  was  a  tasty 
Caesar's  salad — no  seconds — plus  all 
the  water  you  could  drink.  Tone,  a 
dignified  hiking  instructor  from  Nor- 
way, told  spa  stories  in  a  doleful  voice. 
All  sorts  of  people  come  to  the 
Ashram:  body  builders,  manic  lawyers, 
nicotine  freaks.  "By  nine  o'clock  they 
are  all  in  bed,  no  joke,"  she  said.  "If  you 
go  mad  with  hunger  maybe  we  will 
give  you  a  rice  cracker  or  something." 
Sue,  who  runs  her  own  gas  distribution 
company  in  Texas,  told  me  about  her 
husband  Duke.  She  wanted  to  get 
Duke  up  to  the  Ashram  (this  was  her 
second  time)  but  didn't  think  he'd 
come.  He  was  at  a  big  gun  show  this 
weekend;  he  weighed  about  40  pounds 
more  than  he  should,  and  he  liked  to 
eat  his  peanuts  with  the  shells  on. 

Duke  wouldn't  have  enjoyed  break- 
fast the  next  morning,  which  was  a 
single  glass  of  orange  juice  (or  grape- 
fruit, freshly  squeezed)  plus  a  potassi- 
um pill.  Gentlemen  received  a  slice  of 
whole-grain  toast.  That  was  after 
another  hour-and-a-half  of  yoga  in 
the  dome  (wake-up  time:  6:00  a.m.), 
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You  cross  time  zones  and  territories,  boundaries 


Some  Of 
The  World's  Most 
Important  Meetings 

Don't  OpenWith 
A  Handshake. 


and  borderlines,  oceans,  countries  and  continents. 
And  you  do  it  all  in  the  name  of  business.  Of  course, 
with  a  flight  taking  off  every  17  seconds  of  every  day 
to  over  300  cities  in  34  countries,  Delta  Air  Lines 
can  fly  you  to  the  farthest  corners  of  the  business 
world.  But  when  the  job  is  done,  we  can  also  bring 
you  back  to  a  place  where  the  really  important  meet- 
ings happen.  To  a  place  where  facts  and  figures  are 
replaced  with  hugs  and  laughter.  Join  us  on  your  next 
business  trip.  We  think  you'll  love  the  way  we  fly. 


ADELTAAIR  LINES 

 You'll  Love  The  Way  We  Fly2  


lased  on  cities  vrved  by  Delta  and  Delta  Connection.5  Delta  Connection  flights  operate  with  Delta  flight  numbers  3000-5999  and  7000-7999.  ©  1994  Delta  Air  Lines,  Inc. 
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GOOD  CHEMISTRY 

Shiseido  combines 
science  and  culture  to 
beautify  daily  life. 


1  rom  its  inception  more 
than  a  century  ago,  there  has 
always  been  a  distinct 
character  about  Shiseido  —  its  people, 
products,  and  culture. 

The  $5.2  billion  global  cosmetics 
firm  dates  back  to  1872  — just  nine 
years  after  Commodore  Perry's  four  "Black 
Ships"  precipitated  the  end  to  nearly  three 
centuries  of  Japan's  seclusion. 

Shiseido  was  started  as  Japan  s 
first  Western-style  pharmacy  by  Yushm 
Fukuhara  (1848-1924),  an  enterprising 
young  pharmacist.  At  25,  he  quit  the 
Imperial  Navy  Hospital,  determined  to 
introduce  Western  medicine. 

But  because  Japanese  believed  in 
traditional  medicine,  it  was  rough  going 
in  the  beginning. 

However,  business  eventually 
caught  on  as  Yushin  developed  a 
succession  of  innovative  products  and 
marketing  ideas,  including  Japan's  first 
toothpaste  (1888),  vitamin  tablets  (1893), 
and  "Eudermine"  skin  lotion  (1897).  In 
1902,  after  a  memorable  visit  to  the  U.S., 


Scientific  Tradition:  In  1872,  Yushin  Fukuhara  open 
Japan's  first  Western-style  pharmacy  in  Ginza,  Tokyo] 
His  grandson  Yoshiharu,  the  current  company  presideri 
carries  on  the  Shiseido  commitment  to  science. 


he  opened  Japan's  first  soda  fountain, 
which  occupied  a  corner  of  his  pharmacy. 

Shiseido's  shift  to  cosmetics  owes 
much  to  his  third  son  Shinzo,  an  artist  by 
nature  who  studied  at  the  Pharmacy 
Department  of  Columbia  University  in 
New  York  in  1910. 

After  graduation,  Shinzo  interned  at 
a  cosmetics  maker  in  Yonkers,  New  York, 
then  lived  in  France  for  two  years, 
where  his  interest  in  cosmetics  grew. 

In  1913,  Shinzo  returned  to  Japan, 
vowing  to  manufacture  world-class 
cosmetics  reflecting  distinct  Japanese 
"esprit." 

Shortly  after  taking  over  as 
president  of  Shiseido  in  1917,  Shinzo 


strengthened  the  cosmetics  division. 
It  was  a  turning  point  for  Shiseido. 

But  Shiseido's  ensuing  success  as 
full-fledged  cosmetics  maker  would  not) 
have  been  possible  without  Noboru 
Matsumoto,  a  marketing  specialist  Shin 
met  in  New  York  who  was  later  named 
president  of  Shiseido. 
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Popular  Marketing:  After  seeing  American 
drugstores,  founder  Yushin  added  a  soda  fountain  to  his 
Ginza  pharmacy.  Later,  Shiseido  expanded  nationwide 
by  creating  an  innovative  network  of  chain  stores. 


ollowmg  the  American  "chain-store" 
model,  Matsumoto  started  a  nationwide 
network  of  retail  stores  in  1923  —  the 
foundation  of  Shiseido's  marketing 
success  in  Japan.  The  pharmaceutical 
division  was  eventually  closed  in  1945 

"It  is  peace  time,"  he  declared 
shortly  after  the  war.  "Let  us  concentrati 
on  cosmetics,  which  I  believe  will  make 
the  greatest  contribution  to  the  peace  of 
the  world." 

In  1965,  Shiseido  Cosmetics 
(America)  Ltd.  was  set  up  in  Nej 
York  under  Shiseido's  new 
overseas  expansion  plan. 

Recalls  Yoshiharu 
Fukuhara,  president  of  Shiseido 
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1987,  who  was  posted  in  the  U.S. 
ZA's  first  president: 

found  the  experience  a  series  of 
^gles.  SCA  was  in  a  critical  financial 
lition  because  the  initial 
>duction  didn't  go  —  there  was 
ash  left  in  the  bank,  too  many 
to  pay,  and  a  heap  of  returned 
:handise  in  the  warehouse." 
|  Life  was  miserable  for 
liharu,  partly  because  SCA 
d  not  pay  his  salary  for  half 
ir. 

"Orchids  saved  me," 
Yoshiharu,  an  avid  orchid 
yer  who  was  living  in 
pn,  New  Jersey  —  mostly 
dmself. 

"A  local  resident  phoned 
m  New  Year's  day  in  1967 
introduced  himself  as  a  fellow 
.iber  of  the  American  Orchid 
ity,  which  I  also  was,"  he  recalls, 
found  my  name  in  the  society's 
:tory  and  wanted  to  say  hello.  I  told 


Cultural  Awareness:  Shiseido  supports  artistic 
events  like  the  "Parallel  Vision"  show  by  so-called 
"outsider  artists. "  Shiseido  also  encourages 
cultural  pursuits  among  its  employees. 


him  I  missed  my  orchids. 

"That  afternoon,  he 
dropped  by  with  ten  pots  of 
orchids.  It  was  very  touching 
...very  Amencan.  I  cannot  say 

how  much  peace  of  mind  I  got  from 
his  orchids  during  the  remainder  of 
my  stay.  I  am  forever  grateful." 

Thanks  to  localization  efforts 
that  followed,  the  company's 
American  operation  today  is  well 
on  its  way  to  becoming  a  fully 
integrated  American  firm  with 
R&D  centers,  production 
facilities,  and  an  extensive 
sales  network. 

Notable  among  its  R&D 
facilities  is  the  MGH/Harvard 
Cutaneous  Biology  Research 
Center  (CBRC),  established  in 
Boston,  Massachusetts,  in 
conjunction  with  the 

Beautiful  Skincare:  When  Shiseido  launched  its 
first  skin  lotion  in  1897,  "Eudermme"  added  a 
scientific  dimension  to  beauty  treatment.  Its 
attractive  packaging  exemplifies  the  "Shiseido  style." 


Massachusetts  General  Hospital 
and  the  Harvard  Medical 
School.  The  Center  conducts 
research  into  the  important  role  skin 
plays  in  human  life. 


A, 


ls  a  corporation  committed  to  "beauty 
and  wellbeing,"  Shiseido  puts  particular 
emphasis  on  its  involvement  in  the 
promotion  of  culture.  Typical  is  its 
sponsorship  of  the  "Dance"  exhibition 
held  at  the  Metropolitan  Museum  of  Art 
in  New  York  from  1986  to  1988  —  an 
international  costume  exhibit. 

In  1992,  Shiseido  was  a  co-sponsor 
of  "Parallel  Visions:  Modem  Artists  and 
Outsider  Art"  organized  by  the  Los 
Angeles  County  Museum  of  Art.  The 
show  traveled  to  Basel,  Madrid,  and 
Tokyo  in  1993. 

Stresses  Yoshiharu:  "Our  mission 
is  to  make  people  happier,  healthier  and 
more  beautiful.  We  are  determined  to 
pursue  this  mission  in  the  United  States, 
which  has  been  good  to  Shiseido  since 
my  grandfather's  day." 
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and  before  an  eight-mile  hike,  more  or 
less  straight  up  a  trail  called  "Back- 
bone." "Life  is  rough,  babies!"  cried 
Anne-Marie,  as  we  straggled  back  to 
camp  to  gorge  on  raw  vegetables  stuck 
upright  in  a  Champagne  bucket.  I 
hustled  a  plate  of  jicama  root,  covered 
it  with  lemon  juice,  and  lay,  bubbling, 
for  a  long,  exhausted  moment  in  the 
outdoor  hot  tub.  Then  it  was  time  for 
weight  class,  then  water  aerobics,  then 
a  bowl  of  fresh  fruit  for  lunch  at 

"Who's  slowly  dying?" 
masseuse  wanted  to  know.  Mas 
sage  people  were  like  angels  at 
the  Ashram,  arriving  after- 
noons in  their  clean  white 
outfits  to  whisk  you  away 
from  some  sweaty  activity. 
Guests  bonded  with  cer- 
tain massage  therapists 
and  began  jockeying  for 
their  services.  I  liked 
Steve  the  best.  A  cheery 
recovered  drug  addict,  he 
looked  like  Roger  Clinton, 
the  President's  brother, 
and  he  had  thumbs  like 
walnuts.  "Don't  stuff  your 
feelings,"  he'd  say.  Karin 
was  another  favorite.  She 
had  lightning-quick  elbows 
and  always  gave  fair  warn- 
ing when  she  was  about  to 
do  something  strange,  as  in 
"Adam,  I'm  going  to  get 
some  energy  now  into 
your  auric  field." 

By  Tuesday,  my  auric 
field  was  fairly  primed,  and 
a  good  thing  too.  Anne-Marie 
calls  it  "toxic  Tuesday,"  because 
that's  when  all  the  viscous  chemicals 
start  oozing  up  out  of  the  system. 
"Last  week  five  people  puked,"  said 
one  of  the  instructors,  smiling  merrily. 
A  ten-mile  hike  in  the  Santa  Monica 
mountains  helped  facilitate  the  pro- 
cess, and  this  time  the  lawyer  among 
us  wasn't  doing  any  sprints.  By  yoga 
time  ("Push  your  fingers  out  like  fire 
hoses!"  was  the  yoga  master's  advice), 
my  head  hurt  and  my  mouth  tasted 
like  battery  acid.  At  dinner,  I  took  my 
single  bowl  of  black  bean  soup  in 
dumb  silence,  then  slithered  into  bed. 

Most  guests  bunk  together  at  the 


Ashram  (you  can  sleep  out  on  the 
porch  for  a  reduced  fee),  but  I  had  a 
room  of  my  own,  called  "the  Cube." 
Oprah  stayed  in  the  Cube,  and  I 
imagined  her  there,  twirling  under 
the  flowered  sheets,  dreaming  of 
chicken  fingers.  The  instructors  said 
Oprah  was  a  short,  jolly  presence,  not 
petulant  at  all.  The  strangest  celebrity 
they'd  encountered  was  Spalding 
Gray,  who  arrived 


Celebrity  Ashramis  Winfrey, 
MacLaine,  Fonda  and  Gray 


stupor  to  write  an  article  about  the 
place.  "He  made  weird  sounds  doing 
his  yoga,"  said  an  instructor.  "Then, 
on  Saturday,  Anne-Marie  had  to  take 
him  to  the  airport  because  he  didn't 
want  to  leave." 

The  Ashram  gets  return  customers 
all  the  time,  which  is  one  reason  the 
regime  had  gotten  tougher  over  the 
years.  The  staff  doesn't  encourage 
complete  endomorphs  to  come,  and 
tries  screening  them  out  over  the  tele- 
phone. Many  Ashramis  are  in  good 
shape  and  don't  need  to  lose  weight. 
They  come,  believe  it  or  not,  to  relax, 


to  scrub  out  the  system  in  a  no-frills 
way,  or  to  shock  it  into  action. 

The  hikes  got  longer  and  more  var- 
ied through  the  week:  down  into  val- 
leys full  of  mesquite  and  bunches  of 
funnel,  up  along  fire  roads  with  windy 
views  to  sea.  Instructors  stayed  front 
and  rear,  coaxing  people  along,  expert- 
ly patching  blisters.  We  moved  up  the 
hills  like  a  line  of  ducks,  bonding  and 
exchanging  confidences.  An  opera 
singer  from  Manhattan  told  the  group 
about  her  weekly  colonic  therapy  ses- 
sions. "You  couldn't  put  me  to  sleep 
to  do  that!"  cried  Sue  from  Texas. 
Food  became  more  filling:  a 
baked  potato  heaped  with  fresh 
salsa  one  night,  lentil  soup  the 
next.  On  Thursday,  Anne- 
Marie  reappeared  for  yoga  and 
told  stories  about  nude  yogis 
dancing  in  the  snow.  "This  is  it, 
babies,"  she  kept  yelling,  "your 
body  screams  for  it!" 

She  was  right,  of  course.  By 
Friday,  I  was  doing  breathing 
exercises  on  the  trail.  "You've 
flipped,"  one  Ashrami  said  as  I 
went  blowing  by.  After  a  final 
session  with  Steve,  I  actually 
sat  in  the  garden,  listening  to 
windchimes  and  contem- 
plating the  moon.  I  willingly 
got  my  Shakras  tested,  among 
other  yogic  activities,  and 
almost  purchased  an  industri- 
al fruit  juicer  to  make  health- 
ful sorbets  back  in  Manhat- 
tan. When  it  came  time  to 
depart,  I  gave  my  fellow 
Ashramis  big,  California 
hugs,  which  shocked  them 
greatly.  On  the  airplane  home,  I  found 
my  notes  from  the  final  few  days  were 
barely  legible,  the  handwriting  had 
gone  all  blurry  and  soft.  "Floating 
along,"  read  my  last  goofy  report  from 
the  Cube,  "floating  happily  along."  • 

The  Ashram's  week-long  program 
runs  Sunday  to  Saturday.  Cost: 
$2,100  per  person,  including  every- 
thing. Ashram,  Box  8009,  Cal- 
abasas,  Calif.  91372;  818-222-6900. 


Adam  Platte  spiritual  growth  may 
have  rendered  him  unfit for  life  in  N.Y. 
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To  be  literal  about  it,  you  can't  have  had  a  "lifetime  of  jet 
lag"  unless  you  were  born  in  1958,  which  was  when  the  commer- 
cial jet  age  was  born.  There  was  jet  conveyance  before  then,  but 
only  over  short  distances.  Jet  pilots  in  the  Korean  War  didn't 
fly  long  distances,  and,  anyway,  jet  lag  is  probably  the  last  thing 
to  worry  about  when  flying  on  do-or-die  military  missions. 


In  1958  I  was  33,  but  it  is  true  that 
I've  had  jet  lag  ever  since  I  began  flying 
in  jets.  I  sometimes  wake  up  at  home 
and  find  myself  reaching  sleepily  for 
the  flight  attendant's  button.  I  re- 
member asking  one  gregarious  cap- 
tain, at  the  end  of  what  seemed  a  one- 
week- long,  non-stop  jet  trip  whether, 
like  round-the-world  cruising  ships, 
his  aircraft  carried  coffins  for  passen- 
gers who  died  on  board.  I  have  a 
creepy-crawly  feeling  that  I'll  have 
jet  lag  always,  and  maybe  the  time 
has  come  to  explore  the  phenom- 
enon in  a  fatalistic  way,  and  pass  along 
an  experience  or  two,  not  so  much  to 
recommend  it,  as  to  say:  don't  bother. 

Like  don't  bother  not  to  drink. 
Senator  George  McGovern,  who  is  a 
fountain  of  wisdom  on  all  matters 
not  touching  on  public  policy,  told 
me  one  evening  as  we  decompressed 
from  a  heated  exchange  with  a  bottle 
of  beer  that  he  was  going  the  next  day 
to  Germany  and  didn't  look  forward 
to  his  schedule,  because  he  would  be 
flying  all  night  and  meeting  in  the 
morning,  a  couple  of  hours  after 
arriving.  I  asked  him  if  he  heeded  the 
counsel,  "Thou  shalt  not  drink  on  jet 
travel."  No,  he  said.  "I  like  to  have  a 
drink  when  I  fly  across  the  ocean." 

That,  really,  is  the  simplest  way  to 
put  it.  I  intend,  Senator  McGovern 
was  saying,  to  have  my  Scotch  and 
soda  after  take-off,  and  my  glass  of 
wine  at  dinner — because  it  is  a  civi- 
lized thing  to  do,  inducing  relaxation 
and  sleep.  Senator  McGovern  made 
•the  other  mistake,  as  renowned,  but 
then  as  apparently  incurable,  as  gov- 
ernment waste.  It  is  to  make  an 
appointment  on  the  morning  you 
arrive,  eastbound  across  the  Atlantic. 

I  remember  an  agonizing  day.  I 
was  invited  to  Belfast  to  meet  the 
brass  and  to  write  about  the  strife. 
This  required  flying  to  Scotland  and 


connecting  to  Belfast,  arriving  a  mat- 
ter of  minutes  before  our  first  sched- 
uled visit  with  a  Cabinet  Minister.  By 
the  time  of  the  fifth  interview  in  mid- 
afternoon,  I  felt  I  knew  something  of 
the  meaning  of  that  form  of  torture 
that  keeps  the  prisoner  awake  while 
questions  are  endlessly  put  to  him. 

Later  in  the  afternoon,  I  was  at 
the  wheel  of  the  rented  car  driving 


Touring  Pro 


to  Londonderry  for  an  interview 
with  the  Catholic  proconsul.  My 
eyelids  began  to  shudder,  and  I 
jammed  my  foot  on  the  brake  just  in 
time  to  avoid  one  more  violent  death 
in  that  violent  country. 

The  passenger  traffic  manager  of 
the  late  Pan  Am  once  told  me  that  a 
reason  (there  are  others)  that  the 
major  carriers  fly  overnight  instead 
of  during  the  day  across  the  Atlantic 
is  that  Americans  are  such  Stak- 
hanovite  tourists,  they  don't  want  to 
forfeit  one  day  of  their  14-day  vaca- 
tion. "They  don't  know  how  awful 
they're  going  to  feel  the  next  day, 
when  they  have  scheduled  them- 
selves happily  to  tour  London  or 
Paris  or  Rome." 

Anyway,  I  agreed  heartily  with 
Senator  McGovern,  and  we  pledged 
never  to  communicate  to  each  other 
any  testimony  from  a  longtime  jet  lag 
sufferer,  should  one  such  burst  into 
the  room  and  say,  "Yesterday,  New 
York-Geneva,  I  had  nothing  to  drink, 
and  felt  fresh  as  a  daisy  when  I  land- 
ed." The  good  news  is  that  I  haven't 
had  to  suppress  any  such  testimony. 
Nobody  around  is  telling  me  he  did  a 
long  jet  trip  dry  and  it  worked. 
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Everybody  says  you  should  try  it. 

Then  there  are  the  noise  nuts. 
We  mustn't  deny  that  jet  noise  is  an 
irritant.  Does  it  induce  jet  lag?  The 
New  York  Times  ran  a  story  last 
October  that  began,  "No,  I  didn't 
sleep.  I  can  never  sleep  on  airplanes. 
But  after  more  than  eight  hours 
overnight  from  Kennedy  Interna- 
tional Airport  I  arrived  in  Vienna 
surprisingly  rested  and  fresh." 

You  know  what  that  man  is  telling 
you.  No  jet  lag. 

How  come? 

The  gentleman  had  got  hold  of  a 
NoiseBuster — "NoiseBuster  reduces 
annoying  noise  electronically,  using 
'anti-noise'  technology...."  The  prod- 
uct ($149)  is  manufactured  by  Noise 
Cancellation  Technologies,  Inc.  So  I 
bought  one,  left  New  York,  bound  for 
Los  Angeles  with  it  on,  took  it  off  by 
the  time  the  plane  reached  the 
George  Washington  Bridge — I 
figured  it  was  a  defective  unit.  A  week 
later  I  was  given  a  replacement,  and 
set  out  for  Paris.  By  the  time  I  got  to 
New  Haven  I  took  it  off",  and  put  on 
my  75-cent  earplugs,  which  work  five 


times  as  well  as  the  NoiseBuster. 
However,  the  next  morning  I  did  not 
arrive  surprisingly  rested  and  fresh.  I 
woke  with  jet  lag. 

Chemicals?  I  have  had  only  a  sin- 
gle conversation  with  Princess  Diana, 
at  the  White  House  when  she  and 
the  Prince  flew  in  for  a  state  dinner. 
Finding  myself  alone  with  her,  I 
thought  it  appropriate  to  comment 
on  her  flight  that  very  day  from  Lon- 
don, and  asked  if  she  suffered  from 
jet  lag.  But  I  didn't  give  her  the  time 
to  answer,  because  I  had  a  conversa- 
tional gambit  up  my  sleeve  and 
rushed  to  spring  it  on  her. 

"You  see,"  said  I  to  the  Princess, 
"what  causes  jet  lag  is,  apparently, 
internal  sweating  caused  by  dryness. 
Now  I  have  a  friend  who  knows  a  doc- 
tor in  London,  and  they  were  talking 
about  jet  lag,  and  the  doctor  said, 
'Look,  try  this  next  time  you  go  across 
the  Atlantic.  Take  a  heaping  table- 
spoonful  of  salt  and  put  it  into  a  cup  of 
coffee.  Drink  it  and  it  will  taste — 
awful!  Five  hours  later,  do  the  identi- 
cal thing — but  this  time  the  salted 
coffee  will  taste  like  syrup!  Why? 


Because  your  whole  system  is  cry- 
ing out  for  salt!'"  I  paused. 

"Why  don't  you  try  that  on 
the  trip  home?"  She  looked  me 
square  in  the  face,  stuck  out  her 
tongue,  clutched  her  throat, 
and  made  a  gagging  noise.  It 
crossed  my  mind  that  she  was 
having  a  bulimic  attack,  but  no. 
She  was  reacting  to  the  thought 
of  drinking  a  cup  of  coffee  with  a 
tablespoonful  of  salt  in  it.  Two 
days  later,  flying  to  Madrid,  I 
tried  it,  gulping  down  the  entire 
cup.  It  was  the  closest  I  ever  came 
to  looking  like  Princess  Diana. 
The  next  day  I  had  jet  lag. 

A  friend  reports  that  he  has  the 
jet  lag  answer,  at  least  for  flights  to 
London  and  Paris.  "The  trouble  is, 
I  can't  afford  the  Concorde."  Now 
on  that  point,  focus  on  these  reser- 
vations: 1)  Concorde  flights  are  dur- 
ing the  day,  and  no  one  questions  that 
jet  lag  on  most  day  flights  is  less 
acute.  2)  What  is  it  that  persuades  us 
that  Concorde-speed  travel  dimin- 
ishes whatever  it  is  that  causes  jet  lag? 

Concerning  the  first  point.  On  a 
round-the-world  Concorde  jaunt, 
our  party  flew  on  the  last  day,  Cape- 
town-Monrovia, which  is  about 
3,500  miles.  (The  Concorde  is  not 
permitted  to  fly  overland,  so  it  had  to 
swing  out  to  sea  a  bit  to  avoid  dis- 
turbing the  tranquility  of  Zaire.) 
There  we  refueled,  and  one  hour 
later  were  off  for  London — another 
3,000  miles  plus.  In  London  we  had 
one  hour  to  bathe,  then  a  big  farewell 
dinner.  We  had  flown  almost  7,000 
miles  in  eight  hours.  On  the  other 
hand,  our  route  was  pretty  well 
north — our  watch  time  changed  only 
one  hour.  Earlier  in  the  trip,  we  had 
flown  Acapulco-San  Francisco- 
Honolulu,  a  shorter  distance  (less 
than  5,000  miles),  but  traversing  60 
degrees  of  longitude;  four  time 
zones.  Considerable  jet  lag.  Our 
experience  reconfirmed  what  we 
more  or  less  know,  that  north-south 
trips  don't  do  it  to  you,  e.g.,  New 
York-Rio  is  pretty  tame. 

But  on  the  second  point,  ask  your- 
self this:  why  is  it  that  we  should 
expect  the  Concorde  to  let  us  off  light- 
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ly  when  crossing  the  Atlantic  Ocean? 
Jet  lag  is  supposed  to  result  from 
affronting  the  sidereal  order  by  travel- 
ling at  a  rapid  speed  across  time  zones. 
Well,  shouldn't  it  follow  that  the  slow- 
er you  travel,  the  less  the  internal 
stress?  I  have  crossed  the  Atlantic  on  a 
sailboat,  averaging  175  miles  per  day — 
and  there  were  no  traces  of  jet  lag. 
Why  traveling  at  1,350  miles  per  hour 
instead  of  at  600  miles  per  hour 
should  your  system  absorb  less,  rather 
than  more  of  the  relevant  distresses? 
Do  you  know  the  answer  to  that  ques- 
tion? Good,  because  I  do  not,  and  no 
travel  expert  I've  asked  has  the  answer. 
I  say:  the  primary  reason  some  peo- 
ple don't  get  jet  lag  on  the  Concorde 
flights  (I  do)  is  that  they  are  daytime 
flights.  Why  should  flying  overnight 
tax  you  more?  This  is  a  hypothesis, 
nothing  more:  you  lose  sleep,  and 
fatigue  is  a  primary  generator  of  jet 
lag.  For  many  years,  my  annual  route 
in  January  was:  New  York-Paris- 
Geneva,  leaving  at  10  a.m.  No  jet 
lag.  Since  they  eliminated  the  day- 
time flights,  we  have  been  forced  to 
do  New  York-Geneva  at  night,  land- 
ing at  the  New  York  equivalent  of 
1  a.m.  Horrible  jet  lag. 

Again,  the  rule-breakers:  New 
York-Tokyo  is  awful,  even  though  it 
is  1)  daytime,  and  2)  a  trip  long 
enough  to  permit  sleep  for  about  as 
long  as  you  like.  But  it  is  a  14-hour 
killer,  in  my  experience.  Roger 
Moore  flies  regularly  Geneva-New 
York-Los  Angeles.  His  prescription: 
swallow  a  tough  sleeping  pill  as  soon 
as  you  take  off  on  the  second  leg,  but 
one  that  wraps  you  up  for  only  about 
three  hours.  Then,  arriving  at  L.A.  in 
the  late  afternoon  (Swiss  time,  about 
3.  a.m.),  kill  yourself  to  stay  awake 
through  dinner  and  mild  revelries 
after.  Next  day?  You  are  fit  to  take  on 
the  Man  with  the  Golden  Gun. 

My  summary?  If  you  want  to 
avoid  jet  lag  at  all  costs  when  head- 
ing for  London,  go  New  York- 
Buenos  Aires-Capetown-London. 
Or  wait  till  May  and  travel  on  the 
Queen  Elizabeth  II.  But  do  this  at 
least:  make  no  appointments  on  Day 
#2,  and  patronize  any  airline  that 
flies  during  the  day.  • 
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The  mystique  of  France. 
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September  brings  thoughts  of  vanished  college  days  and 
raises  the  melancholy  question:  was  there  perhaps  a  thing  or  two 
left  undone?  Not  for  you,  I  dare  say,  in  the  areas  of  amorous  con- 
quest, libations,  sports  or  influence-mongering.  No  one  means  to 
suggest  the  years  were  squandered.  Still,  there  was  so  little  time  for 
lectures  and  certainly  no  leisure  to  thumb  through  the  classics. 


What,  then,  of  scholarship?  Or, 
more  to  the  point,  what  happened  to 
a  tasteful  furnishing  of  the  mind? 

Now  is  clearly  the  time  to  sweep 
away  shabby  regrets  and  get  the 
inner  house  in  order,  to  stock  it  with 
a  cultural  richness  plumbed  in,  as  it 
were,  by  audio  tape. 

The  big  picture,  or  le  tableau 
d' ensemble  as  you  might  say,  is  handi- 
ly provided  for  by  The  Teaching 
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Company's  seemingly  endless  series 
of  lectures  on  the  Great  Minds  Of  The 
Western  Intellectual  Tradition.  ($300; 
800-832-2412.)  The  whole  course 
consists,  in  fact,  of  57  lectures  deliv- 
ered by  "SuperStar  Teachers"  who 
span  the  march  of  mind  from  the 
pre-Socratics  down  to  thinkers  of 
our  own  day.  The  lectures  give  you  a 
handle  on  Plato,  Aristotle,  Augus- 
tine, Aquinas,  Machiavelli,  Hobbes, 
Locke,  Hume,  Rousseau,  Hegel, 
Nietzsche,  Freud,  Habermas,  Rorty 
and  plenty  more.  To  be  sure,  the 
series  sounds,  at  times,  like  a  revival 
meeting  and,  at  others,  like  a  mighty 
effort  at  re-engineering  the  canon. 

Mostly  this  is  because  it  is  domi- 
nated by  two  pumped-up  boys, 
Michael  Sugrue  and  Darren  Staloft, 
whose  terrifying  enthusiasm  and 
insistence  on  the  value  of  their  prod- 
uct is  couched  in  pedestrian  prose. 
Still,  they've  got  the  goods.  The 
"guest  lecturers,"  on  the  other  hand, 
of  which  there  are  eight  (giving  a 
total  of  21  lectures),  sally  out  for  the 
most  part  in  great  style.  The  best  are 
the  Irish-born  Elizabeth  McNamer, 
whose  lecture  on  St.  Paul  is  wry, 


articulate  and  completely  command- 
ing, and  the  Texan-born  Rick  Rod- 
erick, whose  big-car  voice  and  intel- 
ligent explication  suggest  how  truly 
exciting  the  life  of  the  mind  can  be. 

Another  wide-angle  view  of  culture 
is  provided  by  Daniel  Boorstin's  The 
Creators:  A  History  Of  Heroes  Of  The 
Imagination.  (Books  On  Tape;  Part  1, 
21  hours;  purchase:  $112,  rental:  $19.50 
for  30  days.  Part  2,  19%  hours;  pur- 
chase: $104,  rental: 
$9.75.  800-626-3333.) 
Starting  with  an 
investigation  of  the 
idea  of  creation  itself, 
Boorstin  goes  on  to 
touch  on  hundreds 
of  the  ace  minds,  or  les  grands  pam- 
plemousses,  in  the  arts  and  world  of 
ideas,  in  this  unabridged  version. 
From  Confucius  to  the  Buddha  to 
Homer  on  down  through  the  Middle 
Ages,  Renaissance,  Enlightenment, 
to  our  own  dreary  day,  the  book  is  a 
baptism  in  culture  by  total  immer- 
sion. It  is  read  by  Michael  Prichard, 
whose  slightly  pompous  tones 
admirably  suit  such  an  immense  pil- 
ing-up  of  the  great.  Because  Boorstin 
is  generous  with  anecdote  and  char- 
acterization, the  work  is  most  enter- 
taining in  addition  to  being,  of 
course,  enormously  improving. 

Don't  Know  Much  About  History: 
Everything  You  Need  To  Know  About 
American  History  But  Never  Learned 
is  Kenneth  C.  Davis's  attempt  to  slay 
the  beasts  of  ignorance  and  confu- 
sion' that  have  been  spawned  by  dull 
history  classes.  (BDD  Audio,  3 
hours,  $15.99;  800-223-5780.)  His 
approach,  abridged  here,  is  to  pro- 
vide simple  answers  to  simple  ques- 
tions with  a  seasoning  of  authentic 
color.  What,  for  instance,  did  Wash- 
ington say  when  he  crossed  the 
Delaware?  Well,  since  you  ask,  it 


M)  FORBES 


FY  I 


was,  "Shift  that  fat  ass,  Harry.  But 
slowly,  or  you'll  swamp  the  damn 
boat."  (This,  as  he  nudged  the  280- 
pound  person  of  General  Henry 
"Ox"  Knox  with  the  tip  of  his  boot.) 
Still,  all  is  not  jocular,  and  the  salient 
points  of  American  history  are 
soundly  nailed  down.  The  author 
himself  reads  the  introduction  in  an 
iconoclastic  tenor;  questions  are 
asked  by  two  unnamed,  callow- 
sounding  youths,  a  male  and  a 
female;  and  the  answers  are  given  by 
an  engaging  chap  with  a 
pleasant  PBS-style  voice. 

The  same — or  at  least 
a  similar-sounding — 
crew  mans  the  abridged 
version  of  Don't  Know 
Much  About  Geography. 
(BDD  Audio,  3  hours, 
$15.99.)  Like  most  Amer- 
icans, I  am  thoroughly, 
even  basely,  ignorant  of 
geography  and,  as  a  con- 
sequence, found  these 
tapes  most  rewarding. 

English,  as  Bill  Bryson 
points  out  in  The  Mother 
Tongue:  English  &  How  It 
Got  That  Way,  is  "one  of 
the  world's  great  growth 
industries."  (Books  On 
Tape,  12  hours;  purchase: 
$64,  rental:  $17.50.)  More 
than  350  million  people 
speak  it,  "and  the  rest,  it 
sometimes  seems,  try 
to."  This  is  a  witty,  eru- 
dite and  eccentric  histo- 
ry of  the  product.  The  unabridged 
reading  is  filled  with  impious  anec- 
dote and  amusing  detail,  the  best 
having  to  do  with  "the  short,  pale, 
smug  and  boastful"  Noah  Webster,  a 
Yale  man  who  thought  himself  supe- 
rior to  the  self-taught  Benjamin 
Franklin,  and  who  produced,  in 
addition  to  his  dictionary,  a  bowd- 
lerized version  of  the  Bible  in  which 
testicles  were  replaced  with  "peculiar 
members."  David  Case's  narration  is 
a  triumph  involving  as  it  does  count- 
less foreign  and  archaic  words,  all  of 
which  he  pronounces  with  laudable 
unobtrusiveness. 

The  savage,  as  opposed  to  the 


quiet,  joys  of  a  cultivated  mind 
derive  from  the  quivering  nostril, 
the  blazing  eye  and  the  heaping-on 
of  cold  contempt.  Tom  Wolfe's  From 
Bauhaus  To  Our  House,  is  a  textbook 
in  this  regard.  (Books  On  Tape,  4 
hours;  purchase:  $24,  rental:  $9.95.) 
It  is  a  fast-moving  history,  inside 
story  and  sure-footed  condemna- 
tion of  International  Style  architec- 
ture, its  apostles  and  its  apostates, 
from  Gropius  to  Venturi.  This 
unabridged  version  is  read  with 


"Now  is  the  time  to  set  your  inner  house  in  order,  to  stock  it 
with  cultural  richness  plumbed  in  by  audio  tape. " 


fitting  bemusement  and  restrained 
ire  by  Ken  Ohst  who,  despite  his 
calm,  sounds  as  if  he  shares  the 
slam-bam  opinions  he  utters. 

But,  bien  sur,  what  is  history  but 
excess?  Moderation  and  restraint  are 
all  very  well  in  their  place,  but  they  sel- 
dom produce  the  world's  great  events. 
And,  to  be  sure,  when  one  thinks  of 
excess,  one  invariably  thinks  of  the 
Romans:  Roman  emperors  in  particu- 
lar. Vanity,  greed,  lubriciousness,  bibu- 
lousness,  gluttony,  extravagance,  cru- 
elty, cowardice,  envy,  vengefulness 
and  love  of  dominion  only  begin  to 
sum  up  the  imperial  traits  delineated 
by  Suetonius  in  his  Twelve  Caesars,  a 


history  of  the  Roman  emperors  fror 
Julius  Caesar  to  Domitian.  (Pengui 
HighBridge  Audio,  3  hours,  $it 
800-526-0275.)  Although  this  trans 
lation  by  Robert  Graves  is  abridgec 
the  major  details  are  not  missing 
The  work  is  read  in  suitably  urbane 
republican  tones  by  Fritz  Weaver. 

Another  traditional  by-word  fo 
excess  is,  of  course,  the  French  Revo 
lution,  of  which  it  is  hard  to  gej 
enough  if  you  take  an  interest  in  misj 
creants  and  loonies.  Simon  Schama 
Citizens,  a  cultural  histor 
of  the  Revolution,  is  woni 
derfully  written,  filled  wit] 
/characters,  conceits  ani 
'revolting  detail.  (The  Liter 
ate  Ear,  35  hours;  purchas- 
$137.20,  rental:  $24.50;  800 
777-8327.)  It  is  read  in  thij 
unabridged  version  by  AUii 
son  Green  whose  cultivate 
voice  never  goes  overboan 
in  the  pronunciation  01 
French  persons  an« 
things.  You  will  not,  \\ 
other  words,  be  assaulteo 
by  the  hawking  and  spittinj 
that  one  associates  with  tb 
project  of  speaking  French. 

Finally,  I  have  to  say  thai 
all  I  really  needed  to  know 
learned  from  Machiavelli 
Many  dreadful  things  hav 
been  said  about  the  man 
but  his  observations  on  th 
citizen,  the  state  and  th( 
world  of  nations  in  Tb 
Prince  are  ruthlessly  candid 
and  supply  a  bracing  antidote  to  thi 
mealy-mouthed  public  utterances  wi 
hear  daily.  He  is  still,  after  500  years 
the  man  to  rely  on  to  clear  up  slopp; 
confusions  between  the  "is"  and  th« 
"ought  to  be."  Moreover,  listening  tc 
Books  On  Tape's  unabridged  versioi 
is  even  better  than  reading  the  bool 
itself.  (6  hours;  purchase:  $22,  rental 
$8.50.)  Walter  Zimmerman's  clipped 
unsentimental  delivery  has  the  tim- 
bre of  realpolitik  and  greatly  adds  t( 
the  work's  appeal.  • 


Katherine  A.  Powers  is  tha 

rare  professional  entitled  to  deduct  he 
ear  examinations. 
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\lthough  the  garden  produces  all  season  long,  in  the  final 
mstle  of  harvest  the  gardener  does  a  dance  against  time.  The  days 
horten  down,  the  garden  thickens  up,  neat  rows  disappear  under  a 
ungle  of  leafy  tops  and  spreading  vines,  and  Mother  Earth  re- 
,ponds  like  any  other  woman  thrown  into  a  panic  by  the  sound  of 
he  biological  clock  ringing  its  final  alarm — she  multiplies. 


At  this  very  minute  a  mob  of  zuc- 
:hini  is  mooching  across  my  lawn,  and 
f  someone  doesn't  stop  it,  it  will  crush 
i  neighbor's  barn.  Entire  cookbooks 
ire  devoted  to  disposing  of  this 
)rolific  vegetable,  and  August  15  is  cel- 
lared as  St.  Zucchini  Day,  in  honor 
>f  the  martyr  who,  though  devoured 
>y  lions  in  the  Roman  Coliseum,  was 
liscovered  the  next  morning  in  Pesaro 
Jive  and  well,  following  the  Biblical 
njunction  to  be  fruitful  and  multiply. 

On  this  day  gardeners  breakfast 
In  zucchini  bread,  lunch  on  zucchini 
oup,  nibble  on  zucchini  sticks,  zuc- 
chini blossoms  and  stuffed  zucchini 
[.nd,  as  the  sun  sinks  below  the  hori- 
zon, bid  each  other  farewell  with  the 
friendly,  if  overly  optimistic  insult, 
I  You're  out  of  your  gourd!" 

St.  Zucchini  is  viewed  as  a  holy 
error  by  a  cynical  friend,  who  re- 
cently seeded  his  vegetable  garden 
>ack  to  grass  and  now  devotes  him- 
elf  entirely  to  flowers.  It  was  just 
uch  profligate  plants  which  made 
um  stop  growing  his  own  food.  "I've 
bund  an  easier  way  to  harvest,"  he 
xplains.  "I  stand  there  with  my 
land  out,  waiting  for  people  to  give 
ne  what  they  can't  use." 

His  theory  is  that  gardeners  plant 
;ar  too  many  vegetables  and,  cowed 
>y  the  old  dictum,  "Waste  not,  want 
tot,"  spend  as  much  time  looking  for 
oster  homes  for  their  produce  as 
hey  do  growing  it.  "I  wake  up  in  the 
norning  and  step  out  onto  the  porch 
nd  fall  over  bags  of  beans,  baskets  of 
quash,  and  little,  pathetic  bunches  of 
ieets,  their  tops  just  starting  to  wilt," 
iie  claims.  "Vegetable  foundlings, 
bandoned  in  the  dead  of  night." 

Cynic  he  certainly  is,  but  this  man 
eems  ignorant  of  the  perils  which  he 
>etween  the  day  of  planting  and  the 
aoment  of  harvest.  Some  seeds  will 
iot  come  up.  Some  will  sprout,  then 


die.  Rabbits  will  nibble  on  lettuce, 
and  worms  will  riddle  the  corn.  There 
will  be  aphids  and  slugs  and  cucum- 
ber beetles,  drought,  hail  and  frost. 

One  season  is  enough  to  teach 
the  gardener  that  it  is  necessary  to 
start  with  excess  in  order  to  arrive  at 
sufficiency. 

Thomas  Jefferson,  a  man  of  vast 
horticultural  experience,  waxed 
philosophic  about  the  fluctuations  of 


Mother  Earth 


the  harvest.  "No  occupation  is  so 
delightful  to  me  as  the  culture  of  the 
earth,"  he  wrote  in  his  Garden  Book, 
"and  no  culture  comparable  to  that  of 
the  garden.  Such  a  variety  of  sub- 
jects, some  one  always  coming  to 
perfection,  the  failure  of  one  thing 
repaired  by  the  success  of  another, 
and  instead  of  one  harvest  a  contin- 
ued one  through  the  year." 

One  suspects  that  when  he  wrote 
this  in  1811,  he  had  been  feasting  on 
homegrown  foods.  It  is  easy  to  be  san- 
guine when  the  raccoons  have  given 
your  corn  a  pass,  the  rain  has  fallen 
gently  on  your  crop,  and  you  have 
just  dined  on  fresh  lima  beans  sim- 
mered with  chunks  of  country  ham. 

A  couple  of  years  later,  Jefferson 
had  grown  as  cranky  as  the  rest  of  us. 
Writing  to  James  Madison  in  1813,  he 
described  the  failure  of  his  labors: 
"We  are  at  the  close  of  the  poorest 
harvest  I  have  ever  seen.  I  shall  not 
carry  into  my  barn  more  than  one- 
third  of  an  ordinary  crop...  Our  gar- 
dens are  totally  burnt  up  and  the 
river  so  low  that  you  can  almost  jump 
over  it  in  some  places." 

Of  course,  as  soon  as  you  complain 
of  drought,  you  will  get  rain.  Torrents 


Harvest  tales: 
six-foot  cucumbers 
and  more 
string  beans 
than  you'll 
ever  need... 


By  Susan  Dooley 


FYI 


FORBES  33 


of  it.  It  is  just  such  climatic  vagaries 
which  lead  gardeners  to  plant  their 
hills  of  zucchini  and  to  relish  the 
raspberries,  even  if  plucking  them  is 
less  harvest  than  hand-to-hand  com- 
bat. Those  of  us  who  consider  prick- 
les a  small  price  to  pay  for  raspberries 
and  cream,  who  stand  over  the  stove 
on  hot  summer  days  boiling  down 
bubbling  pots  of  raspberry  jam,  learn 
to  set  up  wires  to  keep 
the  brambles  in  place. 
When  the  brambles 
scramble,  as  they  sure- 
ly will,  we  reach  for  the 
weed  whacker  and  re- 
open the  paths  we 
keep  between  the  rows. 
For  a  comfortable  har- 
vest, raspberries  must 
not  be  allowed  the  lux- 
ury of  indiscriminately 
raising  canes. 

Other  invasive 
plants,  like  the  Jeru  - 
salem artichoke,  horse- 
radish, and  the  mints 
are  best  planted  in  the 
neighbor's  lawn. 
Well,  no,  that  wouldn't 
be  nice.  I  nstead,  sink 
them  in  the  ground  in 
large  containers  or  give 
them  separate  and  iso- 
lated plots  where  a 
lawn  mower  or  weed 
hackei 


to  hoe,  and  it  is  satanic  curses  which 
have  kept  the  yield  so  low.  If  a  neigh- 
bor dares  to  harvest  spinach  earlier  or 
produce  a  bigger  pumpkin,  these 
competitive  gardeners  consider  it  the 
devil's  doing,  scream  "to  hell  with  it," 
and  throw  in  the  trowel. 

They  .are  right  about  one  thing. 
The  devil  does  play  havoc  with  black- 
berries. If  you  fail  to  harvest  them 


whacker  can  impose  a 
horticultural  DMZ. 

Aside  from  a  fondness  for  arti- 
choke soup,  foi  mint  jell)  on  lamb  0] 
horseradish  sauce  dolloped  on  boiled 
beef,  the  reason  that  gardeners  per- 
sist in  their  affection  for  these  bulb- 
ing plants  is  that  in  the  hardest  of 
harvests,  they  will  come  through. 
Medieval  gardeners  felt  no  compul- 
sion to  invent  an  adage  explaining  why 
mint  had  failed  to  grow.  When  faced 
with  a  less  obliging  plant  like  parsley, 
which  may  not  sprout  unless  ils  seeds 
are  nicked  with  a  knife  or  soaked  in 
hot  water,  they  would  gaze  sourly  at 
a  neighbor's  verdant  crop  and  opine 
that,  "Parsley  grows  better  for  a 
wicked  man  than  for  a  good  one." 

Gardeners  who  believe  that  also 
believe  that  the  devil  has  his  own  row 


Gardeners  persist  in  their  affection  for  these  bullying  plants  because, 
in  the  hardest  of  harvests,  they  will  come  through. 


before  Michaelmas  Day  (September 
2i)),  you're  in  lor  a  run  ot  bad  luck.  On 
that  day  the  devil  hauls  himself  up  out 
of  hell  and  goes  from  bush  to  bush, 
spitting  on  the  fruit,  unable  to  forget 
that  when  he  was  pushed  out  of  heav- 
en, he  bottomed  out  amid  the  thorny 
canes  of  a  blackberry  bush. 

This  belie!  in  magic — be  it  black  or 
white — is  common  to  the  gardeners' 
art.  How  else  can  you  really  explain 
why  a  sliver  of  seed,  pushed  into  the 
ground  in  spring,  has  become,  by  tall, 
a  sprawling  vine  heavy  with  golden 
squash?  Once  you  accept  the  premise 
that  it  is  magic  which  allows  you  to 
reap  what  you  sow,  it  is  but  a  small  step 
to  decide  that  some  vegetables  do  bet- 
ter when  planted  and  harvested  by  the 


waxing  moon,  others  when  it  wanes. 
And  is  it  science  or  magic  which  leads 
gardeners  to  subscribe  to  companion 
planting,  accepting  that  potatoes  are 
helped  by  the  presence  of  marigolds 
but  that  cabbages  do  not  like  rue? 

Such  rites  make  modern  methods 
of  extending  the  harvest  seem  boring 
indeed.  Where  is  the  magic  in  cover- 
ing the  crops  with  old  blankets  and 
plastic  row  covers  to  pro- 
tect them  from  an  early 
frost?  And  though  it 
increases  the  yield,  howj 
unimaginative  of  us,  when] 
winter  closes  in,  to  cover 
the  leeks  with  straw,  or 
pick  our  green  toma- 
toes and  layer  them  in 
baskets,  newspapers 
holding  the  fruit  apart 
True,  as  long  as  we  take) 
care  to  remove  an 
touched  by  rot,  we'll  be 
eating  fresh  tomatoes 
when  it  snows,  setting 
the  top  layer  in  the  light) 
and  watching  it  turn  a  ripe 
and  rosy  red. 

But  compare  that  with  a) 
rite  early  settlers  in  the] 
Ozarks  used  to  insure  aj 
heavy  harvest.  "Just  before! 
sunup  the  farmer  and  his] 
wife  appeared  in  the  Held, 
both  naked,"  reports  Folk-1 
lore  In  America.  "The! 
woman  walked  ahead  of  thei 
the  man  did  the  sowing.; 
They  chanted  or  sang  a  rhyme  with) 
the  line,  'Up  to  my  ass,  an'  higher  too!] 
Every  few  steps  the  man  threw  some] 
of  the  seed  against  the  woman's  but-j 
tocks.  Up  and  down  the  field  theyi 
went,  singing  and  scattering  seed,  until 
the  planting  was  done.  'Then,'  as  mw 
informant  put  it,  'they  just  laid  downl 
on  the  ground  and  had  a  good  time.'"' 
Did  such  fertility  rites  actually! 
make  the  plants  grow  tall?  An  oldl 
woman  who  had  witnessed  themi 
admitted  that,  "There  ain't  no  sense 
to  it,  but  them  folks  always  raised  thei 
best  turnips  on  the  creek."  • 

If Maine  writer  Susan  Dooley) 
never  sees  another  zucchini... 


man,  and 
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The  next  time  you  stand  on  a  mountaintop  and  sane-looking 
people  run  off  the  peak,  take  flight  and  dangle  in  the  air  currents 
beneath  what  looks  like  a  giant  nylon  banana,  pity  them.  They  are 
gravely  afflicted:  they  have -an  Icarus  Complex. 

It  all  started  in  Crete  when  King  Minos  imprisoned  Daedalus  in 
the  labyrinth.  Daedalus  cobbled  together  wings  by  sticking  feathers 
into  wax  so  that  he  and  his  son  could    Sound  in  Marin  County,  California. 


fly  to  freedom.  Icarus  had  other  ideas: 
he  wanted  to  soar,  to  fly  like  a  bird, 
and  flew  too  close  to  the  sun.  (Kids — 
they  never  learn.)  The  wax  melted, 
and  Icarus  plunged  into  the  Aegean. 

The  latest  therapy  for  the  Icarus 
Complex  is  a  considerably  safer 
sport,  and  one  so  fun  and  easy  that 
it's  closer  to  flying  a  lawn  chair  than 
the  Concorde.  Paragliding  is  really 


Stressbusters 


The  Icarus  Complex: 

the  irresistible 
sport  of  paragliding 


By  Allison  Moir 


not  much  more  than  donning  helmet 
and  harness,  hooking  into  a  30-foot 
canopy  spread  on  the  ground  behind 
you,  and  then  running  five  or  ten 
steps  downhill  and  into  the  wind. 
The  canopy  inflates,  lifts  you  up  into 
the  sky,  and  you  float  along,  sus- 
pended, at  15  miles 
per  hour  towards 
the  ground. 

It's  a  way  to  fly 
that  promises  an 
adrenaline  rush,  and  I 
a  work-out.  (Hiking 
uphill  with  25  pounds 
of  equipment  will 
exercise  those  thighs 
and  calves.)  Com- 
pared with  a  pilot's 
license,  paragliding 
is  cheap:  gliders  go 
for  about  $2,800,  a 
beginner  instruc- 
tional package  for  $750.  And  you  can 
get  accredited  quickly — a  Class  I  rat- 
ing in  only  25  flights.  "It's  a  com- 
bination of  exercise,  health,  being  out 
in  the  natural  world,  and  this  in- 
credible sensation  of  floating  like  a 
bird,"  says  Bob  Edwards,  43,  a  sound 
master  at  George  Lucas's  Skywalker 


"I  always  carry  my  paraglider  in 
the  trunk  of  my  car,"  says  Anne  Huff- 
ington,  45,  a  commercial  property 
manager  at  Compass  Management 
and  Leasing  Inc.  in  San  Francisco. 
"Sometimes  when  I  have  those  days 
when  I  just  can't  cope  anymore,  I  go 
to  a  launch  site  and  fly  for  an  hour." 

Paragliding  is  not  parachuting, 
which  involves  jumping  out  of  a  per- 
fectly good  plane.  It  is  not  ultra-light- 
ing, with  a  silly  little  lawn-mower 
motor  putt-putting  you  through  the 
air.  It  is  not  parasailing,  or  tethering 
honeymooners  in  Acapulco  to  speed 
boats  to  launch  them  from  the  beach. 

Nor  is  it  hang  gliding,  the  other 
form  of  foot-launched  aviation. 
Those  sleek,  metal-winged  structures 
are  known  for  their  high  speeds  and 
loop-to-loops. While  hang  gliders 
sniff  at  paragliders  the  same  way 
squash  players  sniff  at  racquet  ball 
players,  paragliding 
may  in  fact  be  for 
hang  gliders  who 
are  smartening  up, 
mellowing  out,  and 
— dare  I  say  it? — 
getting  older. 

Twenty  years 
ago,  sound  master 
Edwards  was  into 
hang  gliding.  For 
the  last  two  years, 
however,  he  has 
been  paragliding. 
This  new  sport 
"has  a  different  ap- 
peal. It's  slower,  it's  more  like  float- 
ing, less  like  piloting  an  airplane  to 
me,"  he  explains.  "In  paragliding  all 
the  equipment  is  above  you  or  to 
the  side,  so  your  field  of  vision  is 
pretty  much  unimpaired. ..I  dreamt 
as  a  kid  about  flying  like  a  bird,  and 
that's  what  this  is." 
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The  Savoy  Group  of  Hotels  and  Restaurants 
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AKING  BUSINESS  1  RAVEL 


Ti 


AP 


LEASURE... 


The  Savoy  Group  is  once  again  extending 
A  Very  British  Welcome  to  business 
travelers.  Between  12th  December  1994  and 
30th  April  1995,  guests 
staying  for  a  minimum  of 
3  nights  at  one  of  The 
Group's  London  hotels 
on  a  full  rate  basis,  can 
enjoy  a  range  of 
complimentary  services, 
including  our  unique 
airport  meeting  service,  chauffeur  driven 
transfers  to  and  from  London  Heathrow  and 
their  hotel,  guaranteed  early  check-in  time  of 
10am  at  the  hotel*,  complimentary  continental 

*  not  available  at  T(u-  ( Vmiuugflt 


J. 


breakfast  and  no  charge 
for  use  of  AT&T 
telephone  cards.* 
Stay  at  one  of  The  Savoy 
Group's  hotels  and 
business  becomes  a 
pleasure  -  choose  from 
the      stylish  Berkeley, 

elegant  Claridge's,  the  distinguished  Connaught 
or  the  renowned  Savoy. 

For  further  information  please  call 
our  Priority  Line  on  800-63  SAVOY, 
cTht£Ieadin^HotelsofthefWorld  :  (800)  223  6800 
Toll  Free,  New  York  City  (212)  838  3110,  fax 
(212)  758  7367  or  your  travel  agent. 


THE  BERKELEY  •  CLARIDGE'S  •  THE  CONNAUCHT  •  THE  SAVOY  •  THE  LYGON  ARMS 


E  L  C  O  M  E 


Dreams  of  Icarus  aside,  what's 
surprising  is  that  more  Americans, 
ever  on  the  lookout  for  activities 
both  fun  and  flab-reducing,  haven't 
taken  flight  in  paragliders.  50,000 
Europeans  fill  the  skies  around 
Der  Zugspitz  and  Chamonix. 
15,000  Japanese  float  above  Mount 
Fuji.  Here,  however,  there  are  only 
2,500  licensed  paragliders. 

One  would  think  there  would  be 
more  converts  to  this 
sport,  since  ideal  terrain 
for  paragliding  can  be 
found  all  over  the  map, 
from  New  Hampshire's 
White  Mountains,  the 
Texas  hill  country,  the 
Rocky  Mountains  to 
the  Pacific  coastline. 
Some  of  the  best  condi- 
tions for  paragliding 
exist  about  an  hour 
north  of  San  Francisco 
in  Marin  County  where 
consistent,  light  winds 
blow  across  rolling, 
hilly  farmlands. 

It  was  here,  near  a 
town  fittingly  named 
San  Geronimo,  that 
Darrel  Rhea,  42,  pres- 
ident of  Cheskin  + 
Masten  Inc.,  a  market 
research  and  consult- 
ing firm,  took  his  first 
flight.  "For  the  first 
three  or  four  days,  I 
thought  I  was  in  per- 
fect control,"  he  says. 
"I  had  perfect  wind.  I 
hit  all  my  spots.  I 
thought,  'Hey,  I've  aced  this  sport.' 

"Then  there  was  today,"  he  con- 
tinues, now  six  months  into  the 
sport.  "I  was  flying  down  the  hill 
backwards.  My  intuition  about  what 
to  pull  was  backwards,  so  I  pulled  the 
wrong  way.  It  swung  me  around  and 
bounced  me  onto  the  ground.  I'm 
really  glad  I  had  that  new  $300  hel- 
met," he  adds. 

Paragliding  evokes  pretty,  gentle 
images — floating  like  a  leaf,  dancing 
in  the  air,  painting  the  sky  with  Fau- 
vist  brushstrokes  of  color.  But  as  a 
sport,  it  "packs  aviation's  death 


penalty  for  terrible  mistakes,"  writes 
author  Richard  Bach,  who  was  the 
1,005th  paraglider  certified  in  this 
country.  (One  wonders  whether  the 
58-year-old  author  was  doing  work 
on  a  sequel — Jonathan  Livingston 
Seagull:  The  Next  Generation.) 

Bach  doesn't  exaggerate,  though: 
six  people  died  in  paragliding  acci- 
dents in  1993,  and  the  possibility  of 
injury  or  an  Icarus-style  plunge  is  real. 


"Suddenly  I'm  up,  up,  up  high  in  the  air, 
like  I've  broken  away  from  a  schoolyard  swing. 

"I  wouldn't  call  it  fear,"  Margret 
Schroder  says  of  the  sensation  which 
grips  her  before  each  flight.  "I  would 
call  it  butterflies  in  my  stomach.  And 
the  moment  it  stops,  I'll  be  in  trouble." 

Maybe  Schroder,  a  40-year-old  im- 
porter of  German  auto  parts,  doesn't 
know  trouble,  even  when  it  spins  her 
backwards,  twice,  at  4,200  feet. 
When  she  had  her  "little  drama,"  she 
was  learning  how  to  fly  air  thermals. 

As  she  corkscrewed  forward, 
higher  and  higher  in  the  column  of 
upward-rising  air,  half  of  her  canopy 
suddenly  collapsed,  spinning  her 


backwards  twice,  quickly  and  out  of 
control.  The  collapsed  side  re- 
inflated,  and  she  pendulumed  wildly 
back  and  forth,  falling  150  feet  before 
the  glider  steadied. 

"I  thought  I  was  going  to  see  her 
die,"  remembers  Anne  Huffington, 
who  watched  from  the  launch  site. 
"It  was  terrifying." 

No  one  would  doubt  that.  After 
two  years,  Schroder  is  a  competent 
and  cautious  Class  I 
pilot.  She  has  mastered 
the  basic  maneuvers  of 
controlling  the  canopy 
— launchings,  land- 
ings, "big  ears,"  360s — 
and  never  even  nudges 
the  envelope  of  her 
abilities.  What  ex- 
plains, then,  her  dou- 
ble-negative spin  atl 
4,200  feet?  Nothing:  it 
just  happened. 

Luckily,  Schroder) 
had  been  taught  well. 
Chandelle,  in  San| 
Rafael,  California, 
where  I  went  to  inves- 
tigate the  sport,  has 
instructed  over  10,000 
hang  gliders  and  500 
paragliders  in  11  years. 
There  I  was  paired 
with  Norma  Jean) 
Marsh,  35,  an  instruc- 
tor who  was  instru-| 
mental  in  determining! 
the  guidelines,  lessors 
plans  and  pilot  ratings! 
of  paragliding  for  thej 
United  States  Hang) 
Gliding  Association. 

This  woman  likes  challenges:! 
before  she  took  up  paragliding,  she! 
climbed  Mt.  McKinley  13  timesi 
soloed  it  twice,  and  for  one  year  held! 
the  speed  record  for  a  solo  ascent.  Inl 
1985  Marsh  received  a  paraglider  in  the 
mail  from  a  mountaineer  in  France.; 
No  instruction  booklet  accompanied 
the  wing,  so  after  a  bit  of  headH 
scratching,  she  took  her  first  flight — '< 
off  a  3,000-foot  mountain  in  Alaska. 

Marsh  stands  with  me  on  a  knoll 
of  wild  grasses,  blue  lupine,  dande 
lions,  forget-me-nots  and  cow  pies.  1 
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The  Swiss  Army®  Brand 
Chronograph,  all-steel 
Officer's™  and  Officer's™ 
Two-Tone  share  the  same 
heritage,  and  it  shows.  They 
look  distinguished,  but  they're 
tough  as  nails. 

Water-resistant  to  330  feet, 
they  perform  their  tasks  with 
split-second  Swiss  quartz 
precision  accuracy.  With 
tritium  hands  and  markers 
for  night.  Bold  easy-to-read 
numerals  for  day.  And  hard- 
ened mineral  crystals  to 
resist  hard  knocks. 

These  watches  are  built  to 
capture  time.  With  a  history 
that  reaches  back  100  years, 
they're  tooled  to  last. 


BAILEY,  BANKS  &  BIDDLE, 
CORRIGAN'S 

SWISS  APMV  BRAND  IS  A  REGISTERED  TRADEMARK  OF  SWISS  ARMY  BRANDS  LTD 

1994  SWISS  ARMY  BRANDS  LTD  A  SUBSIDIARY  OF  THE  FORSCHNER  GROUP,  INC  SHELTON  CT 

=OR  INFORMATION  FOR  PURCHASE  OF  BUSINESS  GIFTS  AND  INCENTIVES  CALL  1-600-243-4066 


"As  the  glider  deflates  behind  me,  I  immediately 
want  more  air  time.  In  fact,  I'm  completely  giddy. " 


learn  to  inflate  and  deflate  the  220- 
square-foot  canopy  overhead,  and 
feel  very  much  not  in  control  of  this 
kite-on-steroids.  It  crashes  into  a 
heap  to  my  left,  then  to  my  right. 
Fifty-four  suspension  lines  tangle  in 
a  pile;  laying  before  me  in  the  tall 
green  grass  is  a  big 
bowl  of  what  looks 
like  linguine  con 
pesto. 

But  in  one  hour, 
I  am  running  down 
the  beginner's  slope, 
bent  at  the  waist, 
pressing  "tits" 
through  the  har- 
ness. (Please  note: 
panicked  beginners, 
male  and  female, 
remember  "tits" 
much  better  than 
"breasts"  or  "chest," 
Marsh  tells  me. 
She's  right.)  Then  I 
raise  my  arms  into  a  "Y"  as  if  I've — 
Hallelujah\ — found  my  Savior,  feel 
the  pull  on  my  harness  of  the 
canopy  as  it  fills  with  air,  grab  the 
toggles  and  leave  the  ground  for  a 
step  or  two. 

"Whoop!"  Marsh  yells,  sprinting 
backwards,  downhill,  beside  me. 
"Per-fect!" 

Half  an  hour  later,  I  hike  to  the 


100-foot  launch.  My  wing  is  like  a 
jet  aboard  the  carrier  Missouri,  third 
in  line  for  take-off.  At  this  hang 
gliding  site,  the  air  traffic  would  con- 
fuse even  a  controller  at  O'Hare. 
Hang  gliders  at  the  40-foot  launch. 
Three  paragliders  at  the  100.  Both 
at  the  300-foot 
launch.  Paraglider 
at  600.  Paragliders 
at  3,000. 

I  watch  two 
novice  gliders  go 
off.  "Left.  Pull 
down  left.  You  want 
to  go  left,"  Marsh 
chants  calmly  into 
the  radio  to  her  stu- 
dent, who  seems  to 
be  deaf  with  fear. 
"Left.  You  want  to 
turn  left." 

No  response. 
"Pull  down 
gently  on  the  left 
toggle.  Left,"  she  says. 

Nothing.  The  trees,  the  parking 
lot,  the  people  below  seem,  well, 
impact-able.  (The  word  "crash"  does 
not  exist  in  para-lingo,  it  seems.) 
"Your  other  left!" 
Gotcha. 

It's  my  turn.  "Glider  at  the  100. 
First  flight,"  Marsh  broadcasts  over 
the  radio.  She  holds  my  harness  and 


talks  me  through  the  sequence: 
bend,  "tits",  run,  "Y",  grab,  float. 
Suddenly  I'm  up,  up,  up  in  the  air, 
like  I've  broken  away  from  a  school- 
yard swing.  I  look  back  and  there's 
Marsh,  "whooping"  for  me.  Below,  I 
see  the  road,  the  hang  gliders  at  the 
40-foot  launch  (wimps!),  the  lush 
green  landing  zone.  I  shimmy  into 
the  seat. 

"Cross  your  legs,"  crackles  Marsh 
over  the  radio.  "You  don't  want  to 
look  like  a  geek."  Style  counts  in 
paragliding  too,  it  seems. 

"You  look  beau-ti-ful!"  rings  out 
into  the  atmosphere. 

My  landing  gear — my  feet — 
engages  perfectly,  and  I  land,  step- 
ping to  the  ground  gingerly,  after  one 
minute  of  flight.  As  the  glider 
deflates  behind  me,  I  immediately 
want  more  air  time.  In  fact,  I'm  com- 
pletely giddy:  I  want  to  go  to  the 
300-foot  launch,  the  600,  the  1,000. 
I  want  to  play.  To  turn,  to  float,  to  be 
suspended  like  the  green  plastic 
parachutists  I  used  to  toss  in  the  air 
as  a  child.  I  want  to  get  my  license,  to 
thermal,  to  soar. 

I  want  to  do  what  Anne  Huffing- 
ton  has  done  after  only  one  year: 
"When  you're  flying  in  a  thermal," 
she  says,  "and  there's  a  hawk  soaring 
beside  you — you'll  love  it.  You  won't 
be  able  to  stop."  • 

Along  For  The  Glide 

Chandelle  school  for  paraglid- 
ing: Norma  Jean  Marsh  and  Andy 
Whitehill.  1595  East  Francisco 
Blvd.,  Suite  F,  San  Rafael,  CA 
94901;  415-G  l  1  d  1  n  g  . 

Paragliding,  The  Magazine: 

8910  Rogue  River  Hwy.,  Grants 
Pass,  OR  97527;  503-582-1467. 

U.S.  Hang  Gliding  Association 

(governing  body  for  paragliding): 
Box  8300,  Colorado  Springs,  CO 
8o933-83°°;  7I9"632-83oo. 

AirTek  Paragliding  School: 

4206  C.  Sorrento  Valley  Blvd.  San 
Diego,  CA  92121;  8oo-6airtek. 
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.  HIGH  TECHNOLOGY 
WITHOUT  THE 
HIGH  ANXIETY 


How  To  Bring  Home 
The  Right 
Home  Theater  Receiver. 


The  Class  H+  amp 
sends  equal  power  to 
all  the  channels  for 
optimum  home  theater 
sound. 


All  you  have  to  know  about 
home  theater  receivers  is  one 
name.  Technics.  Take  our  new 
SA-GX770.  It's  powerful.  It's 

EASY  TO  OPERATE.  AND 


The  remote  controls  other 
Technics  audio  compo- 
nents and  most  brand- 
name  video  components 


it] 


Dolby*    Pro  Logic 


No  sound'  Touch  the 
help  key  and  a 
scrolling  display  pin- 
points the  problem 
and  offers  a  solution 


Surround  envelops  you  in  life- 


like HOME  THEATER  SOUND.**  Tl  IF, 


Technics  home  theater  receiver. 


You'll  give  it  two  thumbs  up. 


1l 


The  science  of  sound 


Ihe  low  impedance  switch 
helps  prevent  blowing  or 
damaging  your  speakers 


Proud  Sponser  USA 
1996  U.S.  Olympic  Team  QQQ 


•  Dolby  and  the  double-D  symbol  ate  trademarks  ot  Dolby  Laboratories  Licensing  Corp  "  When  using  video  tape  laser  disc  or  broadcast  which  is  encoded  with  Dolby  Surround 


Si  


Soothe  body  and  soul  within 
the  romantic  seclusion  of 
your  private   villa.  Even 

shower  under  cloudless  skies. 


FOR  RESERVATIONS  OR  INFORMATION,  CONTACT  YOUR  TRAVEL  COUNSELLOR  OR  CALL 

FOUR  SEASONS  RESERVATIONS.  TOLL  FREE:  USA  (800)  332-3442. 
FOUR  SEASONS  RESORT,  BAL  I.  J I  MB  A  RAN,  DENPASAR  80361.  BALI,  INDONESIA.  TEL  (62-361)  701010  FAX  (62-361)  701020. 


FOUR  SEASONS  ♦  REGENT.  DEFINING  THE  ART  OF  SERVICE  AT  40  HOTELS  IN  19  COUNTRIES. 


Departures 

NEW  YORK  CANCELLED 

LONDON  CANCELLED 

PARIS  DELAYED 

ROME  SEE  AGENT 

MADRID  CANCELLED 


Dear  Irascible  Traveler:  As  an  American,  I  find  it  very  offensive 

that  many  U.S.  airports  have  these  so-called  "Smarte  Cartes"  that  cost 

$1.50.  Most  foreign  airports  offer  free  luggage  carts.  I  don't  know  who's 

responsible  for  this  deplorable  state  of  affairs,  but  if  you  ask  me,  "Greed 

Cartes"  would  be  a  better  name. 

Don't  get  me  started  on  the 
"Smarte  Cartes."  I've  been  to  every 
country  in  the  world,  give  or  take,  and 
even  some  of  the  lowest-rent  ones 
have  some  version  of  a  free  cart.  In 
Geneva  they  have  free  carts  the  size  of 
flat-bed  trailers.  You  could  move  your 
house  on  one  of  them.  And  once  you 
get  past  Customs,  you  can  take  them 
all  the  way  to  Zermatt,  if  you  want, 
and  not  run  into  those  insult-to- 
injury  cart-blocking  barriers,  like  we 


sey  Port  Authority,  which  manages 
JFK,  and  talked  to  a  Bill  Cahill,  who 
is  in  charge  of  taking  angry  calls 
about  "Smarte  Cartes."  Here's  what 
he  had  to  say: 

"Several  years  ago,  there  were  no 
baggage  carts  at  the  airport.  You  had 
Sky  Caps,  with  their  baggage  carts. 
Their  going  tip  was  about  50  cents  a 
bag.  Then-new  Executive  Director 
Stephen  Berger,  almost  the  minute 
he  walked  in,  said  he  wanted  luggage 


The  Irascible  Traveler 


have  here.  In  Paris,  they  have  free 
carts.  (Which  is  good,  since  their  red 
caps — "rouge  chapeaux"  in  French — 
are  always  on  strike  because  the  gov- 
ernment doesn't  supply  them  enough 
free  butter  on  their  sandwiches  during 
their  eight-week  paid  vacations.) 

But  arrive  at  JFK  and  the  sign  say- 
ing "Welcome  to  the  United  States  of 
America!",  and  the  next  thing  you  see 
is  a  cart  dispenser  that  takes  a  degree 
in  mechanical  engineering  to  operate, 
selling  succor  for  $1.50.  The  carts 
themselves  look  like  they  were 
designed  by  the  Hunchback  of  Notre 
Dame.  And  who  wants  to  stand 
around  making  change,  coming  back 
from  a  ten-day  business  trip  in  the 
Middle  East?  Recently  I  saw  this 
ipoor  woman  with  three  kids  strug- 
gling with  18  bags.  I  think  she  was 
foreign,  since  I  couldn't  make  out 
what  language  she  was  yelling  at  her 
kids  in,  but  my  guess  is  she  probably 
didn't  even  know  what  a  "quarter"  is. 

It  makes  my  blood  boil,  and  my 
blood  doesn't  boil  easily.  How  many 
millions — billions — go  into  an  air- 
port like  JFK,  and  they  can't  lay  out  a 
few  lousy  free  carts? 

I  called  the  New  York-New  Jer- 


carts  at  the  airport.  The  staff  began 
to  explore  ways  to  make  it  happen, 
and  hit  upon  'Smarte  Cartes.'" 

At  the  mention  of  Smarte  Cartes, 
I  began  to  abuse  him  afresh.  What 
about  "Free  Cartes?"  I  demanded. 

He  said,  "By  law,  we  are  a  self-sup- 
porting corporate  agency  of  the  two 
states.  We  receive  no  tax  revenues.  We 
elected  not  to  have  a  deficit  operation 
at  the  airports,  and  the  cost  of  using 
the  cart  pays  for  having  the  service 
there.  In  Europe  and  elsewhere  in  the 
world,  you  have  federally  subsidized 
airports,  federally  subsidized  airplanes. 
We  don't  have  that  situation  here." 

I  knew  socialism  was  going  to 
figure  in  somewhere.  You  want  free 
carts?  Go  to  Albania. 

I  asked  him  about  the  poor,  weary, 
huddled  etc.  foreigners  arriving  in  the 
Land  Of  The  Free,  and  all  he's  got  in 
his  pocket  is  zlotys  or  lira.  What's  he 
supposed  to  do?  Fake  a  heart  attack? 

"In  the  international  arrivals 
building,"  replied  Mr.  Cahill,  "if 
arriving  air  travelers  don't  have  the 
money,  we  give  it  to  them." 

Oh? 

"Or  make  change  for  them,"  he 
quickly  added.  I  smelled  equivoca- 


Give  me 
your  stranded, 
your  cramped, 
your  bumped, 
your  yearning 
for  lost  luggage, 

your  "I  have 
no  record  of  your 
reservation,  Sir" 


FYI 


FORBES  43 


tion.  "Or  do  whatever  can  be  done  to 
get  a  cart  out  of  the  machine." 

Or  do  whatever  can  be  done  to  get 
a  cart  out  of  the  machine?  Like  take 
a  sledgehammer  to  it? 

He  added:  "There  are  also  Sky 
Caps  still  available." 

Back  to  square  one.  I  pointed  out 
that  the  Sky  Caps  are  on  the  other 
side  of  Customs. 

Sensing  that  he  was  dealing  with  a 
man  who  does  not  take  "yes"  for  an 
answer,  he  told  me,  "We  will  give 
them  [that's  you,  allegedly]  the 
money  outright,  if  necessary." 

I  see.  So  the  arriving  foreigner  is 
simply  to  assume  th 
has  to  do  is  ask  for 
free  cart,  and  he 
shall  receive.  Next 
time  I  fly  into  A 
JFK,  I  plan  to  ( 
test  Mr.  Cahill's  W 
assertions. 

In  the  mean- 
time, if  you  find 
this  arrangement 
as  squalid  and 
chintzy  and  un- 
worthy of  a  great 
nation  as  I  do, 
why  don't  you 
drop  them  a  line 
and  let  them  know 
it:  Port  Authority 
of  New  York  and 
New  Jersey,  Aviation 
Customer  and  Mar- 
keting Services,  #i 
World  Trade  Cen- 
ter, 65  West,  New  York,  NY.  10048. 

Dear  Irascible  Traveler, 

I  recently  returned  my  rental  car 
with  the  tank  Vaths  full.  I  did  the 
Express  Check-In,  and  a  few  days  later, 
a  bill  arrived  in  the  mail  for  $20  worth 
of  gas.  What  gives? 

Boy,  they  saw  you  coming  a  mile 
away.  But  I  must  admit,  $20  is  a  little 
larcenous  for  a  gallon  of  even  the 
most  V.S.O.P.  octane. 

Needless  to  say,  this  exact  thing 
happened  to  me  once.  I  wrote  the 
president  of  the  company — the  I.T's 
motto  is:  "Start  at  the  top  and  work 
your  way  up  from  there."  I  told  him 


that  I  was  never  going  to  use  his 
company  again;  further,  that  I  was 
going  to  make  it  my  cause  militant  to 
tell  at  least  five  people  a  day  about  it, 
for  one  year  (that's  1,825  people). 

What  do  you  know?  I  got  a  letter 
back  from  the  Vice  President  for 
Psychotic -Customers  saying,  "We're 
sorry,  it  was  a  mistake,  we've  taken  it 
off  the  charge." 

But  your  deplorable  experience 
raises  the  whole  issue:  why  do  they 
charge  so  much  for  re-filling?  Why 
don't  they  refund  it  if  you  bring  the 
car  back  with,  say,  half  a  tank  of  gas 
that  you've  paid  for? 


Arrive  at  JFK,  and  the  next  thing  you  see  is  a  cart  dispenser  that  takes 
a  degree  in  mechanical  engineering  to  operate,  selling  succor for  $1.50. 


I  called  Annalise  McKean-Mar- 
cus  of  Hertz.  They  offer,  she  told  me, 
no  fewer  than  three  refueling  choic- 
es. (Sometimes  I  think  it  would  be 
easier  living  in  a  communist  country 
where  you  don't  have  these  choices.) 
The  first  choice  is  to  bring  the  car 
back  with  a  full  tank  of  gas.  Which 
means  driving  into  the  combat-zone 
neighborhood  near  the  airport  look- 
ing for  a  gas  station  and  therefore  a) 
being  killed,  or  b)  missing  your 
flight.  The  second  option,  said  Ms. 
McKean-Marcus,  is  the  "Fuel  Pur- 
chase Option,"  where  you  pay  up 
front  for  a  full  tank  of  gas.  "Then," 
she  said,  "the  customer  is  encouraged 


to  bring  the  car  back  as  close  toj 
empty  as  possible." 

Since  I  am  by  nature  anti- 
spendthrift,  this  means  driving 
around  the  airport  until  the  needle 
shows  "E."  Why,  I  put  it  to  her,  don't 
you  just  give  us  a  refund  for  the  gas 
we  haven't  used?  Ms.  McKean-Mar- 
cus waltzed  with  that  one  for  a  while 
until  we  were  both  dizzy  with  equi- 
vocation. She  kept  emphasizing  that 
Hertz  "encourages  them  [that's  you] 
to  bring  the  car  in  as  close  to  empty 
as  they  can."  In  all  candor,  I  cannot 
recall  any  Hertz  person  ever 
"encouraging"  me  to  drain  the  gas 
tank.  But  by  now  we 
were  onto  Hertz's 
third  option. 
"What's  that,"  I 
asked,  "where 
you  give  the  cus- 
tomer a  hose  so 
he  can  suck  the 
remaining  gas 
out  of  the  tank 
and  sell  it  in  the 
combat  zone?" 

No,  she  sigh- 
ed, this  third  op- 
tion is  the  "Re- 
fueling Service 
Charge,"  where 
you  bring  it  back 
7Ath  full,  say,  and 
you  get  a  bill  for  all 
of  Saudi  Arabia's 
petroleum  reserves. 
She  did  at  least  add, 
"That's  probably 
the  least  favorable  choice  that  you'd 
take."  I'll  say.  At  JFK,  it's  $2.90  a  gal- 
lon. At  LAX,  $2.79  per  gallon.  "Why 
don't  I  just  refill  it  with  Dom 
Perignon?"  I  suggested  gravely. 

"It  does  take  extra  labor  to  do  the 
record-keeping,  et  cetera,"  she  said, 
"so  that  is  all  part  of  what  goes  into  our 
thinking  on  pricing  that."  And  pen- 
sions, and  stationery,  and  new  uni- 
forms, and... me,  I'm  going  to  go  on 
risking  death  finding  a  gas  station.  • 

Horror  stories?  Write:  The  Irasci- 
ble Traveler,  Forbes  FYI,  60  Fifth 
Avenue,  New  York,  NY.  10011. 
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Sometimes  the  best  way  to  get  your  money's  worth  from  a 
bottle  of  wine  is  to  begin  with  the  ideal,  and  then  get  real. 

In  the  past,  I've  featured  inexpensive  bottles  that  can  be  bought 
with  confidence  in, nearly  every  vintage.  I've  also  outlined 
a  number  of  categories  where  plenty  of  good,  cheap  juice 
can  be  found — provided  you  stick  to  the  most  talented  prac- 


titioners. Today  we'll  approach  bar- 
gain-hunting from  yet  another  angle: 
junior  versions  of  high-priced,  high- 
profile  wines  and  grapes,  with  prices 
far  easier  to  swallow.  The  objective 
here  is  not  merely  to  find  more  wine 
for  less,  but  to  enjoy  distinctive  bottles 
that  won't  give  your  billfold  a  hernia. 

1.  Second  Labels:  A  major  trend 
in  Bordeaux  over  the  past  decade  has 
been  the  proliferation  of  second 
labels.  Today,  most  classified 
growths  use  second  labels  for  those 
vats  of  wine  deemed  not  quite  strong 
enough  to  go  into  their  grand  vin. 
This  typically  means  raw  material 
from  younger  vines  that  does  not 
promise  the  punch  or  personality  of 
the  estate's  best  stuff,  grapes  that 
were  picked  a  tad  too  early  or  late,  or 


uice 


Where  the 
bargains  are: 
second  labels, 
little  brothers, 
poor  cousins 


By  Stephen  Tanzer 


wine  whose  less  serious  tannic  struc- 
ture might  compromise  the  wine's 
longevity.  I'm  not  suggesting  we 
take  up  a  collection  for  the  propri- 
etors of  Bordeaux, 
who  amassed  Mil- 
kenesque  fortunes 
during  the  '80s,  but 
every  bottle  of  de- 
classified juice  does 
represent  a  signif- 
icant financial  sac- 
rifice for  a  chateau 
owner:  it  brings 
only  about  one-third 
the  price  it  would  command  if 
it  carried  the  estate's  flagship  label. 

While  many  second  labels  simply 
include  whatever  wine  is  left  over, 
the  best  of  them  offer  some  of  the 


character  and  quality  of  the  premium 
offering  at  about  one-third  to  one- 
half  the  retail  price.  The  renowned 
first  growth  Chateau  Haut-Brion, 
for  example,  has  ranked  among  Bor- 
deaux's most  brilliant  performers 
since  1985,  and  over  the  same  period 
the  quality  of  its  second  label  has 
taken  a  leap.  Le  Bahans  du  Cha- 
teau Haut-Brion,  formerly 
known  as  Bahans  Haut-Brion,  today 
is  arguably  the  best  second  wine  in 
Bordeaux,  displaying  the  warm, 
tobacco-scented  smokiness  of  Haut- 
Brion  in  a  more  immediately  ap- 
proachable package.  A  bottle  of 
Haut-Brion  itself  will  set  you  back 
anywhere  from  $75  to  $100,  but 
Bahans  can  be  found  in  the  $25~$28 
range.  In  vintages  like  '89  and  '90, 
when  Haut-Brion  made  wines  des- 
tined to  be  cellar  treasures,  Bahans  is 
particularly  fetching. 

Chateau  Leoville-Las  Cases, 
which  has  been  turning  out  claret  of 
first-growth  quality  since  the  late  '70s, 
has  declassified  as  much  as  two- thirds 
of  its  production  in  some  copious  vin- 
tages, with  rhe  result  that  its  Clos 
du  Marquis  is  often  better  than 
most  "first  labels"  from  its  St.  Julien 
appellation.  It  is  an  extraordinary 
value  in  the  $i6-$20  range. 

And  perfectionist 
manager  Michel 
Delon's  decision  to 
add  a  third,  lesser 
label  has  made  the 
current  Clos  du 
Marquis  even  better. 
A  bottle  of  Clos  du 
Marquis  will  give  you 
the  precise  cedary, 
blackcurrant  and 
licorice  intensity  of  Leoville-Las 
Cases,  without  the  grand  vin's  palate- 
taxing  tannins.  Similarly,  the  expan- 
sive, fleshy,  superripe  character  of 
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HOW  THE  EXASPERATED  TRAVELER 
IMPROVED  THE  ROLLING 
CARRIER-  l===l  12  WAYS! 


When  traveling,  the  last  thing  you  need  to  worry  about  is  luggage  that 
doesn't  work  for  you.  Ideally,  a  bag  should  function  perfectly,  never 
break  hold  more  than  you  expect,  and  be  easy  to  pack  and  unpack. 
Today,  rolling  carriers  are  gaining  in  popularity.  For  short  trips  they're  all 
you  need,  and  for  longer  trips  they're  an  excellent  second  piece.  The  roUing 
wheels  make  it  easy  to  carry  heavier  loads. 

I've  used  many  rolling  bags,  including  some  that  cost 
$200  or  more,  in  my  travels.  After  extensive  testing,  I 
found  1 2  ways  to  improve  on  the  "best."  Now,  I  have 
used  our  Vitesse*  Rolling  Carrier  for  the  past  six 
months.  I  think  you'll  agree  it's  superior  to  the  others, 
and  at  a  better  price  as  well! 

Consider  these  improvements: 

IYour  suits  stay  practically  wrinkle  free  in  the 
garment  bag  portion  —  without  space- 
eating  foam  "folding  bars." 
The  secret  is  a  nylon  zip 
cover  that  keeps  suits 
dean,  and  helps  prevent 
wrinkles.  And  it  takes 
no  extra  space  inside. 


2 


to  pack  in 
tus  inside, 


A  comfortable, 
extendable 
handle  is  attached 
outside,  not  inside 
the  bag.  You  have 
a  flat,  roomy  floor 
.  Other  bags  have  the  appara- 
using  up  valuable  space. 

3 Extremely 
durable,  the  han- 
dle mechanism  is  covered 
by  a  very  iarge  book  pocket. 
Ours  holds  two  full sizedhard- 
cover  books  in  this  outside  pocket. 

4 A  universal  looping  strap  is  included,  to  carry  any  extra  bag 
along"piggyback."  Clip  on  your  briefcase,  computer  case,  or 
purse.  Or  use  it  for  a  trench  coat  or  jacket.  Only  our  design 
lets  you  attach  any  bag — you  don't  need  to  buy  a  special 
matching  piece. 


Other  companies  give  you  a  smaller  20"  carrier  for  the 
price  of  our  full-size  22".  We  give  you  the  largest  size 
possible  that  fits  under  the  seat  or  in  the  overhead,  yet  the 
price  is  still  only$l49,s. 

Definitely,  we  have  better  padded  handles,  3  in  all:  one 
extendable,  one  on  top,  and  one  on  the 
side.  Other  handles  are  flat,  or  flimsy; 
ours  are  thick,  feel  good  in  your  hand, 
and  have  four  metal  bolts  for  each  handle. 
They  wlO  never  fail  or  come  loose. 

9 You  can't  beat  the  number 
and  diversity  of  pockets  in  our 
unique  design.  There's  even  a  full  size 
mesh  carrier  for  dirty  laundry 
or  whatever  you  choose).  Competing 
units  don  t  have  so  many  pockets,  or 
this  clever  mesh  section. 

1  A  Now  look  at  the  wheels  and 
1 V/  feet.  Ours  are  made  to  keep 
your  bag  standing  abovemy  pud- 
dles or  city  grime.  This  is  a  great 
improvement.  The  wheels  on 
other  units  drag  your  carrier 
through  puddles. 


Our  zippers  —  extra  strong  and 
smooth  sliding  —  include  a  metal 
op  so  they  can  be  locked  together  if  you 
wish.  It  adds  an  extra  level  of  protection.  And 
we  include  a  lock  and  two  keys,  free. 


Finally:  what's  the  guarantee  of 

satisfaction?  Only  ours  lasts  a full  sixty     during  which  you 
can  be  sure  you're  1 00%  satisfied.  Your  satisfaction  is  the  only 
judge.  Others  give  you  only  40  or  45  days.  I  want  you  to  be  delighted. 

Order  now,  and  we'll  rush  you  our  Vitesse  Rolling  Carrier  via  Federal  Express 
2nd  Day  Air  for  free!  You  pay  absolutely  no  delivery  charge  —  unlike  those  other 
rolling  carriers,  which  charge  you  additional  shipping  and  handling  fees.  You  get  our 
price — with  no  surprises  —  and  still  get  rush  shipping  for  free! 

THE  SHARPER  IMAGE 


5 Our  construction  is  absolutely  top- 
rate.  Of  all  the  bags,  only  this  one  is 
made  of  substantial  600  Denier  poly/canvas. 
This  material  gives  the  rich  look  of  canvas, 
but  with  the  incredible  toughness  and  water 
resistance  of  synthetic.  Inside  is  our  distinc- 
tive logo  lining,  in  water-resistant  nylon. 


6 All  rolling  carriers  give  you  a 
clear  ID  pocket.  But  we  also 
throw  in  a  complimentary  business 
card-size  luggage  tag  as  well. 
Complete  with  buckle,  it's  a  stylish 
accessory  that  helps  prevent  possible 
loss  should  you  check  it. 


"You  may  have  seen  our  well-known  garment  bag  and 
carry-on  advertised  elsewhere  in  this  magazine.  We've  sold 
nearly  100,000  units,  and  it  has  taught  me  a 
great  deal  about  making  quality 
luggage.  Our  rolling  carrier  has  already 
proved  to  be  extremely  popular.  This  is  a 
terrific  carrier  —  and  at  the  right  price. 
Please  accept  my 

Invitation  to  test  it  for  tf?c4jurv£ 
yourself,  today. " 


Richard  Thalheimer 


Vitesse®  Rolling  Carrier  #KT526 

1-800-344-4444 


To  order  by  credit 
card,  call  or  fax 
toll-free: 


Method  of  Payment: 
Acct.#   I     I  I 


□  Check/M.O. 

□  MasterCard 


□  AMEX 

□  Diner's 


Free  \ 

Please  mention 
Key  code  #8850 
when  ordering. 


□  VISA 

□  Discover 


Name  of  Bank  on  Card . 
Signature  


Exp . 


Mail  to:  The  Sharper  Image,  650  Davis  St.,  San  Francisco,  C  A  941 1 1 

Name  


Address 
City  


Please  add  the  appropriate  sales  tax. 

INTERNATIONAL: 

In  Japan  call  0120-39-2 109 
In  Mexico  call  255-3713 
|      Pricesjnas  vary. 


State - 


Zip . 


In  Switzerland  call  1  -928-2 1 8 1 
In  Australia  call  3-826-0200 


Chateau  Lynch-Bages  comes  through 
in  its  second  wine,  Haut  Bages 

Averous  ($i6-$2o).  One  of  the  com- 
pelling advantages  of  these  second- 
string  wines  is  their  early  drinkability: 
they  don't  have  to  be  banished  to  a 
cold  dungeon  for  a  decade  before  they 
are  fit  to  see  daylight.  You  should 
scour  the  marketplace  for  the  superb 
'89s  and  '90s  — the  greatest  recent 
vintages  for  Bordeaux- 
but  keep  in  mind  that 
the  lesser  '91s  will  be 
considerably  cheaper. 

Thrifty  fans  of 
domestic  wine  may  be 
familiar  with  the  reli- 
able second  brands  of 
Caymus  (Liberty 
School),  Stag's  Leap 
Wine  Cellars  (Hawk 
Crest),  and  Robert  Mondavi 
( Woodbridge).  In  recent  years, 
though,  a  number  of  California  winer- 
ies have  crafted  second  labels  in  the 
classic  Bordeaux  manner,  using  less- 
than-platonic  fruit  from  their  own 
carefully  tended  vineyards  rather  than 
purchasing  fruit  or  half-made  wine. 
My  favorite  example  at  the  moment  is 
Laurel  Glen's  Counterpoint.  Lau- 
rel Glen,  with  vineyards  a  thousand 
feet  above  Sonoma  Valley,  is  a  caber- 
net specialist,  producing  an  assertive, 
classy  wine  with  aromas  of  black  cher- 
ry, dark  berries,  licorice  and  herbs. 
You  can  pay  $30  for  the  Laurel  Glen,  a 
powerfully  built  wine  that  begs  for 
aging,  or  you  can  enjoy  Counterpoint 
tonight  for  exacdy  half  the  price. 

Chalone  Vine- 
yard is  one  of  Cali- 
fornia's legendary 
producers  of  Bur- 
gundy-style char- 
donnay  and  pinot 
noir.  The  winery's 
scarce  reserve  bot- 
tlings  go  almost  ex- 
clusively to  stock- 
holders (the  Chalone 
Wine  Group  is  a 
publicly  traded  com- 
pany), and  the  ex- 
pensive estate  re- 
leases can  also  be  dif- 
ficult to  find.  Cha- 


lone's  second 
label,  Civi- 
lian   is  the 

product  of 
younger  vines 
from  the  same 
distinctive, 
limestone-rich 
Monterey  vine- 
yards   as  the 
wines  bot- 
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tied  under 
the  estate 
label — and 
it's  a  lot 
easier  to  get 
your  hands 
on.  Gavilan  comes  in  three  flavors: 
creamy  pinot  blanc;  very  ripe,  mouth- 
filling  chardonnay;  and  spicy-earthy 
pinot  noir — the  first  priced  at  $12.50, 
the  latter  two  at  $14.  Their  reasonable 
price  tags  and  early  accessibility  have 
made  them  popular  by-the-glass 
items  at  numerous  California  eateries. 

2.  Little  Brothers:  Brunello  di 
Montalcino  is  Tuscany 's  most  majes- 
tic expression  of  the  sangiovese  grape 
and  one  of  Italy's  great  world-class 
reds.  This  is  a  rigorous  midweight 
wine:  plum-,  cherry-  and  spice- 
scented;  tannic  in  its  youth;  but  de- 
veloping a  woodsmoke,  underbrush 
and  chestnut  mellowness  with 
extended  bottle 
aging.  Brunel- 
lo is  also  one 
of  Italy's  costli- 
est wines,  with 
better  exam- 
ples retailing 
for  $30  to  $50 
— and  in  some 
cases  much 
more.  Rosso 
di  Montalci- 
no is  Brunello 
with  training 
wheels:  pluck- 
ed from  the 
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same  vineyards  but  gen- 
erally from  younger 
vines,  or  from  wine  that 
does  not  quite  measure 
up  to  the  standards  set 
for  Brunello.  Because 
it  spends  far  less  time 
in  barrel,  the  Rosso  is 
released  much  earlier, 
is  fresher  and  more 
immediately  fruity, 
and  can  be  enjoyed 
from  day  one.  There's 
no  denying  the  high 
quality  of  the  best 
Brunellos  today,  but 
critics  of  soaring  Tuscan  wine 
prices  consider  Rosso  di  Montalcino 
the  better  buy.  Brunello's  baby  sib- 
ling is  velvety  perfection  with  game 
birds.  Consistently  good  examples  of 
Rosso  di  Montalcino  come  from 
Altesino  ($11),  Tenuta  Caparzo 
($13),  Ciacci  Piccolomini 
d'Aragona  ($16),  Costanti  ($18), 
Mastrojanni  ($13.50),  Poggio 
Antico  ($18)  and  II  Poggione 
($17) — not  coincidentally,  among  the 
finest  producers  of  Brunello. 
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3.  Poor  Cousins:  Pinot  gris  is 
Alsace's  richest  wine,  a  smoky,  full- 
bodied,  usually  dry  white,  some- 
times with  head-spinning  alcohol 
levels.  Locally  called  Tokay 
d'Alsace,  this  low-acid  but  highly 
aromatic  wine  exudes  a  fascinating 
melange  of  scents:  nuts,  butter, 
honey,  earth,  peaches,  smoked  meat. 
The  better  examples  carry  price  tags 
in  the  $i5~$25  range,  with  some  spe- 
cial bottlings  reaching  well  into  the 
$3os.  Oregon's  version  of  pinot  gris  is 
a  slightly  more  restrained  but  per- 
haps more  refreshing  rendition. 
Thanks  to  its  enticing  aromas  and 


4X  FORBES 


FY  I 


AlDEMARS  PlGUET 

The  master  watchmaker. 


Escape  from  the  humdrum. 


m 


Make  the  break.  Make  it  with  the  Royal  Oak,  the 
one  watch  internationally  recognized  by  an  octagonal 
porthole  locked  tight  by  eight  white  gold  bolts. 
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JEWELERS 


ARCADE  BUILDING  7910  GlRARD  AVENUE 
LAJOLLA,  CALIFORNIA  92037  (619)  454.5145 


THE  PLAYFUL  SIDE  OF  PARADISE. 

Eat.  Drink.  Play  (tennis  &  golf  schools  plus  a  championship  course).  Swim.  Dance.  Sail.  Scuba. 
Snorkel.  Horseback  riding.  Disco.  Exercise.  Don't  exercise  (this  is  your  vacation,  not  ours).  And  chill  out 
because  absolutely  everything  at  Jamaica  Jamaica  is  included  in  one  single  price.  No  tipping  allowed. 

SupeKZhibs" 

Tlie  Caribbean's  Only  Super-Inclusive'"  Resorts. 
For  a  complete  brochure  or  more  information,  coil  your  trove!  agent  or  SuperClubs  toll-free  ot  1-800-859-SUPER /Ext.  330. 


flavors  of  spiced  apple  and  exotic 
fruits,  and  a  level  of  richness 
approaching  that  of  chardonnay 
without  the  oakiness,  many  insiders 
consider  pinot  gris  to  be  Oregon's 
most  consistently  successful  white 
wine.  This  variety  is  congenial  with 
salmon  as  well  as  richer  seafoods. 
While  the  Northwest's  thirst  for 
pinot  gris  is  bottomless  and  the  bulk 
of  production  is  consumed  locally,  a 
number  of  the  best  examples  enjoy 
good  national  distribution.  My 
favorites  among  them  are  those  from 
Eyrie,  Ponzi  and  Adelsheim, 
three  of  Oregon's  stars.  All  are 
priced  in  the  very  fair  $8-$i2  range. 
Next  best:  Tyee,  Lange,  Copper 
Mountain,  Yamhill  Valley 
Vineyards. 

Growers  of  the  viognier  grape,  as 
well,  are  beginning  to  produce  stock 
with  less  aristocratic  bloodlines.  The 
real  viognier  is  grown  in  and  around 
the  Northern  Rhone  Valley  town  of 
Condrieu,  and  at  the  tiny  Chateau 
Grillet  just  a  few  miles  down  the 
road.  Bred  on  these  ancient,  terraced 


vineyards,  this  grape  produces  an 
improbably  perfumed  (spring 
flowers,  honeysuckle,  apricot),  lush, 
complex,  but  generally  dry  white 
wine,  usually  bottled  and  consumed 
early  for  its  superb  fruit  and  delicate 
bouquet.  Viognier  is  remarkably  ver- 
satile at  table  for  such  a  fragrant 
wine,  working  well  with  a  wide 
range  of  fish  and 
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shellfish  dishes 
(though  it  does 
not    have  the 
acidity  to  slice 
through  heavy 
cream  sauces).  It 
also  has  the  sheer 
sweetness  of  fruit 
to  complement 
Thai  and  Vietnamese  cuisine. 

The  catch  is  that  this  variety  is  a 
royal  pain  to  grow:  production  levels 
tend  to  be  tiny,  the  viognier  grape 
has  a  tendency  to  go  from  ripe  to 
overripe  in  about  12  minutes,  and 
workers  who  tend  these  steep  vine- 
yards, where  heavy  machinery  is  out 
of  the  question,  require  legs  of  diff- 


erent lengths.  And  there  are  less 
than  100  acres  of  the  stuff  in  the  first 
place.  The  result  is  one  of  the 
world's  scarcest  wines,  priced 
accordingly:  generally  $30-350  a  bot- 
tle in  U.S.  retail  shops,  with 
Chateau  Grillet  even  higher.  Yet 
viognier  has  attracted  a  growing  cult 
following  in  France  and  around  the 
world,  and  New  World  vines  are 
being  planted  from  Colorado  to 
Australia  even  as  we  speak. 

The  typical  viognier  fanatic  was 
originally  smitten  by  le  vrai  Con- 
drieu and  has  been  searching  ever 
since  for  that  ineffable  scent  at  an 
eftable  price.  In  recent  years, 
though,  a  handful  of  respectable 
viogniers  have  emerged  from  Cali- 
fornia in  the  $i5-$25  range.  But  the 
most  extraordinary  values  are  now 
coming  from  farther  south  in 
France.  George  Duboeuf — Mr. 
Beaujolais — has  put  in  a  huge  viog- 
nier vineyard  in  the  Ardeche;  his 
rich,  fat,  first  release,  the  '93,  has  just 
arrived  in  the  U.S.  marketplace  with 
a  meager  $9  price  tag.  In  addition, 
the  superb  Burgundy  negotiant  firm 
Verget  also  introduced  a  small  quan- 
tity of  particularly  fresh  viognier 
beginning  with  the  '93  vintage.  It's 
labeled  "Le  Verger  des  Fruits 
Defendus"  ("Orchard  of  Forbidden 
Fruit")  because  the  local  authorities 
considered  his  wine  "atypical"  for 
the  Ardeche — probably  because  it 
had  too  much  charac- 
ter. For  $i2-$i5,  it  will 
more  than  satisfy 
your  viognier  crav- 
ing. Two  entries 
from  the  Langue- 
doc-Roussillon  with 
somewhat  wider 
availability  are  the 
delicate,  firm  Les 
Jamelles  ($13)  and  the 
grapefruity,  minty,  quite  dry 
Domaines  des  Aspes  ($15).  • 

Stephen  Tanzer  is  editor  and 
publisher  of  The  New  York  Wine  Cel- 
lar, a  32-page  bimonthly  newsletter 
covering  the  world's fine  wines.  Annual 
subscription:  $48.  For  more  information 
call  212-JJ2-0454. 
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Tiere  are  22  different  products  from 

Lmway  in  this  photo.  (The  other  5000  or  so  wouldn't  fit.) 

Virtually  everything  shown  above  could  be  obtained  through  Amway.  Look  for  the 
fruit  drinks,  paper  towels,  cleaning  products,  and  more...  from  the  vacuum  cleaner 
to  the  wrist  watch.  A  diverse  product  line  is  only  one  of  the  many  benefits  of 
being  associated  with  Amway. . .  either  as  a  quality-conscious  customer,  or  an 
independent  Amway  distributor.  Its  clear  to  see  why  Amway  is  near  the  top  of 
the  list  of  the  "Forbes  400  Largest  Private  Companies  in  the  U.S."  By  the  way, 
there  is  one  thing  you  can't  see  in  the  photo  above...  Amway s  money-back 
100%  satisfaction  guarantee.  (But  it's  there.) 


Amway® 


And  you  thought  you  knew  us. 

Find  all  22?  Foi  ajree  info  packet  which  includes  the  solution  to  this  ad,  call  1-800-544-7167.  In  Canada,  call  1-800-265-5427. 
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We  fly  better  than  they, 
and  they  cook  better  than  we. 

Several  months  ago,  we  asked 
some  of  the  country's  best  chefs 
to  help  us  cook  up  a  new  in- 
flight menu. 

The  result  of  their  labors, 
Northwest's  "a  la  carte"  dining 
service,  should  bring  an  end  to 
those  cliched  airline  food  jokes 
once  and  for  all.  At  mealtime,  you 


©  1 994  Northwest  Airlines,  Inc.  Northwest  recycles  enough  paper  to  save  33,000  trees  every  year 


choose  from  a  variety  of  fruits, 
salads,  entrees  and  desserts.  The 
entire  menu  reflects  recent  trends 
toward  freshness,  simplicity  and 
innovation. 

For  more  information  or 
reservations,  call  your  travel  agent, 
visit  your  Northwest  City  Ticket 
Office,  or  call  Northwest  Airlines. 


And  taste  what  happens  when 
you  take  a  group  of  top-flight 
chefs,  and  turn  them  into 
in-flight  chefs. 

® NORTHWEST 
AIRLINES 

Some  People  Just  Know  How  To  Fly.9* 

1800      225  2525 


Can  anyone  tell  me  when  sex  became  criminal?  I  mean  the 
notion  of  sex,  the  concept,  the  idea?  We're  living  in  the  midst  of  a 
national  obsession,  a  full-scale  resurgence  of  American  sexual  puri- 
tanism  that  has  us  convinced,  the  way  Communists  used  to,  that  we 
aren't  safe  anywhere,  anyhow,  or  with  anyone  at  all,  and  which 
leaves  us  incapable  of  recognizing  a  real  crime  when  we  see  one. 


Take  the  case  of  Ms.  Paula  Cor- 
bin  Jones. 

I've  been  champing  at  the  bit  ever 
since  Ms.  Jones  called  her  first  press 
conference  in  Washington  last 
February  to  announce  that  President 
Clinton  (though,  admittedly,  while 
he  was  still  a  Governor,  in  1991)  had 
dropped  his  pants  in  an  Arkansas 
hotel  room,  told  her  she  had  "nice 
curves"  and  invited  her  to  have  a 
"type  of  sex"  right  there  on  the  spot. 
Ms.  Jones,  who  refused,  nevertheless 
was  traumatized,  and  three  years 
later  she  is  suing  Mr.  Clinton  for — 
what?  Offending  her  dignity?  Ruin- 
ing her  reputation?  Threatening  her 
job?  I  can't  quite  tell,  and  I'll  bet  it 
you  asked  her,  Ms.  Jones  couldn't 
either.  Ours  is  an  era  of  non-defined 
terms,  where  a  miss  is  as  good  as  a 
mile,  and  Ms.  Jones  is  only  the  latest 
celebrity  in  a  series  of  outraged  com- 
plainants. 

In  Los  Angeles,  on  the  set  of 
"The  Price  Is  Right,"  all  hell  has  bro- 
ken loose  in  the  wake  of  charges  that 
the  perennial  game  show's  smiling 
host,  Bob  Barker,  has  "sexually 
harassed"  one  of  the  "models"  on  the 
program,  a  Playboy  poser  who 
worked  with  Barker  for  18  years, 
slept  with  him  for  two,  and  drew  an 
annual  salary  in  excess  of  $100,000. 
She  currently  has  a  "bleeding  ulcer." 
She  wants  $8,000,000  from  Barker. 
And  she'll  see  him  in  court. 

"She  told  me  I  had  always  been  so 
straitlaced  that  it  was  time  I  had 
some  hanky-panky  in  my  life,"  Mr. 
Barker  protests.  "She  volunteered  to 
provide  the  hanky-panky."  I'd  have 
thought  that  18  years  on  "The  Price 
Is  Right"  might  itself  contribute  to  a 
bleeding  ulcer,  but  I  suppose  I'm  very 
old-fashioned. 

At  Chicago  Theological  Semi- 
nary, in  a  case  that  has  to  beat  them 


all  when  it  comes  to  ludicrous  exten- 
sions, a  female  student  filed  a  com- 
plaint with  the  Sexual  Harassment 
Task  Force  after  one  of  her  profes- 
sors told  the  class  about  an  ancient 
tale  from  the  Talmud.  It  seems  there 
was  a  construction  worker  in  the 
Middle  Ages  who,  naked  on  a  very 
hot  day,  was  blown  from  the  roof  by 
a  gust  of  wind.  He  fell  on  a  woman 
who  had  also  removed  her  clothes  in 


Adam  &  Eve 


an  effort  to  beat  the  heat,  and  landed 
in  just  such  a  way  as  to  "enter"  her 
accidentally.  The  moral  dimensions 
of  this  strange  situation  were  debated 
for  years  by  Talmudic  scholars,  much 
as  Christian  theologians  used  to 
worry  about  angels  on  the  head  of 
pin.  But  because  the  Chicago  profes- 
sor, Graydon  Snyder,  refused  to  con- 
clude that  "adultery"  had  occurred  in 
the  Talmudic  case,  he  was  brought 
up  on  charges  of  sexual  harass- 
ment— specifically,  of  having 
"engaged  in  verbal  conduct  of  a  sexu- 
al nature"  with  "the  purpose  or  effect 
of  unreasonably  interfering  with  an 
individual's  work  or  academic  per- 
formance or  creating  an  intimidat- 
ing, hostile  or  offensive  working  or 
academic  environment." 

Go  ahead — laugh.  But  do  it  in  the 
knowledge  that  Professor  Snyder  has 
been  placed  on  probation  by  his  aca- 
demic employers  and  urged  to  get 
"psychiatric  counseling."  It's  been 
left  to  Nat  Hentoff  and  The  Village 
Voice  to  publicize  his  plight.  I  know 
of  camp  counselors  who  aren't 
allowed  to  rub  suntan  oil  on  the  chil- 
dren in  their  care.  We've  got  fathers 
(and  father  figures)  worried  about 


The  abuse 
of  abuse 


By  Peter  Kurth 
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Credit  Suisse  Private  Banking 

We  have  earned  our  clients'  trust  by  providing  the  services  Private  Banking  can  also  draw  on  the  global  intelligei 

one  would  expect  of  an  exclusive  private  bank  -  like  con-  capabilities  and  sound  financial  base  of  a  leading  Swiss  fl 

sistent  personal  contact  between  customer  and  advisor,  service  bank.  Success  makes  life  easier...  but  also  m 

and  individualised  investment  strategies.  But  Credit  Suisse  challenging;  and  we  do  more  to  keep  our  clients  at  the  1 
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daughters  (and  sons)  in  their  laps, 
and  a  flourishing  "abuse"  industry — 
lawyers,  doctors,  psychologists  and 
self-help  mavens  who  insist  that  sex- 
ual impropriety  is  by  its  nature  catas- 
trophic, "disempowering,"  fatal  to 
self-esteem  and  beyond  the  capacity 
of  its  victims  to  resolve.  What  an 
earlier  generation  called  "the  sense 
you  were  born  with"  seems  to 
have  flown  out  the 
window,  while  what 
Camille  Paglia,  the 
scourge  of  yuppie 
feminism,  calls 
"coercive  compas- 
sion" is  driving 
American  women 
into  an  "infantile 
condition,"  a  post-  I 
feminist  variation  1 
on  the  theme  of  the  ' 
Fragile  Flower, 
when  women  fainted 
at  the  mention  of  the 
body  and  covered  the 
piano  legs  to  keep  from 
going  mad. 

"I  dislike  anything  that 
treats  women  as  if  they  are 
special,  frail  little  crea- 
tures,"  Ms.  Paglia 
explains:  "Sex  is  a  dark 
and  turbulent  power  that 
may  not  be  controllable  by 
pat  verbal  formulas  and 
chirpy  hopes." 

I  would  add  that  if 
we're  going  back  to 
the  Victorian  Age  we 
might  as  well  go  all 
the  way  At  the  turn  of 
the  century,  my  Great 
Aunt  Helen  was 
obliged  to  break  off  her 
engagement  to  an 
Ohio  businessman 
because  my  grandfather,  then  a  tod- 
dler, had  wandered  naked  into  the 
parlor  where  she  was  entertaining  her 
beau.  No  "decent"  man  would  marry 
a  woman  in  these  circumstances, 
Helen's  mother  decided,  and  she  was 
condemned  to  a  life  of  cantankerous 
spinsterhood  (only  mildly  regretful,  I 
have  to  confess,  that  she  hadn't 
wound  up  hitched  to  "a  silly  old  goat"). 


Last  summer,  a  friend  who's  a 
parish  priest  in  a  small  country  town 
in  Vermont  ran  afoul  of  the  creeping 
paranoia  of  American  women.  (He 
related  the  tale  to  me  with  a  bitter- 
ness offset  by  a  professional  obliga- 
tion to  absolve.)  A  friend  visiting 
him  was  spotted  one  Saturday 
morning  by  two  boys  at  the 


Pieces  of  a  crazy  puzzle:  (from  top) 
O.J.  Simpson,  Paula  Corbin  Jones, 

and  the  Menendez  brothers 
are  all  major  players  in  the  current 
national  drama  of  "abuse" 


rectory  as  he  headed  for  the  shower 
wearing  only  a  T-shirt — a  long  T- 
shirt  that  fell  halfway  down  to  his 
knees  and  revealed  nothing  but  a 
pair  of  spindly  legs.  It  was  only  a 
matter  of  hours  before  a  delegation 
of  Concerned  Mothers  had  arrived 
to  complain  to  the  priest. 

"Fa-a-ther,"  they  began,  in  that 


ominous  whimper  so  well  known  to 
clergymen,  "with  all  the  trouble  the 
Church  is  in  these  days,  don't  you 
think  you  should  be  more  careful}" 

I  had  no  idea  that  teenage  boys 
were  such  delicate  creatures,  but 
trends  is  trends.  It  was  "boys,"  after 
all,  in  the  form  of  the  Menendez 
brothers,  whose  lawyers  recently  set  a 
new  standard  for  trumping 
justice  in  this  country  by 
appealing  beyond  reason  to 
the  emotions  of  women. 
According  to  press  accounts, 
the  jurors  in  the  separate  mur- 
der trials  of  Erik  and  Lyle 
Menendez  were  split  pretty 
clearly  along  gender  lines 
when  it  came  to  believing  (or 
not  believing)  the  defendants' 
claim  of  intolera- 
ble abuse  at  the 
hands  of  their 
father,  Jose:  the 
men  wanted  to 
hang  them  and 
the  women  want- 
ed to  hug  them, 
cuddle  them, 
take  them  home 
and  adore  them 
back  to  health. 

I  don't  know 
why  this  should  be 
so,  but  I  don't 
know  either  why 
y  W*  mere  sugges- 

tion of  "abuse," 
coupled  with  tears  and  an 
arguably  cutie-pie  face, 
should  have  turned  the  heads 
of  so  many  responsible 
adults. 

How  many  more  secre- 
taries and  campaign  workers 
are  we  supposed  to  feel  sorry 
for  because  some  gassy  oaf 
(or  the  Governor  of  Arkansas)  has 
winked  at  her,  or  asked  her  to  dinner, 
or  rubbed  her  back,  or  talked  about 
Long  Dong  Silver  in  an  "ambivalent" 
situation?  The  world  of  sex  is  ambiva- 
lent, and  a  well-timed  right  to  the  jaw 
(or  the  groin) — as  opposed  to  a  press 
conference  and  a  legal  defense  fund — 
might  be  a  more  "appropriate" 
response  to  the  dreaded  hanky-panky. 
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I  shudder  to  think  what  might 
transpire  at  the  trial  of  O.J.  Simp- 
son— if  and  when  it  ever  takes  place, 
if  and  when  the  California  legal  sys- 
tem manages  to  locate  12  potential 
jurors  who  haven't  already  shot 
themselves  rather  than  hear  another 
word  about  it.  Can  we  expect  to  see, 
in  the  Simpson  case,  a  reversal  of  the 
trend  that  won  the  day  for  the  Freres 
Menendez}  Will  the  women  on  the 
jury,  remembering  O.J.'s  butchered 
wife,  vote  to  suspend  him  from  the 
nearest  gibbet,  while  the  men, 
abashed,  crying,  "Say  it  ain't  so!", 
plead  for  merciful  understanding  of 
the  pressures  of  success?  Or  will  the 
jurors,  regardless  of  sex,  melt  in  a 
puddle  at  Simpson's  feet,  blinded  by 
the  light  of  his  handsomeness,  his 
magnetism,  his  trophies,  his  charm? 
And  his  lawyers — let's  not  forget 
about  his  lawyers. 

"I  [have]  the  reputation  that  if  the 
case  is  tried,  it  will  be  tried  very,  very 
well,"  Robert  Shapiro,  the  head  of 
the  Simpson  defense  industry,  has 
said.  Shapiro  is  the  author  of  an  arti- 


cle called  "Using  the  Media  to  Your 
Advantage,"  and  when  he  talks 
about  murder  he  uses  the  terms 
"unfortunate  death  situation"  and 
"horrible  human  event."  It's  smack 
in  the  spirit  of  these  dastardly  times, 
but  I  hope  that  it  won't  work  on 
women.  I  don't  know  which  is  more 
appalling  in  advance — any  attempt 
on  the  part  of  O.J.'s  lawyers  to  pre- 
sent him  as  the  victim  ("O.J.'s  Dad 
Was  Drag  Queen  Who  Died  Of 
AIDS,"  shrieked  a  recent  tabloid 
headline:  "Shocking  new  insight 
into  his  troubled  childhood  with 
kinky  father  who  beat  him"),  or  the 
inevitable  effort  to  blacken  the 
memory  of  Nicole  Simpson  and  her 
murdered  companion,  Ron  Gold- 
man, by  focusing  on  their  personal 
lives.  Did  you  know  that  Nicole  was 
once  photographed  naked  with  some 
friends  in  a  hot  tub?  Did  you  know 
that  she  was  beautiful,  young,  a 
"dazzling  blonde"  with  a  flirtatious 
manner  and  a  temper  of  her  own? 
Once,  apparently,  she  followed  O.J. 
down  Rodeo  Drive,  "screaming 


obscenities"  when  she  saw  him  with 
another  woman.  Why  didn't  she 
leave  the  house  if  her  husband  was 
beating  her?  (For  that  matter,  why 
didn't  the  Menendez  boys  get  an 
apartment?)  And  what's  the  differ- 
ence, anyway,  in  the  Land  of  "I 
Didn't  Do  It!",  between  one  kind  of 
victim  and  another?  Let's  get  'em  all 
off  the  hook. 

"61%  of  men  involved  in  marital 
violence  have  signs  of  severe  head 
trauma,"  Time  magazine  reports, 
quoting,  of  course,  a  doctor:  "The 
typical  injuries  involve  the  frontal 
lobe.  The  areas  we  suspect  are 
injured  are  those  involved  in 
impulse  control,  and  reduce  an  indi- 
vidual's ability  to  control  aggressive 
impulses."  Efforts  are  underway  to 
alleviate  the  busted-head  phe- 
nomenon through  psychopharma- 
cology  (that's  "drugs"  to  you  and 
me),  but,  meantime,  hey — the  guy 
couldn't  help  it.  He  was  dropped  on 
his  skull  as  a  baby!  He  won  the 
Heisman  trophy! 

In  a  nation  where  coeds  are  wor- 
J  ried  about  the  Talmud,  and  country 
mothers  want  to  protect  their  sons 
from  the  sight  of  knobby  knees, 
who's  to  know  what  constitutes 
"abuse?"  Where  on  earth  does  the 
line  get  drawn?  If  there's  a  God,  the 
Simpson  case  might  serve  to  remind 
us  finally  of  the  difference  between 
one  thing  and  another.  It  might  be 
taken  as  a  matter  of  fact,  permanent- 
ly embedded  in  millions  of  minds, 
that  a  severed  neck  is  worse  in  every 
respect  than  a  leer,  or  a  wink,  or  a  pat 
on  the  knee. 

But  it's  going  to  take  women  to 
help  this  along,  to  convince  the 
world  that  their  fight  against  vio-l 
lence  is  something  other  than  com-j 
plaint  du  jour.  Do  we  need  morel 
bodies  to  prove  the  point?  Do  we 
need  some  extra  celebrity  victims?1 
Or  will  women  in  America  come  to 
their  senses,  skip  the  "Long  Dong 
Silver"  stuff  and  tell  it  like  it  is?  Mur- 
der, after  all,  is  actually  murder,  and 
sex  is. ..not.  • 


Peter  Kurth  is  a  writer  and  com- 
mentator living  in  New  York. 
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KINGDOM 

Captivating  mythical 
creatures...  golden 
spires,  shimmering  in  the 
sunlight...  magnificent 
buildings  adorned  with 
intricate  mosaics. 

These  are  just  a  few  of 
the  magical  sights  that 
await  you  in  the  grounds 
of  Bangkok's  Grand  Palace 
and  Temple  of  the  Emerald 
Buddha. 

Come,  enjoy  the  richness 
of  our  culture,  feel  the 
warmth  of  our  hospitality, 
and  relax  in  the  luxury  of 
our  legendary  hotels. 

The  experience,  is  one 
you'll  treasure  i 
forever.  A 
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EXOTIC 


On  the  12TH  hole  of  the  golf  course  he  designed  at  the  Spring 
Island  Club  near  Beaufort,  South  Carolina,  a  long  and  troublesome 
par-five  of  some  580  yards,  Arnold  Palmer  had  yanked  his  third 
shot  wide  of  the  green,  into- some  thick  rough.  Amies  opponent, 
who  had  a  stroke  on  this,  the  second-toughest  hole  on  the  course, 
had  had  some  tree  trouble  off  the  tee,  chipped  out,  laid  his  third 


short  of  the  pond  fronting  the  green, 
and  finally  feathered  a  sand  wedge 
up  close,  about  four  feet  for  the  par- 
net-birdie. 

Palmer  knew  he  had  to  make  his 
chip,  and  with  the  delicacy  so  sur- 
prising in  a  man  more  noted  for  his 
power  game,  he  nearly  did.  His  shot 
bumped  out  of  the  tall  grass,  landed 
softly  on  the  apron  and  rolled  to 
within  a  foot. 

His  opponent  walked  up  and 
knocked  the  ball  away. 

"That's  pretty  good  Arn,"  the 
opponent  said.  "But  I'm  afraid  it's 
not  good  enough!" 

Arnold  Palmer  chortled  softly, 
like  an  old  thoroughbred.  He  walked 
over  to  the  edge  of  the  green,  folded 
his  arms  and  waited. 

The  opponent  stalked  his  putt 


The  GolfB 
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Homage  to  the  King: 
a  round  of  golf  (or  two) 
with  Arnold  Palmer 


By  James  Y.  Bartlett 


carefully.  Three-and-a-half  feet, 
pretty  straight,  a  slight  tail  at  the 
end  to  the  left.  He  stood  over  the 
putt,  feeling  calm.  "You  can  make 
this,"  he  told  himself.  "You  can  make 
this.  You've  made  literally  thousands 
of  putts  this  long  in  your  lifetime. 
You  can  do  this." 

But  my  putt  never  touched  the 
hole.  It  was  a  pure  "Babe  Ruth"... a 
dead  yank. 

I  looked  up  at  Arnold  Palmer, 
who  laughed  aloud.  I  was  not  the 
first,  nor  will  I  be  the  last,  sucker  to 
think  that  Arnold  Palmer  can  easily 
be  had. 

LESSON:  If  you're  going  to  talk 
the  talk  with  the  King,  you  had 
damn  well  better  be  able  to  walk 
the  walk. 


My  first  experience  "walking  the 
walk"  with  Arnold  Palmer  had  come 
while  wearing  a  caddy's  whites.  After 
reading  in  FYI  about  my  experience 
of  caddying  for  Jack  Nicklaus,  a 
friend  of  mine  had  called  in  the 
spring  of  '93  and  asked  me  whether  I 
wanted  to  do  the  same  for  Arnold. 
Tough  decision. 

So  I  met  the  King  on  a  bright 
morning  on  the  practice  tee  at  a  new 
course  he  had  designed  in  Spring 
Island,  South  Carolina.  Calling  it 
"Old  Tabby,"  he  had  come  to  chris- 
ten it  with  an  exhibition  round. 
Spring  Island  is  a  high-end  real 
estate  development  tucked  away  in 
the  marshlands  of  the  Carolina 
Lowcountry,  a  beautiful,  haunting 
section  of  the  country  increasingly 
filled  with  wonderful  golf  courses. 

One  of  the  developers  of  Spring 
Island  is  Jim  Chaffin,  a  longtime 
Hilton  Head  businessman  and  an 
old  and  comfortable  acquaintance  of 
Arnold  Palmer.  Chaffin  gave  Palmer 
and  his  golf  course  architecture  part- 
ner Ed  Seay  their  choice  of  the  best 
land  for  their  golf  course,  and  they 
responded  with  a  magnificent  track. 
The  front  nine  winds  through  the 
ancient  live  oaks  and  tall  pines  of  the 
island's  interior,  while  the  back  shows 
quite  a  different  look,  routed  through 
the  openness  of  the  old  plantation 
fields  and  endless  marshes. 

I  changed  into  my  caddy  whites, 
borrowed  a  green  Spring  Island  cap 
from,  the  pro  shop,  and  headed  for 
the  practice  range  to  wait  for  Amies 
arrival.  A  crowd  began  to  gather: 
the  same  kind  of  well-heeled  crowd 
that  Nicklaus  had  played  before 
when  I  had  caddied  for  him.  Unlike 
Jack,  though,  Arnie  had  let  it  be 
known  he  wanted  no  opponent.  He 
was  just  going  to  play  the  course 
while  the  members  watched,  and  do 
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First  victory  as  a 
professional  at  Torrev 
Pines.  1993 


The  arrival  of  Phil  Mickelson 
on  the  professional  tour  was  greeted 
with  great  anticipation,  following 
his  brilliant  career  as  a  junior 

and  collegiate  player. 
Phil  posted  three 
consecutive  Rolex 
Junior  Player  of  the 
Year  awards  from 
the  American  Junior 
Golf  Association, 
three  NCAA  individual 
championships, 
a  U.S.  Amateur  title, 
and  a  victory  in  a  PGA  event 
as  an  amateur.  Not  since 

Nickiaus  has  anyone    "  I  love  the  competition,  the  galleries, 

accomplished  so  much  at  j  everything  abOUt  the  game." 

such  a  tender  age. 

"I  feel  a  responsibility  to  give 
something  back  to  golf  because  of  all 

the  support  my  family, 
friends,  and  the 


PhilMickelson 


Th ree-time  AJGA 
Rolex  Tournament  of 
C  '.hampions  winner 


galleries  have 
given  me,"  said 
Phil.  "That's  why 
I'll  be  working 
with  Rolex 
to  support 
junior  programs, 
trying  to 
inspire  more 


young  golfers  to  stick 
with  this  great  game." 


A  long  hitter  with  a 
brilliant  short  game, 
Phil  Mickelson  also 
has  uncommon 
grace  under  pressure 
and  natural  charisma. 
Now  he  is  taking 
on  the  rigorous 
challenges  of  the 
PGA  Tour;  and  it's 
not  surprising  that  his 
partner  in  the  pursuit 
of  excellence  . 
is  Rolex.  W 

ROLEX 
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some  meeting  and  greeting  after- 
wards. I  asked  the  pro  for  a  yard- 
age book,  and  he  told  me  not  to 
worry:  all  the  pins  would  be  in  the 
center,  and  yardage  marked  on  the 
sprinkler  heads  would  be  reasonably 
accurate. 

Arnie  finally  drove  up  with  all  the 
buzz  of  celebrity.  Cameras  began 
whirring,  and  didn't  stop  for  the  next 
five  hours.  He  waded  into  the  crowd, 
greeting  old  friends,  shaking 
hands  everywhere. 

I  went  to  collect  his  golf 
bag.  As  usual,  he  brought  his 
biggest  staff  bag,  emblazoned 
with  the  Peerless  brand  name 
of  the  company  he  owns  a 
piece  of. 

He  had  a  set  of  Peerless 
forged  blades  in  the  bag.  For 
woods,  there  was  a  bristling 
array  of  weapons.  He  was  car- 
rying three  drivers:  a  wooden 
Peerless  Pete  club,  plus  two 
nameless  metal  drivers,  each 
with  a  different  type  of  shaft. 
He  also  had  a  good  collection 
of  putters  in  the  bag:  I  count- 
ed three.  Obviously,  Palmer 
wasn't  worried  about  the  14- 
club  rule  for  this  round  of  golf. 
Indeed,  as  I  found  out,  the  day 
would  be  one  of  experimenta- 
tion, typical  tor  this  noted  tin- 
kerer  with  clubs. 

I  went  up  to  meet  my  boss 
for  the  day,  telling  him  I  was 
his  caddy. 

"How'szat?"  he  said,  eye- 
brows raised.  No  one,  it  seems, 
had  apprised  Palmer  that  a  working 
journalist  would  be  looping  for  him. 
I  explained  who  I  was  and  why  I  was 
wearing  my  caddy  whites,  and  I  later 
saw  an  aide-de-camp  whispering  in 
his  ear.  A  few  minutes  later,  I  over- 
heard Palmer  tell  Ed  Seay  to  get  a 
golf  cart  ready  for  the  back  nine.  "In 
case  this  guy  poops  out,"  he  ex- 
plained. That  got  my  competitive 
juices  flowing.  If  Palmer  wanted  to 
go  36, 1  was  ready. 

Palmer  spent  about  15  minutes 
warming  up  on  the  practice  range 
while  Ed  Seay,  his  design  associate 
handled  the  masrer  of  ceremonies 


role.  Palmer  worked  his  way  through 
the  bag,  while  Seay  commented  on 
his  routine.  Most  of  us  watched  that 
familiar  Palmer  slashing  swing, 
admiring  the  power  that  the  man 
still  generates. 

He  does  not  possess  a  golf  swing 
that  is  taught  in  many  schools — it  is 
a  quick  swing,  short  going  back  (a 
problem  Palmer  admitted  he  was 
working  on).  But  his  strong  hands 


Not 


the  "Player  of  the  Century" — Jack  Nicklaus's 
title — but  simply  "the  King. " 


and  arms  allow  him  to  power  through 
the  ball.  When  he  got  to  his  driver, 
he  ripped  off  a  series  of  250-yard 
blows  that  had  people  oooooh'mg  and 
ahhhhmg. 

Eventually,  we  made  it  to  the  first 
tee,  where  Arnie  made  a  nice  speech 
and  drove  a  ceremonial  first  ball  with 
a  ceremonial  driver.  Then  he  began 
to  play.  He  crushed  a  drive  down  the 
first  fairway,  knocked  a  six-iron 
about  15  feet  from  the  hole  and 
missed  the  birdie  putt. 

Ed  Seay,  who  had  been  holding 
the  flagstick,  kicked  the  ball  back  to 
him.  "The  stroke  looked  good  and 


solid,"  he  told  his  boss,  who  tried, 
and  missed  again.  Arnie  tried  a  few 
more  putts  from  various  spots  on  the 
green.  Arnold  Palmer  in  his  heyday 
was  never  a  great  putter,  but  he  was 
always  a  bold  one.  But  over  the  years, 
he  somehow  lost  his  putting  stroke, 
started  looking  for  it  and  hasn't 
found  it  yet.  As  the  round  unfolded, 
we  would  watch  Arnie  miss  putt 
after  putt.  It  was,  after  a  while, 
painful  to  see. 

The  second  hole  of  the  Old 
Tabby  Links  is  a  cape  hole, 
bending  to  the  right  around  a 
dark  lagoon.  Palmer  flirted 
with  the  water,  but  the  ball 
safely  found  the  fairway.  As  he 
worked  his  way  up  the  fairway, 
shaking  hands  and  talking 
with  the  assembled  fans,  I 
made  my  way  to  his  ball  and 
figured  out  his  yardage. 

"What  do  we  have?"  Arnie 
asked. 

"About  151,"  I  told  him. 
Arnie  and  Ed  Seay  exchanged 
glances,  and  Arnie  began  to 
chuckle. 

"About?"  he  said,  smiling  at 
me.  "You're  giving  me  'abouts?'" 
I  explained  to  him  that 
the  Spring  Island  pro  had 
said  all  pins  were  in  the  mid- 
dle of  the  greens  and  that  all 
I  had  to  work  with  was 
sprinkler  heads.  Smiling, 
Palmer  accepted  that  expla- 
nation, and  we  had  a  brief 
discussion  about  the  club  to 
use  on  the  approach,  finally 
agreeing  on  a  seven-iron. 

He  hit  the  ball  flush,  but  turned  it 
over  just  a  bit,  and  the  ball  drew  away 
from  the  pin,  finishing  about  20  feet 
left  of  the  hole.  He  handed  me  back 
the  iron.  I  smiled  at  him  devilishly. 
"Right  club,  wrong  swing,"  I  chided. 

Palmer  stopped  in  his  tracks  and 
stared  at  me  in  amazement.  "Oh,  so 
it's  going  to  be  one  of  those  days,  is 
it?"  he  said.  Then  he  laughed,  and  we 
strode  up  the  fairway  together. 

He  parred  the  first  two  holes, 
bogied  the  par-three  third  when  Ed 
Seay  gave  him  the  wrong  yardage  (I 
kept  my  mouth  shut — I  figured  the 
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More  pox 
and forgiving, 
Taylor  Made  ? 

at:  j „•         V  ^ 


Midsize 
METAL 
WOODS 


the  professionals 
choice. 

Even  if 

that  profession 


selling  mattresses. 


Jeffrey  Sherman  writes  "With  these 
Midsize  Metalwoods,  my  wood  shots  art 
almost  always  in  the  fairway  with  a 
longer  distance  than  ever  before.  Let 
me  know  if  yon  guys  ever  need  a  good 
mattress  and  box  spring!' 


Ever  since  Jeffrey  Sherman  of 
the  Ther»A»Pedic  Mattress 
Company  traded  his  Big  Bertha" 
clubs  for  a  set  of  new  Taylor  Made' 
Midsize  Metalwood  clubs, 
it's  been  a  real  wake-up  call  for 
his  game. 

You  see,  our  new  Midsize 
Metalwood  clubs  have  a  sweet 
spot  that's  10%  larger  than  Big 


Bertha's.  In  a  club  head  that 
doesn't  resemble  a  watermelon. 
Which  means  it's  easier  to  swing. 

Then  there's  something  we 
call  Foamed- to -Weight™  where 
we  perfecdy  balance  each  individ- 
ual club.  So  you  get  a  club  that's 
bigger,  but  not  heavier.  We'd  like 
to  tell  you  more  about  the  process, 
but  it's  a  patented  secret. 

Fortunately,  die  results  aren't. 

You'll  hit 
longer  drives, 
while  your 
swing  stays  the 
same.  And 


be  more  accurate 

It  all  comes 
down  to  one 
simple  notion. 
We  enjoy  playing 
golf.  And  we 
want  to  help  you 
enjoy  it,  too. 

For  more 
information  on  how  Taylor  Made 
Midsize  clubs  can  improve  your 
game,  see  your  golf  professional 
or  call  1-800 -WELL-HIT,  Ext.  38 

Jeffrey  Sherman  did,  and  he's 
been  sleeping  better  ever  since. 


For  solid  feeling  - 
and  sounding  - 
hits  and  a  perfectly 
balanced  club, 
we  precisely 
foam-fill  each  head . 


Putting  the  weight  where 

it  does  the  most  good 
creates  a  larger  sweet  spot 
in  a  head  that's  just  the 
right  size. 


more  lmpor- 
tantiy,  your 
drives  will  also 
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two  guys  who  designed  the  golf 
course  ought  to  know  how  long  a 
hole  was),  missed  a  makeable  ten- 
footer  for  a  birdie  on  the  par-five 
fourth,  parred  again  and  then  missed 
yet  another  short  birdie  on  the  sixth. 
The  crowd  murmured  in  distress 
when  the  ball  skidded  past  the  hole. 

Palmer  came  to  the  next  tee  shak- 
ing his  head,  took  the  proffered  Peer- 
less Pete  driver  he  had  been  using, 
then  stuffed  in  back  in  the  bag  and 
pulled  out  one  of  the  metal  weapons. 


had  left  was  a  strong  pitching  wedge. 

He  knocked  it  close  and  missed 
the  putt  again. 

Arnie  drove  the  ball  extremely 
well  all  day  long,  calling  upon  the 
Big  Mammoo  on  several  more  occa- 
sions. His  iron  game  was  also  strong, 
as  he  clipped  the  ball  off  the  grass 
with  the  distinctive  "click"  of  a 
solidly  struck  ball.  It  seemed  to  me 
that  from  tee  to  green,  Arnold 
Palmer  could  still  play  the  game  with 
any  skinny,  limber-back,  Daly 


Only  human:  Palmer  blasts,  apparently  not  so  deftly,  out  of  the  sand. 


"I  think  I'll  put  the  Big  Mammoo 
Dn  this  one,"  he  said  to  no  one  in  par- 
ticular. 

"The  Big  Mammoo,"  we  all 
[earned,  is  the  vintage  Palmer  slash, 
[t  is  most  often  called  upon  immedi- 
ately following  a  missed  putt  that 
should  have  been  made.  Palmer  teed 
his  ball,  grasped  his  driver  in  those 
thick  and  beefy  hands,  and  whaled  it. 

While  Arnie  went  through  his 
well-known  abbreviated  follow- 
through  and  body-English  twist,  we 
watched  the  ball  drive  through  the 
Carolina  sunshine,  low  and  boring, 
bending  slightly  right-to-left  and 
flying  and  flying  longer  than  any  of 
is  thought  possible.  It  eventually 
:ame  back  to  earth,  bounced  a  few 
times  and  rolled  on  out  of  sight. 

The  Big  Mammoo. 

I  thought  later  I  should  have  mea- 
sured it  off,  but  my  guess  is  that 
A.rnie's  drive  went  about  280  yards, 
naybe  a  bit  more.  The  hole  mea- 
sured just  over  400  yards,  and  all  he 


wannabes.  However,  once  on  the 
putting  greens,  Arnie  was  a  lost  soul 
wandering  in  the  wilderness. 

He  used  the  first  putter  for  the 
first  seven  holes.  On  the  eighth,  the 
second  putter  came  out  of  the  bag 
for  a  brief  audition.  The  first  putter 
came  back  for  one  hole;  then  he  tried 
the  third  flat  blade  I  was  carrying.  I 
believe  that  if  I  had  three  more 
putter  models  in  the  bag,  he  would 
have  tried  them  all. 

Luckily,  Arnie,  though  Dis- 
couraged, didn't  dwell  during  the 
round  on  his  putting  problems.  Not 
only  was  this  just  an  exhibition 
round  of  golf,  Palmer  knew  that  the 
main  purpose  of  the  day  was  not  to 
show  oft  his  golf  prowess,  but  to  play 
the  familiar  role  of  golf  celebrity. 

Palmer  has  been  playing  competi- 
tive golf  now  for  more  than  four 
decades,  in  which  time  he  has  made 
appearances,  both  competitive  and 
corporate,  in  virtually  every  corner  of 


the  country,  and  most  of  the  world. 
Throughout  the  day,  people  would 
approach  Palmer  hesitantly,  saying 
things  like  "Mr.  Palmer,  you  proba- 
bly don't  remember,  but  we  met  in 
Terre  Haute  in  1975...." 

To  which  Palmer  would  invariably 
respond  by  saying  "Well,  sure,  I 
remember  that!  How  you  doin'?" 

Palmer  seemed  to  genuinely  enjoy 
being  with  his  fans.  For  all  18  holes, 
he  was  making  conversation,  shaking 
hands,  signing  autographs. 

M  Still,  despite 
>  ™  the  putting  woes 
T  and  politicking 
that  goes  with 
being  a  legend, 
Arnie  was  able 
to  show  his  fans 
some  of  that  fa- 
mous derring-do. 

When  we 
reached  the  13th 
hole,  we  found 
a  longish  par- 
three  over  a  pond 
guarded  by  bun- 
kers in  the  front. 
From  the  mem- 
bers' tees,  the 
hole  is  a  strong  182  yards,  but  from 
the  championship  tee,  tucked  way 
back  in  a  stand  of  trees,  the  hole 
measured  out  at  some  215  yards.  And, 
despite  the  pro's  claim  that  all  pins 
were  in  the  middle,  we  were  looking 
at  a  flagstick  tucked  in  a  hideous 
Sunday  position  to  the  back  right 
corner  of  the  green,  wedged  tightly 
between  two  looming  bunkers.  And 
a  breeze  was  blowing  straight  at  us. 
Palmer  and  I  looked  at  each  other 
and  began  shaking  our  heads.  With 
that  pin,  we  were  looking  at  215 
yards,  into  the  wind,  needing  a  cut 
shot  left  to  right. 

Jim  Chaffin,  the  developer,  began 
to  laugh.  He  grabbed  a  towel  from 
my  bag  and  waved  it  in  the  air.  Out 
of  the  woods  behind  the  green,  an 
assistant  pro  came  running  out, 
grabbed  the  flagstick  out  of  the  hole, 
took  it  to  the  center  of  the  green  and 
replaced  it  in  another  hole  cut  there. 
The  crowd  gathered  around  the  tee 
chortled  at  the  ioke. 
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Arnold  Palmer  didn't  laugh.  His 
eyes  narrowed  and  his  chin  jut- 
ted out.  He  turned  and  looked  at 
Chaffin. 

"Tell  him  to  put  it  back,"  he  said 
quietly.  The  fans  around  the  tee  be- 
^an  to  cheer,  loudly.  The  hell-for- 
leather  Arnold  Palmer  was  back. 

Arnie  and  I  began  discussing  club 
selection.  He  said  he  was  undecided 
between  a  one-iron  and  a  four-wood. 

"Well,"  I  asked  him,  "How  long 
:an  you  hit  the  one-iron?" 

He  fixed  that  stare  on  me.  "As 
long  as  I  need  to,"  he  said. 

"Go  for  it,"  I  said.  He  pulled  the 
iron,  teed  his  ball  and  slammed  it 
towards  the  hole.  The  ball  had  the 
aerfect  line,  starting  out  to  the  left 
ind  bending  back  towards  the  pin. 
But  the  wind  gusted  up,  and  the  ball 
fell  in  the  front  collar,  just  a  few  feet 
short  of  dead-solid  perfect.  The 
:rowd  whistled  and  hooted. 

Palmer  asked  for  another  ball,  and 
this  time  took  the  four-wood.  Same 
swing,  same  ball  flight,  but  this  time 
:he  ball  reached  the  green,  hitting  in 
the  middle  and  feeding  slightly 
rowards  the  hole,  finishing  some  20 
feet  away. 

I  resisted  the  temptation  to  say,  "I 
told  you  so." 

When  we  reached  the  par-three 
[7th,  Palmer  decided  to  give  a  little 
:linic  in  shotmaking.  The  hole  is  a 
gorgeous  180-yarder  with  the  narrow 
ind  undulating  green  tucked 
between  a  fresh-water  pond  on  the 
eft  and  the  unending  gnarl  of  the 
narsh  to  the  right.  The  wind  was 
blowing  fiercely  from  right  to  left.  It 
is  a  hole  that  is  among  the  toughest 
in  the  Carolinas. 

Palmer  explained  his  thought  pro- 
:ess  on  a  hole  like  this.  He  could,  he 
said,  take  a  five-iron  and  work  the 
Dall  from  right  to  left,  using  the 
wind.  He  then  hit  the  exact  shot  he 
lad  described,  the  ball  bounding  to 
:he  back  of  the  green.  Or,  he  told  us, 
1  safe  shot  might  be  to  cut  the  ball  up 
igainst  the  wind,  using  a  four-iron, 
fie  pulled  the  iron,  and  hit  the  shot 
ibout  15  feet  from  the  hole.  "Geez," 
\rnie  said,  amazed  by  his  own 
)roficiency,  "That  was  pretty  good.  I 


wonder  if  I  can  do  it  again?"  He  hit 
another  on  the  green,  but  a  bit  fur- 
ther from  the  hole. 

Palmer  made  pars  with  his  first 
and  third  balls,  and,  putting  the  close 
one  last  of  all,  finally  made  his  first 
birdie  putt  of  the  day.  The  crowd  of 
onlookers,  which  had  thinned  a  bit 
after  17  holes  on  a  hot  spring  day, 
rewarded  the  King  with  heartfelt  and 
resounding  cheers. 

Almost  exactly  one  year  later 
I  met  Palmer  again  at  Spring  Island. 
Because  I  had  carried  Nicklaus's  bag 
twice,  I  wanted  to  do  the  same  for 
Palmer,  and  had  been  trying  for  a 
year  to  find  a  good  time  and  place  to 
do  so.  Finally,  Ed  Seay  called  me. 

From  tee  to  green, 
Arnold  Palmer  could 
still  play  the  game  with 
any  skinny,  limber-back, 
Daly  wannabes. 
However,  once 
on  the  putting  greens, 
Arnie  was  a  lost  soul 
wandering  in 
the  wilderness. 

"Okay,"  he  said,  "Here's  the  deal. 
Saturday  before  Easter.  Spring  Island. 
You  and  Arnie  against  Chaffin  and 
me.  Sound  okay  to  you?" 

"I  don't  know,"  I  said  doubtfully. 
"How's  Arnie  putting  these  days?" 

Big  Ed  laughed. 

That  Saturday  dawned  spectacu- 
larly bright  and  cloudless.  We  all 
assembled  on  the  practice  tee  in  mid- 
morning  as  arranged,  except  for  Ed 
Seay,  who  had  not  made  the  trip. 
The  fourth  in  our  group  was  to  be 
Roy  Saunders,  Arnold's  son-in-law, 
an  Orlando  developer  and  builder. 
Palmer,  his  wife  Winnie  and  their 
two  daughters  plus  husbands  and 


children,  had  all  come  up  to  Spring 
Island  for  Easter  weekend.  I  under- 
stood that  Winnie  wanted  to  work 
on  the  house  they  plan  to  build  there, 
while  Arnie  wanted  to  work  on  his 
game  in  preparation  for  his  40th 
Masters  appearance  the  next  week. 

Palmer  was  working  on  the  prac- 
tice tee  when  I  arrived.  His  regular 
pilot,  Ken  Gero,  was  filming  his 
swing  with  a  small,  hand-held  mini- 
cam,  and  Arnie  would  hit  a  few  balls, 
then  go  look  at  the  playback.  He  was 
still  working  on  lengthening  his 
backswing. 

Arnie  also  was  playing  with  a  new 
set  of  clubs.  This  time,  his  bag  was 
filled  with  a  set  of  the  newly  intro- 
duced Peerless  PHD  irons,  an  in- 
vestment-cast design  with  a  strange- 
looking  little  metal  nipple  on  the 
hosel,  a  matching  set  of  Peerless 
metal  woods  and — mirabile  dictu! — 
just  one  putter. 

Like  any  other  Saturday  four- 
some, we  spent  a  bit  of  time  on  the 
first  tee  negotiating  strokes.  Saun- 
ders, Chaffin  and  I  were  all  playing 
about  the  same  handicap,  so  Palmer 
decided  we  would  alternate  six-hole 
partnerships  with  him,  10  bucks  per 
man  per  match.  Because  we  were 
going  to  play  from  the  Palmer  tees 
(7,004  yards),  we  all  got  a  few  extra 
strokes.  Arnie  tossed  a  tee  into  the 
air  to  determine  who  would  be  his 
first  partner. 

It  came  down  pointing  at  me. 

Through  all  this,  I  had  noticed  a 
surprising  lack  of  nervousness  on  my 
part.  I  have  played  in  tournaments 
and  even  just  weekend  games  against 
opponents  when  the  symptoms  of 
golf  nerves  have  been  apparent:  the 
dry  mouth,  the  pounding  pulse,  the 
sweating  palms.  I  felt  none  of  this. 

We  allowed  our  opponents  to  tee 
off  first,  and  both  men  managed 
pretty  good  tee  balls.  Arnold  mo- 
tioned to  me  to  go  ahead. 

Calmly,  I  stepped  onto  the  tee. 
Calmly,  I  teed  the  ball,  swished  my 
club  back  and  forth,  addressed  the 
ball,  checked  my  line  and  very  calm- 
ly hit  one  of  the  worst  quacking 
duck-pulls  of  my  entire  life.  It  was  a 
shot  that  barely  cleared  the  next  tee 
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before  plunging  darkly  into  the  heavy 
bush  off  to  the  side. 

Palmer  smiled  at  me  kindly  and 
suggested  I  try  another.  I  held  out 
my  hand,  and  my  caddy  tossed  me 
another  ball.  Somehow,  I  managed 
to  make  clubface  contact  with  this 
one,  and  it  flew  relatively  straight 
out  onto  the  fairway. 

I  still  did  not  feel  in  the  least  ner- 
vous, nor  did  I  allow  myself  to  feel 
intimidated.  I  had  already  witnessed 
Palmer's  golfing  abilities  as  his  caddy, 
and  I  wasn't  trying  to  be  better  than 
him.  My  goal  for  the  day  was  to  just 
hit  a  few  good  shots  and 
have  some  fun. 

I  cold-topped  my  sec-  J 
ond  shot  and  watched  it 
dribble  down  the  fairway.  gg| 
Then  I  skulled  the  sand  f 
wedge  over  the  green.  No,  | 
I  wasn't  nervous. 

Arnold  came  over  as  we 
approached  the  green.  "Try 
taking  the  club  back  a  bit 
slower,"  was  all  he  said. 
Immediately,  I  knew  he 
was  right.  My  swing  may 
not  have  been  nervous,  but 
it  had  been  anxious,  and 
my  tempo  had  gone  to  hell. 

Arnie  made  a  par  on  the 
first  to  hold  our  opponents 
off,  and  on  the  second  tee, 
swinging  back  slower,  I  hit 
the  ball  flush.  Unfortu- 
nately, I  also  hit  a  wicked  slice  that 
curved  off  into  the  water  hazard.  I 
began  to  get  mental  images  of  a  round 
of  18  double  bogies.  But  Arnie's  advice 
worked.  I  dropped  a  ball  near  the  haz- 
ard and,  concentrating  only  on  making 
a  good  smooth  swing,  absolutely  drilled 
a  three-wood  up  on  the  green.  I  missed 
the  par  putt,  but  felt  like  my  bogey 
five  was  a  major  accomplishment. 

Arnold  was  playing  a  very  steady 
game  and  actually  was  putting  the  ball 
well.  Nothing  went  in  for  the  first  few 
holes,  but  his  putts  were  challenging 
the  hole.  We  teed  off  on  the  par-five 
fourth,  and  I  asked  Palmer  how  long 
he  had  been  using  that  particular 
putter,  a  short-bladed  black  wand. 

He  laughed,  an  admission  of 
guilt,  and  said  he  had  been  playing 


with  Jack  Nicklaus  the  previous 
week  and  admired  Jack's  putting  so 
much  that  Jack  had  given  him  the 
club.  "It's  working  pretty  good,"  he 
said  hopefully.  The  putter  lasted 
about  ten  more  holes  before,  myste- 
riously, another  flat  blade  appeared 
in  Arnie's -hands. 

On  the  fourth  hole,  Arnie's  drive 
had  fetched  up  in  a  tall,  thick  clump 
of  rough  of  U.S.  Open  proportions, 
underneath  a  stand  of  pines.  I  went 
over  to  look  at  his  lie,  and  immediate- 
ly thought  "unplayable."  In  addition, 
a  pond  lurked  dangerously  to  the  left. 
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Mr.  Bartlett,  Mr.  Palmer.  Paired  in  a  friendly foursome 
with  the  King,  FYl'sgolf  columnist  initially  produced 
some  of  the  worst  shot-making  of  his  adult  career. 


three  hole,  and  I  was  bunkered  and 
couldn't  get  out.  And  much  to 
Arnie's  verbal  chagrin,  once  I  was 
partnered  with  Saunders,  I  ran  off  a 
string  of  pars  that  helped  us  soundly 
thrash  the  Palmer-Chaffln  team. 

Palmer  the  tinkerer  made  his 
usual  appearance  on  the  back  nine. 
He  had  been  alternating  between 
drivers  all  day,  and  on  the  13th  he  hit 
a  beauty,  high  and  long.  We  all 
turned  to  tell  him,  "Good  shot,"  but 
he  was  shaking  his  head. 

"What's  the  matter  with  that 
Chaffin  asked. 

"I  don't  know,"  Palmer 
said,  frowning.  "It  didn't 
have  any  character." 

I  had  to  laugh.  "No 
character?  Damn  thing 
went  right  down  the  mid- 
dle, 270  yards!" 

Arnie  turned  to  his 
caddy  and  pulled  out  the 
other  club,  a  Peerless 
metal  wood  model.  He 
re-teed  and  whomped  it. 
This  time,  the  ball  flew 
low,  carving  through  the 
air  with  a  controlled  little 
draw  to  it,  hitting  the 
ground  and  rolling  and 
rolling  forever. 

"Yeah!"  Arnie  cried, 
"That  one  had  some 
character!" 


But  this  was  Arnold  Palmer,  he 
of  the  Big  Mammoo,  and  the  one 
who  had  conquered  a  similarly  hor- 
rible lie  in  the  British  Open  at 
Royal  Birkdale  in  1961,  slashing  a 
six-iron  out  of  the  brambles  onto 
the  green  to  win.  The  impressed 
Brits  immediately  erected  a  plaque 
marking  the  spot  of  the  heroic  shot. 
Here  at  Old  Tabby,  Palmer  did  his 
Big  Mammoo  thing  once  again, 
slashing  the  ball  out  onto  the  fairway 
in  front  of  the  green.  A  chip  and  a 
rare  putt  and  he  had  a  birdie,  to  tie 
one  of  our  over-handicapped  oppo- 
nents net  birds. 

Palmer  and  I  lost  the  match  to 
Chaffin  and  Saunders  on  the  sixth 
and  last  hole,  when  Arnie  dumped 
his  tee  shot  into  the  lake  on  the  par- 


When  we  were  done  (ArnieI 
shot  a  five-over  77  to  my  87,  which,, 
with  the  10  strokes  he  bestowed  upon 
me  on  the  first  tee,  was  a  push),  we 
sat  on  the  brick  verandah  at  the  club- 
house and  had  a  couple  of  beers  and  a 
sandwich.  I  had  mentally  prepared  ai 
whole  laundry  list  of  questions  I 
wanted  to  ask  Arnie,  but  sitting  there 
in  the  slanting  afternoon  light,  over- 
looking the  waving  grasses  of  that 
ocean  of  marsh,  conversation  and 
questions  seemed  superfluous. 

"Vive  le  rot, "  I  thought,  watching 
him,  thinking  of  the  crown  that's  his 
to  don  any  time  he  steps  onto  a  golf 
course.  "Long  live  the  King."  • 



James  Y.  Bartlett  is  working  on  a 
stroke  he  likes  to  call  "the  little  Mammoo! 
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If  You  Like  Oversize  Woods, 
You'll  Love  Oversize  Irons. 

If  you  are  now  playing  with  an  oversize  metalwood,  you  know  why 
Greg  Norman  does.  Fantastic  distance.  Greater  accuracy.  More  confidence. 
Achieve  all  this  and  lower  your  score  even  more  with  full  sets  of  King  Cobra 
oversize  irons  and  metalwoods  designed  for  men. women  and  seniors, 
i  And  if  you  are  not  playing  with  oversize  clubs  yet,  maybe  it's  time. 

See  your  golf  professional  to  demo  King  Cobra  clubs  today.  j 
Or  call  800-BAFFLER.  M 
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AN  AMERICAN  LEGACY 


Christopher  Wayne  makes  the  American  West  his  home.  He  works  in  the  entertainment  industry  and  is  involved  with  Chapter  II  of 
the  John  Wayne  Cancer  Institute.  Christopher  carries  the  Coach  Backpack,  handcrafted  from  natural  weather-resistent  leather,  No.  519,  $336. 
To  order,  or  for  a  complimentary  catalogue,  call  800  262-2411.  Also  available  at  Coach  stores,  select  department  and  specialty  stores. 
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Loafer,  $295,  at  Gucci,  New  York,  San  Francisco 
and  Beverly  Hills.  Limited-edition  Agatha  Christie 
fountain  pen,  $650,  from  the  Writers  Series  by 
Montblanc,  800-995-4810.  Stainless  steel  sport 
watch,  $2,200,  at  Bvlgari,  800-BVLGARI.  Eye- 
glasses, $175,  at  Morgenthal-Frederics  Opticians, 
New  York.  Sterling  silver  Winchester  belt,  $1,560, 
by  Barry  Kieselstein-Cord,  at  Bergdorf  Goodman 
Men,  New  York,  and  select  Neiman  Marcus  stores. 
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Da  Vinci'  chronograph  by  IWC. 
with  perpetual  calendar 
and  moon  phase  display. 
No  one  else  can  be 
this  com  plicated. 
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18  ct.  yellow  gold  $  21,995.- 
Suggested  retail  price 

Does  the  fact  that  someone  attempts  to  copy 
a  watch  make  it  more  exclusive? 
There  are  still  those  who  misguidedly  believe 
this  to  be  so.  They  fear  that  imitations  of  the 
Da  Vinci  are  as  inevitable  as  the  passage  of 
time  itself. 

To  relieve  the  fears  of  some  genuine  Da  Vinci 
lovers  we,  the  originators  of  this  unique  time- 
piece, can  merely  remind  you  of  its  intricacies 
and  finer  qualities.  The  fact  that  it  displays  the 
time  in  seconds,  minutes  and  hours.  The  fact 
that  it  displays  the  date,  day  of  the  week, 
month,  year  and  century.  The  chronograph  is 
accurate  to  a  minuscule  Vs  second  and  adds 
cumulative  times.  The  Da  Vinci  will  show 
the  correct  phase  of  the  moon  for  all  eternity, 
and  also  takes  into  account  whether  there 
are  28,  29,  30  or  31  days  in  a  month. 
These  qualities  make  the  automatic 
Da  Vinci  one  of  the  world's  most  complicated 
mechanical  wristwatches. 
Complication  is  impossible  to  copy  in  a  hurry. 
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For  further  information  and  a  complete  color  catalog  please  call  (iSHO)  432-9330 


Remembering  World  War  II 

.with  books,  maps,  videos  and  recordings  selected  by  the  editors  of  American  Heritage 
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In  addition  to  a  series 
of  candid  eyewitness 
narratives — including 
those  of  naval  reservist 
Douglas  Fairbanks,  Jr.— 
this  commemorative 
volume  recounts  the  fatal 
flight  of  Joseph  Kennedy,  Jr 
conditions  on  board  troop 
transports  and  landing 
craft,  and  PT-boat  operations. 
312  pages,  250  photographs, 
$36.95.  #ANV1 
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This  film  combines  footage  and  photographs  from  American, 
British  and  German  archives  with  the  voices  of  the  people  who 
participated  in  the  planning  and  execution  of  the  invasion  to  create 
a  stunning  and  unromanticized  portrait  of  "Operation  Overlord." 
One  videocassette  (53  minutes),  $29.95.  #ADC3 


ornment  of  tne  American  flight  jacket, 
e  most  colorful  and  creative  period  for 
this  unique  art  form  was  World  World  II, 
and  it  is  this  era  that  makes  up  a  major 
portion  of  this  fascinating  book.  248  pages, 
over  1,000  photographs,  $59.95.  #ASF1 


"A  splendid  work 
about  a  too  neglected 
part  of  World  War  II. 
Tremendous  strides 
forward  were  made 
by  doctors  during 
the  war.  A  dramatic 
story  is  well-told  by  the 
master  of  the  field." — 
Stephen  E.  Ambrose. 
391  pages.  $27.95. 
#AFE1 


To  Order 
CallToll-Free 

1-800-876-6556 


—  "Fidel  Castro  thought  I  had  left  Cuba- 

with  only  the  clothes  on  my  back. 
But  my  secrets  wedlocked  in  my  heart." 


After  Fidel  Castro  came  to  power,  Ramon  Cifuentes  soon  realized  that  he  could  no 

longer  make  his  Partagas  cigars  in  Cuba. 

The  skilled  hands  became  too  few,"  Ramon  says.  "And  eventually,  the  Cuban  leaf  was 
in  short  supply." 

In  contrast,  the  Dominican  Republic  has  the  most  carefully  trained  cigar-makers 
and  the  most  richly  cultivated  soil  in  the  Caribbean. 

And  only  Partagas  cigars  are  made  under  the  watchful  eyes  of  Ramon  Cifuentes, 
the  same  man  who  made  them  over  forty  years  ago  in  Havana. 


PARTAGAS" 
The  cigar  that  knew  Cuba  when. 


The  American 
Establishment, 


1994 


Y'eah,  yeah,  we  know  it's  a  democracy,  and  men  are  born 
equal,  and  it's  the  land  of  opportunity — yadda,  yadda, 
yadda — but  someone's  got  to  be  in  charge.  Call  it  what- 
ever  you  want:  the  ruling  class,  the  best  and  the  brightest,  the 
Beltway  insiders.  Our  rule  is,  if  it  walks  like  a  duck,  and  quacks 
like  a  duck,  it's — the  Establishment. 

And  we  all  know  who  they  are.  You'll  find  them  scarfing 
smoked  salmon  and  sipping  Pouilly  Fume  at  seminars,  confer- 
ences, retreats,  confabs,  and  gabfests  sponsored  by  the  Council 
on  Foreign  Relations,  the  Trilateral  Commission,  the  Aspen 
Institute,  the  Bohemian  Club  and  now  the  "Renaissance"  (oh, 
puh-leeze)  Weekend  at  Hilton  Head.  Some  of  the  names  have 
changed,  but  the  game  goes  on,  and  the  fix  is  still  in.  In  the  inter- 
est of  full  exposure,  herewith  a  chart  showing  what  (if  anything) 
has  changed,  a  purloined  page  of  minutes  from  a  recent  top 
secret  meeting  of  the  Establishment's  executive  committee,  and  a 
dossier  on  two  of  its  top  operators.  Read  it  and  weep ^Ilu*  fe^ 
member,  you  can't  spell  "elite"  without  the  "e"  in^Establishment." 


BY  CHRISTOPHER  BUCJCWY  AND  GEOFFREY  NORMAN 


EW  ESTABLISHMENT 


COLOSSUS  Or  RHODES 


OLD 

William  Fulbright 


NEW 

William  Clinton 


MENACING 
CARIBBEAN  ISLAND 

Cuba 

Haiti 

RESPONSE  TO 

Naval  Blockade, 

William  Gray 

MENACING 

nuclear  alert 

1  CARIBBEAN  ISLAND 

1  STICKY  EUROPEAN 

SITUATION 
1  BEGINNING  WITH  B 

Berlin 

Bosnia 

ICH  BIN  EIN 


Berliner 


From  a  place 
called  Hope 


tfv' 


SEMINAL  SOCIAL 
EVENT 

Truman  Capote's 
Black  and  White  Ball 

MTV's  Rock  and  Roll 
Inaugural  Ball 

TUN  WEEKEND 

Touch  Football 
at  Hyannis  Port 

Renaissance  Weekend 
at  Hilton  Head 

"I'M  IMPORTANT. 
THAT'S  WHY  I'M 
CARRYING  A..." 


STATUS  SYMBOL 

r* 

0--'      CLARION  CALL 


Dictaphone 


PT  109  tie  clip 

Pay  any  price, 
bear  any  burden,  etc. 


Cellular 

Jogging  invitation 
I  feel  your  pain  jj 


INEVITABLE  RESULT 


FIRST  LADY'S 
LIVESTOCK  HOBBY 


Vietnam 
Live  horses 


"The  doctor 
won't  see  you  now" 


Dead  cattle 


LUNCH  SPOT 

Duke  Zeibert's 

I  Ricchi 

BOYCOTT 

California  grapes 

Colorado  slopes 

TRENDY 
THEOLOGIAN 


HAUTE  HARRIMAN 
BRO'S 


Reinhold  Niebuhr 
Averell  I 


Joe  and  Stewart  Alsop 


Michael  Lerner 

Pamela 
Bob  and  Bill  Bennett 
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(VERSUS  THE  OLD) 


REASSURING  SILVER- 
HAIRED  TEXAN 

ADORABLE  LOSER 

MILITARY  HEADGEAR 

BLUEST  CHIP 

TREE  HUGGER 

INDISPENSABLE 
COFFEE  TABLE  ICON 

PSYCHIC  CELLAR 
OCCUPANT 

SHOWCASE 
SHELTER  RAG 


COURT 
PHOTOGRAPHER 


SKINNY,  FOUR-EYED, 
PARANOID  SPOOK 

WON  KIN  G  OFF 


TOWERING  HARVARD 
r,  ECONOMIST 

SEMI-TOWERING 
MIT  ECONOMIST 

COMMIE  DUPE 

PET  GENERAL 


OLD 

Connally 

Adlai 
Green  Beret 
IBM 

Rachel  Carson 
The  Reporter 

Id 

House  &  Garden 

Alfred  Eisenstaedt 

Angleton 

McNamara  and 
the  whiz  kids 

John  Kenneth  Galbraith 

Paul  Samuelson 

Walter  Duranty 
Maxwell  Taylor 


NEW 

Bentsen 

Jimmy 
Blue  Helmet 
Microsoft 
AlGore 

The  New  Republic 

Inner  child 

Architectural  Digest 


Magaziner  and 
the  Rhodies 

Robert  Reich 

Laura  D'Andrea  Tyson 

Strobe  Talbott 
Colin  Powell 


MYTHOS 

Camelot 

Dogpatch  ■ 

FDR  GROUPIE 

Arthur  Schlesinger 

Arthur  Schlesinger  <a 

WRINKLY, 

Eleanor  Roosevelt 

Brooke  Astor  K 

SECULAR  SAINT 

PHLAKY 

Stewart  Mott 

Ed  Bass 

PHILANTHROPIST 
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^^^^^^^^  f  the  Establis^ent, 

"  ,ive  committee  of  the 

,  7,,0/94  meeting  of  E*^io,  califo"^3- 
Minutes  of  7/3°^9cation  near  Monte 
held  at  usual 


P  j  Mr'  laker  P°in 
1  lues.  Mr. 


,    -  »   Baker  pointed 


.off -budget.     i  aqult tal  on  ^  make  a  con  the  Mtte  Haass 

>n  the  occasion  of  . f  he        *t  lx      ^  appolnted  Trilateral  Commrssxor.  M  ^ 

^VoSer  proposed  that  sub-comm  ^  ^  f  Tr  ^  t  kn^  ^ 

Mr.  Volcker  y  troublesome  fre^,     s  for  years  now  Desmaraxs,  tQ 

the  TC  does  an^-ay.    'une  from  Metternx  (Laughter . ) 

-  —  - "™  "I- » 'oiM  to 

»■  t-hat  now  that 
j„t-Pd  out  cnai. 

Mr.  Bundy  P°inte°na  0f  approval.)  .-Christ." 

•   -  »    (Murmuring  "i.  .  .      _*  i-he  anti  lui 

Christ. 

i.  ;  =  rtarn  s 


Mr.  Bundy  P°in^"na  0f  approval.)  .-Christ." 
McUst."  (Murmuring 

Oeorge  suggested  -P~t  xs 
Lively  discussron  ^  ^  ant,christ  search  c^xtt 

,     jor  orotest)    <-,J  ,   nroans .  ) 

■nred    under  px  (Universal  glu 


,r.  B„oi». r  a„a«hi« 

House,  but  (Laughter.)  s  he  xsn  t  a  u 

„.       — —  .;M  „as   . — -  - 
D„„„  ^  -  -\ ; « ^  — -  -    ^  „  * . 

v,  said  to  Mr.  Darman,     Don  EoXlowed.  Chaxrman  urge  ^ 

n  Mr    Bush  and  Mr.  Darman  look  where  xt 

Heated  dxscussion  between  Mr.        ^  ^  &  ^  ^  says .  ,  dxd 
A9itated,  Mr.  Bush  said,   ^  ^  ^  (expletive,    .expletive)  • ^  ^  ^  ^  dewn  tbe  Kussian 
Darman  said,   "Hey,  read  my  MssrS.  Bush  and  Dar 

ensued.  Chairman  had  Sgt .  reported  he  had  rece 

FraCaSt:  !Chill  out."  _A^n  sub-comxaittee.  Mr. 

Hiver  to 


.n»a.d.  CMir»»  Md  „    Mlb  ,.po«.*  -  Md  "C 


Mr    Brademas  saxd, 

Bi-  he  was  dead- 
-a     «t  thought  ne 
Mr.  Baker  saxd, 

a how  can  you  tell?' 

Henry  saxd, 


-d     »x  thought  he  was  oe*   •  ^  q£ 

XXed  "Warren  Co^iB-^boS  of  this 
.enry  saxd,   ^  can  you  tell-  to  be^^  inforro  ' 

JSSSi^  ,e  would  fxnd  _  sub.conmrttee . 


basic  points  were:  we  would  UKe  but 

«  JS^^--^  ^  t  .erman  tan,  ^  -  — 

M6^f  East     "same-same.'  vouS  about  Germ 
Middle  Ease, 


sssriu.  he ... . »—  ^e 

«  .  zac«„.a  ' 

Elysees.  he  liked  ic _ «  -These 

,  Clemenceau  line  about  ho  lly  -copacet  sald  ^ t 


Slysees.  he  liked  Ger^etic.»  .    t  »These 

,  Clemenceau  line  about  ho  lly  -copacet  saxd  t 

railed  for  report  tr  woodwork,   a  ^^^k  , 

Chairman  calie  g  put  of  ^ggmmm^tmKKmKKB^tMm^^^ 

 .   "'■  11    '-  -  f    ^ 


OLD 


NEW 


SPORTING  EVENT 


Harvard/Yale  football  game 


Final  Four 


SPORTING  CHEER 


INDISPENSABLE 
CHICAGO  POL 

TOP  KRAUT 

LATE  NIGHT 
DISPHRODISIAC 

"GOODNIGHT" 


BAD  ARTIST 


INFALLIBLE  TYCOON 


COMMUTE 


UNENLIGHTENED 
RIGHT-WING  PRESS 
LORD  WITH 
BLONDE  WIFE 

BITCH,  BITCH, 
BITCH 

DESPISED  WRITER  OF 
KENNEDY  BOOKS 


"Bulldog,  bulldog, 
bow,  wow,  wow 

Richard  Daley  Sr. 

von  Braun  ^£ 

Carson 

Chet. .  .David 
Jackson  Pollock 
C.  Douglas  Dillon 
New  Haven  Railroad 
Henry  Luce 


"Piiiiig...sooooey, 
sooooey" 

Richard  Daley  Jr. 

t_  _  ____ 

Vj  Kissinger 

Koppel 

Jim...  Robin 
Take  your  pick 
Warren  Buffett 

Shuttle 
Rupert  Murdoch 


Faludi 


Victor  Lasky 


Joe  McGinniss 


MEDITERRANEAN 
PRESIDENTIAL 
SUCK-UP 


Valenti 


Stephanopoulos 


DOMESTIC 
INITIATIVE 


War  On  Poverty 


War  On  Doctors 


advise  and  Youthful  gay  episode       Failure  to  file  Nanny  tax 

CONSENT 


MACHO  RITUAL 


I  DON'T  THINK 
WE'RE  IN  DOGPATCH 
ANYMORE,  TOTO 


50-mile  hike 
Tom  Wicker 


Morningjog  and 
Egg  McMufhn 

Howell  Raines 


I 
I 

I 


PLAYING 


^ow  two  Yalies  networks 
manipulated,  leaked,  stn 
and  generally  world 
heart  and  soul  of  U 

1  DAVID 
RICHMON 
GERGE 


I 
I 
I 
I 
I 
I 
I 
I 
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Age:  52 

Current  title:  "Special  Advisor"  to  President 
Clinton  and  Secretary  of  State  Christopher. 
Nicknames:  "Tall,"  "The  Sieve" 
Alma  Mater:  Yale  '63 

Yale  Daily  News  connection:  Managing  editor 
Military  service:  U.S.  Navy,  damage  control  officer 
Reflections  on  military  service:  "I  missed 
Woodstock." 

Post-grad  Establishment  study: 

Harvard  Law 

First  big  break:  Apparatchik  for  Nixon  at  '72 
Republican  convention. 
Number  of  Republican  presidents 
worked  for:  3  (Nixon,  Ford,  Reagan) 
Media  gigs:  U.S.  News  £sf  World  Report, 
"MacNeil/Lehrer" 
Memorable  utterances:  None 
'84  Renaissance  Weekend  bonding  expe- 
rience: Speaks  on  panel  with  Bill  Clinton.  Topic: 
"Things  I  Didn't  Do."  Gergen  talks  about  why  he 
didn't  leave  Nixon  White  House;  Clinton  on  why  he 


didn't  run  for  President. 
Strategic  valentine:  Wrote  that  President  Clinton 
was  "gifted  and  resourceful,"  and  "could  well  bounce 
back,  proving  himself  a  big-league  President,  even  a 
hall  of  famer."  (In  one  of  his  last  U.S.  News  &  WR 
columns  before  accepting  job  as  Clinton's  top  PR  man.) 
Backed  wrong  horse:  Hubert  Humphrey,  '68; 
Bush,  '80 

However,  soon  found  employment  with 
victorious  opponents  of  wrong  horses: 

Nixon,  Reagan 

'92  exception  to  this  rule:  "Look,  the  truth  is  I 
voted  for  Bill  Clinton." 

Number  of  clubs  and  board  memberships 
had  to  resign  from  to  take  Clinton  White 
House  job:  17 

Most  recent  achievement:  Invaded  and  occu- 
pied suite  of  offices  on  seventh  floor  of  State  Dept., 
not  far  from  Warren  Christopher's. 
Relax,  Warren:  "[Christopher]  and  I  have  become 
closer  over  time,  and  I  think  highly  of  his  team. .  .1  really 
want  this  to  be  a  team  effort.  I  am  a  believer  in  team  play." 
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rHE  GAME 


i 


i 


uttered,  maneuvered, 
¥,ed>  covered  their  asses, 
eir  way  into  the  very 
merican  Establishment 

NELSON 
STROBRIDGE 
TALBOTT  III 


Age:  48 

Current  title:  Deputy  Secretary  of  State 
Nickname:  "Strobe" 
Alma  Mater:  Yale  '68 

gale  Daily  News  connection:  Chairman; 
:laimed  to  have  written  editorial  endorsing  Eugene 
McCarthy  for  President;  actual  author:  Alan  Boles. 
Military  service:  Medical  deferment 
Reflections  on  military  service:  Confessed  to 
'a  moral  discomfort  bordering  on  guilt"  about  trick 
<nee  that  kept  him  "out  of  the  Mekong  Delta,  but  not 
"he  squash  courts  and  playing  fields  of  Oxford." 
Post-grad  Establishment  study:  Rhodes 
scholarship 

First  big  break:  Translated  Khrushchev  memoirs 

Media  gigs:  Time  magazine;  "Inside  Washington" 
Memorable  utterances:  American  Jews  "wield 
influence  far  beyond  their  numbers."  "Israel  has  been 
interfering  skillfully  in  U.S.  politics  for  decades."  (1981) 
Memorable  retractions:  "On  that  I  simply  have 
:hanged  my  opinion.  I  do  believe  Israel  is  indeed  a 
strategic  asset  of  the  United  States."  (1994  Senate 
:onfirmation  hearings.) 


'92  Renaissance  Weekend  bonding 
experience:  Jog  on  beach  with  President-Elect 
Clinton,  who  offers  him  State  Dept.  job. 
Strategic  valentines:  Harold  Brown  ("...such  an 
important  theoretician  and  practitioner  of  national 
security  policy...");  McGeorge  Bundy  ("...soon  to 
publish  a  landmark  book  on  the  role  of  nuclear 
weapons...");  Robert  McNamara  ("...a  key  figure  in 
the  history  of  the  nuclear  age...");  Gorbachev  {Times 
"Man  of  the  Decade");  et  cetera,  et  cetera,  et  cetera. 
Backed  really  weird  wrong  horse:  Bobby 
Ray  Inman,  for  Secretary  of  Defense 
Brilliant  military  prediction  (#1):  Iraqis 
would  be  "every  bit  as  tough  a  military  and  strategic 
challenge  to  the  U.S."  as  the  Vietnamese.  (1990) 
Brilliant  military  prediction  (#2):  Dismissed 
threat  to  U.S.  troops  in  Somalia  by  "Toyota  Land 
Cruisers  mounted  with  recoilless  rifles  manned  by 
boys."  (1992) 

Relax,  Warren:  "Enough  promotions  for  Strobe 
Talbott."  (Bob  Dole,  after  he  and  31  Republicans  tried 
unsuccessfully  to  block  Talbott 's  confirmation  as 
Deputy  Secretary  of  State.) 
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MENT  (VERSUS  THE  OLD) 


COCKTAIL 

CANAPE 
CASUALTY 
WAR  ROOM  LOCALE 
TEMP 


OLD 

Scotch  whisky 


NEW 


Nuts  and  bolts 
Forrestal 
Pentagon 


in  case  or 

EMERGENCY,  CALL 


Clark  "Integrity"  Clifford     Lloyd  "Probity"  Cutler 
Ed  Williams  Bob  Bennett 


8,000-LB.  GORILLA 


'DID  YOU  SEE  WHAT 
 SAID  TODAY?" 


Punch 
Scotty  Reston 


Pinch 
Bill  Saflre 


LOOKS  GREAT  IN  A 
SAFARI  JACKET 


CONSENSUAL 
ACTIVITY 


EXCUSE  ME, 
BUT  AREN'T  YOU 
WITH  THE  BAND? 


David  Halberstam 
Sex 
Sinatra 


WolfBlitzer 
Safe  sex 
Streisand 


SECRETIVE 
BILLIONAIRE 


"THINGS  ARE  SO 
BUSY  WE  CAN  ONLY 
GET  AWAY  FOR...' 


Howard  Hughes 
A  couple  of  weeks 


Kirk  Kerkorian 
A  long  weekend 


POLICY  PETRI  DISH 


ANCHOR  CRITERION 


HATCHET  MAN 
AMICUS  CURIAE 


LIFE  IS  TOUGH,  BUT 
HE'S  TOUGHER 


Brookings 
Talent 
Bobby  Kennedy 
Erie  Stanley  Gardner 
Clint 


Manhattan  Institute 
Looks 
James  Carville 
John  Grisham 
Arnold 


THE  MOUTH 
THAT  ROARS 


Walter  Winchell 


Larry  King  • 
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Air  travel  comes  full  circle. 


V"  is  for  Virgin  Atlantic  Airways.  And  when  you  fly  us  to  London,  you're  treated  the  way  passengers  used  to  be  treated.  With  more 
jmity.  And  more  personal  service.  In  Upper  Class®~our  business  class-we'll  pick  you  up  m  a  free,  private  limo.  On  board,  relax  in  a  huge 
eper  seat.  And  on  select  flights,  you'll  enjoy  our  masseuse.  Even  Economy  Class  has  a  video  screen  at  every  seat.  It's  the  way  it  should  be. 
Virgin  Atlantic  Airways.  Take  us  for  all  we've  got.  For  information  or  reservations,  call  your  travel  agent  or  Virgin  at  800-862-862 1 . 


tH^^M  \  ii 


virgin  atlantic 

rgin  flies  to  London's  Heathrow  from  JFK,  Newark,  Los  Angeles  and  San  Francisco,  and  to  Gatwick  from  Boston,  Miami,  Orlando  and  Milwaukee  (via  Midwest  Express). 
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IF  YOU  MUST 
CLIMB  IT,  OUR 
ADVICE  IS- 


TAKE  MART  H  i 


v  


ra*fc 


Jjt   --— 


i~~T  


Y'ou  don't  need  pitons 
and  ropes  to  climb  Kiliman- 
jaro. There  are  no  sheer  cliffs 
on  the  northwest  ascent.  But 
there  aren't  any  amenities  either,  just  six 
grueling  days  of  dust,  scarce  water,  out- 
houses, unheated  huts,  and  the  hovering 
threat  of  altitude  sickness.  But  doing  it 
with  Martha  Stewart 
softens  the  blows. 

Martha  and  I  anc 
another  friend,  Sharon 
Patrick,     plus  two 
guides  and  ten  porters, 
were  climbing  Africa's 
highest  mountain. 
The  baggage  included 
brush-on  blush,  36 
liters  of  bottled  water, 
and  other  creature 
comforts.  The  wild- 
flower  collages  and 
flambeed  bananas 
were  brainstorms 
of  Martha,  who 
espouses  gracious 
living,  even  at  19,340  feet. 

This  will  not  surprise  Mar- 
tha's fans,  those  many  thousands 
of  aspiring  hostesses  who  buy  her 
entertaining  books,  subscribe  to 
her    magazine    and  watch 


I  'At 


(Top)  Martha  models  some  of 

the  local  fauna.  (Center) 
Mulling  through  the  collection 
of  Out  Of  Africa  coordinates  in 


"Martha  Stewart  Living"  on  TV.    her  matched  set  of  L.L.  Bean  duffels. 
While  we  had  economically  (Bottom)  As  the  party  trudged  along, 


packed  our  oldest  and  most 
expendable  clothes,  Martha's 
approach  was  more  aesthetic. 
"Tomorrow  I  think  I'll  wear  rus- 
set," she  would  announce, 
mulling  through  the  collection  of 
Out  Of  Africa  coordinates  in  her 
matched  set  of 
L.L.  Bean  duffels. 

Over  frilly  La 
Perla  lingerie — 
"In  these  condi- 
tions you  have  to 
pamper  yourself  to 
feel  feminine" — 
she  pulled  on  Lycra 
tights.  "The  sup- 
port is  so  good  for 
your  circulation."  A 
khaki  down  jack- 
et— "I  really  love 
this  jacket."  A  white 
cashmere  sweater- — 
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"Martha's  mind  raced  ahead  . 
at  a  furious  pace,  devising 
new  formats for  TV  projects, 
reacting  to  the  environment, 
yearningfor  the  ingredients  to 
make  Delta  mint  iced  tea. " 


but  not  an  expensive  one," 
opped  off  with  the  in- 
evitable safari  hat.  "You 
need  the  brim  to  keep  off 
the  sun."  Defying  the  pre- 
vailing selection  of  Day-glo 
sporting  goods  at  Eastern 
Mountain  Sports — "I  don't 
understand  why  they  make 
everything  in  such  inap- 
propriate shades"  — 
Martha  had  pur- 
chased nothing  but 
I    "earth  colors,"  camou- 
flaging herself  so  suc- 
cessfully that  at  the 
summit  we  lost  her 
V    I  for  four  hours. 

The  trick  to  getting 
/  there  is  gradual  ascent, 

and  gradually  did  we 
three  ascend.  Trudging 
along,  while  our  feet 
I  were  moving  at  a  mere 

one  step  per  second, 
Martha's  mind  raced 
ahead  at  a  furious  pace, 
devising  new  formats  for 
TV  projects,  reacting  to  the  environment — "this 
must  be  'alpine  meadow'  habitat" —  yearning  for 
the  ingredients  to  make  Delta  mint  iced  tea. 

AFTER  SIX  STRAIGHT  HOURS  OF 
plodding  uphill  into  the  meager  air, 
the  other  two  of  us  would  summarily 
collapse  in  our  boots  while  Martha 
took  her  tin  cup  straight  to  the  Horombo  Hut's 
communal  trough  for  an  icy  outdoor  sponge 
bath.  "I  feel  so  much  better  when  my  neck  and 

ears  are  clean,"  and 
to  launder  her  socks, 
which  never  dried. 
"It  must  be  that  the 
air's  too  thin." 

To  counteract 
altitude  sickness  we 
had  been  warned 
to  drink  inordi- 
nate quantities  oi 
water.  "The  goal 
is  to  generate 
'gin-clear'  pee. 
So  we  forced 
ourselves  to  guz- 
zle liter  aftei 
liter  until  we 
came  to  dread  it; 


Jazz  musicians 
rave  about  our  sole. 


«  « 


Genuine  oak-leather  soles.  A  solid  foundation  around  which  the  finest 
shoes  art'  made.  By  practiced  artists,  using  the  highest  quality 

materials.  Creating  a  style  as  classic  as  Duke  Ellington  at  the 
piano.  For  more  information  or  a  brochure,  call  l-800-235-2348.(BU) 


Allen 
Edmonds 


What  goes  in  must 
come  out,  and  alas, 
by  early  evening  the 
rudimentary  toilets 
in  camp  would  be, 
suffice  to  say,  un- 
pleasant to  contem- 
plate. We  therefore 
resigned  ourselves 
to  the  Great  Out- 
doors, but  along 
the  trail,  the  shel- 
tering rocks  got 
scarcer  and  scarcer. 
The  only  solution  was, 
onlookers-be-damned, 
to  drop  trou  almost 
anywhere,  an  act  Mar- 
tha performed,  I  can 
report,  with  character- 
istic aplomb. 


(Top)  "She  hacked  away  at 
scrawny  chickens  with  her 
Swiss  Army  knife,  transforming 
them  into  extraordinary  risotto. 
(Right)  Midway  to  the  summit. 
(Below)  Artfully  spilled  salt 
provided  "The  Snows  Of 
Kilimanjaro." (Bottom)  "The 
guides  concluded  it  was 
simply  easier  for  Martha 
to  commandeer  the  cookhouse. " 


ALTHOUGH 
all  three  of 
us  by  coin- 
c  i  d  e  n  c  e 
had   Mary  Baker 
Eddy  disciples  in  our 
ancestry,  whenever 
nausea  or  headache 
threatened,  we  over- 
came Christian  Sci- 
ence   scruples  and 
popped  aspirins,  bol- 
stering that  with  partial 
doses  of  Diamox.  I  had 
one  brief  bout  of  queasy 
altitude  sickness,  wiped 
out  by  a  dose  of  Martha's 
cabbage  chicken  soup. 
Felled  herself  for  a  few 
hours  one  afternoon,  she  lay  on  her  cot 
dictating  kitchen  instructions  until  frus- 
tration overcame  her,  and  she  roused  her- 
self to  oversee  shelling  the  beans. 

Customarily,  the  guide  you  hire  dou- 
bles as  cook.  We  were  fortunate  to  have 
two  of  the  major  trail  guides  on  the 
mountain:  Joerg  Bondzio,  a  German 
who  came  over  in  1987  to  instruct  the 
mountain  rescue  corps.  The  corps  is 
now  headed  up  by  our  other,  native 
guide,  William  Francis.  Their  trail 
expertise,  sadly,  doesn't  transfer  to 
the  kitchen,  and  winding  up  a  six- 
hour  hike  with  greasy,  smoky  fried 
beef  and  potatoes  simply  was  not 


acceptable  Martha 
Stewart  living. 

Martha's  first  ap- 
proach was  coaching. 
Squinting  through  the 
smoky  fog  from  the  wood 
fires  in  the  cookhouse, 
she  declared  that  "Smoke, 
as  a  flavor,  is  passe,"  and 
called  for  covers  on  all  the 
pots.  She  was  sufficiently 
persuasive  that  the  Chagga 
orters  took  to  covering 
every  single  dish 
with  little  inverted 
napkins,  so  that  our 
meals  were  set  out 
on  the  table  like  lit- 
tle tented  cities. 

Baffled  in  trying 
to  prepare  Martha's 
special  tomato- 
based  macaroni — 
"You  start  with  a 
basic  cheese  sauce" — William 
concluded  that  it  was  easier  for 
Martha  simply  to  commandeer 
i  the  cookhouse.  Outfitted  in  sun 
goggles  to  help  ward  off  the  bil- 
j       lowing  smoke,  she  hacked 
away  at  scrawny  chickens  with 
her  Swiss  Army  knife,  trans- 
forming them  into  extraordi- 
nary risotto. 

Appalled  that  our  crew 
hadn't  brought  along  any 
spices,  Martha  learned  to  say 
"pepper"  in  Swahili  and  can- 
vassed the  camp  asking  for 
pilipili  until  she  found  a  porter  who 
had  some  folded  in  a 
paper  in  his  pocket.  "I 
knew  somebody  would 
have  to  have  pepper." 

Meal  preparation 
became  a  rowdy  inter- 
cultural  trade  off.  The 
porters  would  teach  us 
the  kitchen  vocabulary 
maji — water,  kijiko — 
spoon)  and  we'd  show 
them  how  to  steam  the 
beans  al  dente. 

Martha  was  dying  to 
make  a  Tobler  chocolate 
souffle  at  15,000  feet.  "All  I'd 
need  is  a  bunch  of  peeled, 

FORBES  89 


clean  twigs  to  use  as  a 
whisk."  But  by  the  fourth 
day,  when  we  got  to  Kibo 
Hut,  we  were  above  the 
tree  line,  and  firewood  was 
scarce.  Plus  we  were  saving  . 
all  our  energy  for  the  summit,  Wf**«~ 

Kibo  Hut  is  above  15,000  gjjp 
feet,  and  customarily  you 
sleep  there,  wearing  all  your 
clothes  (in  our  case,  eight 
layers)  and  then  get  up  at 
midnight  to  slog  the  last 
3,000  feet  by  flashlight  in  order  to  arrive  at 
the  summit  in  time  for  sunrise. 


u 


NLIKE  THE  TWO  OTHER  CAMPS 

with  four-person  A-frames,  Kibo's 
accommodations  are  a  single,  drafty 
bunkhouse  with  climbers  fighting  over 


the  inadequate  number  of  cots.  We  were  meant 
to  go  to  sleep  at  seven,  right  after  dusk  and  the 
communal  meal  of  beef  goulash.  But  a  young 
woman  in  the  next  bunk  had 
turned  blue  from 
the  altitude,  and 
our  own  concern 
for  her,  plus  the 
other  guides  fuss- 
ing over  her,  kept 
us  awake. 

Meanwhile  our 
guide  Joerg,  who 
was  trying  to  con- 
ceal the  same  af- 
fliction in  himself, 
overslept,  and  it 
was  we  who  rousted  | 
him  out  of  bed  at 
1  a.m.  After  found- 
ering around  for 
another  half-hour, 
rounding  up  walk- 
ing sticks  and  bor- 
rowing gaiters  from  our 
climber-friend  Sandy  Pitt- 
man  to  keep  out  the  dust,  we 
stumbled  out  and  up. 

We  two  went  ahead  with 
William  Francis,  while  1 
Martha  and  Joerg  followed  j 
somewhere  behind  in  the  I 
pitch-darkness.  The  last  1 
leg  is  virtually  perpendicu-  I 
lar.  You  zig-zag  uphill 
trudging  through  the  heavy 
gravel  "slag."  Every  step 
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(Top)  Perfectly  attired 
above  the  tree  line. 
(Above)  Some  of  the 
ten  porters.  (Left)  The 

Ascent  Of  Woman: 
"Martha  simply  went  on 
by  herself  reaching 
the  summit  alone. " 
(Below)  "Reunited between 
the  two  peaks,  we  waited 
while  Martha  dusted  herself 
with  blush,  and  we 
borrowed  a  camera 
to  record  the  moment. " 


YOU  HAVE  REACHED  6ILMANS  POINT 
5680M.  A.S.L. 


we 


takes  tremendous  ef- 
fort. We  totally  lost 
track  of  Martha  except 
for  once  when  she 
called  up  to  us  to  pose 
for  a  flashbulb  picture. 

Kilimanjaro  is  a 
double  challenge.  It 
counts  as  a  summit 
when   you  reach 
Gilman's  Point  on 
the  rim  of  the  crater. 
But  to  reach  the  official 
summit,  you  follow 
around  the  rim  of  the 
crater   for  another 
thousand  feet. 

When  the  two  of  us 
reached  Gilman's, 
Martha  was  nowhere 
in  sight,  and  we 
pushed  on  to  Uhuru, 
proud  of  ourselves 
but  disappointed  for 
Martha,  who  had 
wanted  to  summit 
most  of  all. 

We  should  have 
known  better.  Stumbling 
back  to  Gilman's,  we 
came  upon  Martha  alone. 
Joerg  had  started  throw- 
ing up  and  turned  back, 
handing  over  Martha  to  a 
chain  of  eight  young 
German  hikers.  When 
they  subsequently  turned 
back,  Martha  simply 
went  on  by  herself,  reach- 
ing the  summit  alone,  the  j 
resplendent  Snow  Maid 
Of  Kilimanjaro.  Reunited 
between  the  two  peaks, 
waited  while  Martha 
dusted  herself  with 
blush,  and  we  bor- 
rowed a  camera  to 
record  the  moment. 

It  took  three  hours 
to  get  back  down. 
Along  the  way,  it  start- 
ed to  snow,  big,  thick, 
perfect  Martha  Stewart 
iving  flakes.  • 


Li 


iharon  King  Hoge| 
the  Insatiable  Shopper. 


It  takes  12  miles  of  cotton  to 
make  a  Lands'  End  Pinpoint  Oxford 
And  that's  just  the  beginning. 


W'hen  you  put  on  a  Lands'  End 
Pinpoint,  you  notice  right 
away  how  silky  smooth  it  feels. 

That  comes  from  the  extremely 
tight  weave  of  our  Oxford  fabric  - 
a  weave  that  wouldn't  be  possible 
without  a  very  fine  cotton  yarn. 

Now,  we're  not  just  spinning  a 
yarn  when  we  tell  you  that  ours 
is  very  fine.  It's  what  shirtmakers 
call  an  80's  2-ply  yarn. 

And  actually,  it  takes  more 
than  12  miles  of  it  to  make  one 
of  our  Pinpoints  -12  miles,  946 
feet,  to  be  exact. 

Some  off-the-cuff 
remarks. 

These  beauties  are  made  with 
the  kind  of  Old  World  tailoring 
you  don't  find  much  anymore, 
even  in  the  Old  World. 

Each  one  takes  69  different 
sewing  steps,  for  example. 

The  shoulders  have  an  authen- 
tic, English-style  split  back 
yoke.  Which  simply  means  the 
yoke  -  the  part  that  goes  over  the 
shoulders  -  is  cut  in  four,  then 
sewn  back  together.  This  allows 


it  to  g-i-v-e  a  little  when  you  move. 

You  can  also  pat  us  on  the 
back  for  the  full  box  pleat  on  the 
back.  It  opens  up  when  you  reach 
across  a  table. 
So  the  shirt  feels 


roomier. 

The  yoke  is  split  -       We're  even 

and  that's  no  yoke.     fussy  about  Our 

buttons.  They're  classified  as 
"super  durable"  in  the  trade.  (Only 
62  buttons  in  the  whole  world  are.) 
And  our  buttonholes  are  just  as 
durable;  each  is  edged  with  120 
lock  stitches,  so  it  won't  fray. 

The  price  sews  it  up  - 

Maybe  you  can  find  Pinpoints 
with  quality  like  ours  at  those 
snooty  men's  stores.  But  we 
doubt  you'll  find  anything  like 
our  prices. 

Or  anything  like  our  assortment 
Solids,  stripes,  tattersalls.  French 
cuffs  and  plain  cuffs.  Buttondowns, 
tab  collars,  straight  collars.  And 
more  sizes  than  you  can  shake  a 
yardstick  at 

See  for  yourself.  Call  and  ask  a 


friendly  Lands'  End  operator  for 
our  catalog,  which  has  lots  of 
other  fine  clothes  too  -  for  you 
and  the  rest  of  the  family. 

You'll  find  it's  a  lot  nicer  doing 
business  with  us,  anyway.  We  ship 
in  just  two  days,  almost  everywhere. 
And  everything  comes  with  our 
full,  unconditional  guarantee. 

Even  that's  tailored  a  little  nicer. 


©1994  Lands' End,  Inc. 
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For  our  free  catalog,  call 
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1-800-356-4444  (in  Canada,  too). 

Or  send  in  this  coupon. 

□  Lands'  End  catalog    □  Men's  catalog 
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Mail  to:  1  Lands'  End  Lane,  DodKeville.Wl  53595 


;on.  You 
you  see  i 


e  season.  You  look  up  one  morn- 
na,  and  you  see  smoke  coming  over 
theMist apt  ridge.  It  is  thick,  orange- 
b^own,  rapiing,  heavy,  growing  as  you 
watch  it  tower  to  a  thousand  feet 
against  a  blue  sky  recently  wiped  clear 
of  smog  by  the  Santa  Ana  winds  from 
the  desert.  The  grease-filled  chaparral 
that  covers  the  Malibu  hills  to  the 
nortlf  and  west  is  in  flame.  By  mid- 
afternoon,  the  pall  of  smoke  reaches 
miles  out  to  sea.  The  local  television 
stations  pre-empt  all  programming 


You  are  three  or  four  miles  from  the  front,  and  the  fire  is  eating  east  slowly,  against  the  wind 
towards  you.  If  the  wind  shifts,  anything  can  happen,  as  it  did  here. 


cover  the  blaze.  Fiction  cannot  compete  with  the  reality 
of  the  fire.  Walls  of  flame  60,  70,  80  feet  high  race  down 
the  canyons  driven  by  high  winds.  Houses  smolder, 
flicker,  and  then  explode.  You  see  survivors  standing  in 
the  blackened  ruins  of  their  homes.  You  have  a  front  row 
seat  at  a  preview  to  the  Apocalypse. 

But  you  are  miles  away.  There  are  many  houses 
between  you  and  the  first  range  of  brush-covered  hills. 
The  fire  is  yet  another  range  of  hills  away.  So  you  leave  the 
TV  on,  but  muted,  and  you  try  to  go  about  your  business. 
You  glance  out  the  window  every  once  in  a  while,  because 
the  fire  is  there,  a  looming  presence  at  your  shoulder. 

By  late  afternoon,  authorities  are  suggesting  that  you 
pack  your  car  and  leave  it  facing  out  the  driveway.  You 
assume  they  are  premature.  It  is  too  big  a  step.  You  don't 
want  to  do  that  yet.  It  is  an  admission  that  everything 
you  have  could  go  up  in  smoke.  You  watch  TV  more, 
and  go  about  your  business  less.  You  hear  reports  of  the 
wind's  capriciousness,  of  houses  spared  in  the  midst  of  a 
firestorm,  of  embers  flown  by  the  wind  to  burn  a  house  a 
thousand  yards  from  the  fire  front.  The  wind  shifts,  and 
the  fire  races  a  mile  in  minutes,  unchecked  by  the  fire 
fighters'  desperate  bravery.  A  mile  in  minutes.  You  are 
three  or  four  miles  from  the  front,  and  the  fire  is  eating 
east  slowly,  against  the  wind,  towards  you.  If  the  wind 
shifts,  anything  can  happen.  A  mile  in  minutes.  You 
pack  the  cars. 


What  do  you  take?  You  stand  in  your  house  looking  at 
the  accumulation  of  19  years  of  marriage,  of  two  children, 
of  friends,  family,  trips.  What  do  you  take? 

Take  the  children.  That's  easy.  Take  your  computer 
that  stores  the  works-in-progress  and  the  work  of  past 
years.  Your  wife  takes  her  cello,  her  jewelry.  Take  the 
framed  photographs  and  the  albums,  because  we  are  tied 
to  our  history,  creatures  seeking  continuity  in  our  pas- 
sage. Take  the  checkbooks. 

After  that  it  becomes  more  haphazard. 

The  children  pack  in  their  rooms,  clothes,  favorite 
stuffed  animals,  pictures,  pieces  of  silver  jewelry,  books 
given  to  them  and  inscribed  by  their  grandparents.  "Archie" 
comics,  the  iguana,  Sir  Lancelot,  in  his  travel  case.  One 
child  takes  her  school  books,  one  leaves  hers  to  burn. 

You  wander  room  to  room  picking  things  up  and 
putting  them  down.  You  look,  but  you  do  not  see.  You  go 
back  to  your  office  and  check  the  file  cabinet.  Take  the 
insurance  folder,  the  house  documents,  the  file  of  person- 
al letters.  You  wander  again.  You  pack  your  fishing  gear,  a 
silver  flask,  the  silver  cigarette  case  that  belonged  to  your 
grandfather,  with  the  1890s  inscription  from  a  woman 
who  loved  him  but  was  not  your  grandmother.  The 
appointment  book.  The  wooden  whale  your  brother-in- 
law  carved.  Clothes.  They  seem  unimportant,  but  you 
take  armfuls  still  on  their  hangers  and  lay  them  out  on 
top  of  the  other  things  in  the  car  trunk. 
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Your  wife  is  having  trouble  deciding  what  music  to 
take  with  the  cello.  You  look  at  the  books  in  your  office, 
at  the  leather-bound  Encyclopedia  Britannica,  the  unread 
novels,  the  biography  of  Picasso  with  the  bookmark  at 
page  183.  Your  wife  packs  The  Oxford  Book  of  Children's 
Verse,  not  because  it  is  better  than  others,  but  as  a  token, 
a  representation  of  the  books  left  behind. 

You  look  at  the  paintings  on  the  walls  and  realize  that 
they  are  too  big  to  fit  in  the  cars.  Your  wife  takes  the 
paintings  her  mother  did,  the  smaller  works  that  fit  eas- 
ily, the  drawing  by  Howard  Pyle  that  you  treasure  but 
forgot.  You  take  the  cameras,  some  bedding.  The  cars 
are  packed.  The  house  remains  full.  It  won't  be  a  prob- 
lem, you  hope.  The  act  of  packing  is  the  guard  against 
fire,  you  hope.  If  you  had  not  done  it,  the  fire  would 
inevitably  arrive. 

The  smoke  is  thicker  on  the  hills.  As  darkness  comes, 
the  smoke  turns  orange,  lit  from  below  by  the  fires  that 
breed  it.  You  decide  to  go  if  you  see  flames  from  the  liv- 
ing room  windows. 

At  ten  at  night  you  see  them,  a  dancing  red  fringe  on 
the  ridge  line  three  miles  away.  A  mile  in  a  couple  of 
minutes.  You  get  in  the  cars,  and  go. 

There  was  a  moment,  before  the  flames  were  visible, 
when  you  looked  around  the  house  and  knew  that  all  that 
was  left  was  replaceable,  renewable,  the  result  of  constant 
and  often  unconscious  gathering  of  things  over  the  years. 
You'll  be  fine  without  it.  It's  just  stuff".  A  mile  from  the 


house  you  regret  the  things  you  did  not  take — a  painted 
eggshell  done  by  your  daughter,  an  old  Zippo  lighter,  a 
couple  of  photographs  you  had  meant  to  pack  the  next 
time  through  that  room,  the  paintings  which  you  can 
never  replace.  The  passports.  Where  the  hell  are  the 
passports?  If  you  forgot  them,  what  else  did  you  forget? 
You  wish  you  were  more  systematic,  more  orderly.  Your 
wife  has  them.  She  is  cooler  and  more  methodical  in 
slow-growing  crises. 

THE  NEXT  DAY  THE  FIRE  IS  STILL  THERE, 
and  so  is  the  house.  From  the  roof  you  can  watch 
the  airplanes  and  helicopters  bombing  the  flames 
with  sea  water  and  the  orange  fire  retardant  Phos-Chek. 
The  wind  has  abated.  The  fire  fighters  are  winning. 
There  is  a  flare-up  in  the  middle  of  the  afternoon.  You 
see  it  on  television,  and  when  you  look  out  the  window, 
you  see  it  in  reality.  You  leave  the  cars  packed  and  add  a 
few  small  items,  but  it  is  without  conviction. 

By  evening  the  smoke  has  no  urgency  on  the  hills 
near  you.  But  on  the  western  edge  of  the  fire,  20  miles 
from  where  you  are,  people  stand  in  their  houses  and 
wonder  what  to  take.  You  want  to  say  to  them,  take  the 
very  personal  and  the  very  practical,  and  leave  all  the  rest 
to  chance. 

The  next  day  you  unpack  the  cars.  • 

David  Taylor  writes  movies  in  Los  Angeles. 


fter  a  Ion 

day  in  Manila 

that  included 

breakfast  with 
the  bankers  and  dinner 


with  the  developers,  isn't  it  wonderfu 
to  come  home  to  the  warmth  of  Mandarin  Oriental. 
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MANILA 
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On  a  recent  (off-season)  pilgrimage,  we 
were  delighted  to  find  that  since  the  dollar 
has  stood  firm  against  the  lira,  Venice  is  still 
an  affordable  fantasy.  Perhaps  owing  to  eco- 
nomic recession  in  Europe  and  a 
slump  in  high-end  tourism,  ser- 
vices in  Venice  are  more  smoothly 
gracious  than  ever.  Dining  at  many 
of  the  city's  top  restaurants  is  a  rel- 
ative bargain.  Actually  sleeping  in 
Venice,  however,  is  another  matter 
entirely  (see  Where  To  Lodge). 

WHEN  TO  GO  AND 
HOW  TO  GET  AROUND 

September  and  October  are  the 
most  congenial  months.  April 
and  May  run  a  close  second, 
although  the  crowds  come  with 
Carnevale  and  Easter,  and  a  lot  of  kids 
clamor  through  on  school  trips  during 
April.  Frequent  visitors  say  they  favor 
winter,  when  the  streets  are  desolate 
and  fogbound.  By  all  means  avoid  the 
overheated  throngs  from  June  through 
August. 

inner-city  travel:  One  of  the  rea- 
sons Venice  feels  like  no  other  city  on  the 
planet  is  that  it  is  made  up  of  some  117 
islands  threaded  by  150  canals.  This  means: 

1)  the  city  is  eerily,  blessedly  car-free;  and 

2)  the  fastest  mode  of  transport  is  walking. 
Venice  is  compact  enough  that  you  can  trek 
the  distance  between  high  points — say,  from 
the  Basilica  of  San  Marco  to 
the  16th-century  high  rises  of 
the  Ghetto  in  the  northern- 
most sestiere  of  Cannaregio — 
in  a  half-hour  or  so.  And 
assuming  you  don't  fall  into  a 
canal,  Venice  is  also  remark- 
ably safe  for  late-evening 
strolls. 

For  longer  distances  with- 
in the  city  and  to  neighbor- 
ing islands  you'll  want  to 
take  the  vaporetto,  or  water 
bus  (three-day  passes  are 
available),  rather  than  the  extortionate  water 
taxis.  Besides,  a  leisurely  vaporetto  ride  at 
twilight  is  perhaps  the  best  way  to  view  the 
lacy  Moorish  balconies  of  the  palazzi  bor- 
dering the  Grand  Canal.  But  do  treat  your- 
self to  the  taxi  on  your  way  back  to  the 
waterside  airport;  the  fare  will  be  about  $70, 
and  can  be  arranged  by  the  concierge  of  your 
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"They're  called 
gondolieri".  ..If you  re 
eager  for  a  gondola  ride, 
establish  the  cost 
and  length  of  the  ride 
with  the  gondolier 
before  setting  out. 
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A  double  room  at  the 
Gritti  Palace — marble 

baths  with  Venetian 
glass  chandeliers,  gilt- 
wood  mirrors,  brocaded 
bed  hangings — for  the 
independently  wealthy. 
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hotel.  If  you're  eager  for  a  gondola  ride — 
and  we're  not  the  folks  to  consult  about  such 
an  enterprise — establish  the  cost  and  length 
of  the  ride  with  the  gondolier  before  set- 
ting out;  figure  on  $45  to  $60  for  around 
50  minutes  (prices  here  and  below  have 
been  converted  at  the  rate  of  1,600  Ital- 
ian lire  per  U.S.  dollar). 

USEFUL  ADDRESSES  AND  CUR- 

|  rent  events:  Your  hotel  will  pro- 
I  vide  the  free  booklet  called  Un  Ospite 
I  di  Venezia,  a  biweekly  guide  to  current 
museum  shows  (like  the  blockbuster 
exhibitions  at  the  Palazzo  Grassi), 
theater  and  opera  performances,  and 
other  points  of  interest.  For  all  desti- 
nations, have  your  concierge  draw 
you  a  map,  as  addresses  in  this 
labyrinthine  city  are  predictably 
elusive. 

WHAT     THE  GUIDEBOOKS 

don't  tell  you:  Venice  is 
dizzying.  Literally.  What  with 
water  continually  slapping  at  your 
heels  and  intermittent  boat  rides,  the  whole 
city  seems  to  undulate  gently,  and  a  brief] 
visit  may  not  give  you  the  chance  to  steady! 
your  gyroscope.  It's  all  part  of  the  heady, 
floating  aura  of  the  place,  but  pack  Dra- 
mamine  just  in  case. 

WHERE  TO  LODGE 

If  you're  independently  wealthy: 
Numerous  Venetian  hotels  dub  them-j 
selves  deluxe,  but  only  a  few  earn  thej 
title  and  the  price  tag.: 
(Note:  prices  listed  below 
are  the  published  rates,  but 
in  this  sluggish  economy, 
you  have  some  leeway; 
try  to  negotiate  for  a  bet- 
ter rate  when  you  reserve 
your  room.) 

For  a  double  room  near] 
the  Piazza  San  Marco,  the 
Gritti  Palace  is  your  best 
choice.  In  this  category,  the 
Danieli  is  often  mentioned,  but 
that  noble  caravansary — on 
the  fast-food  promenade  of  the  Riva  degli 
Schiavoni — has  seen  better  decades.  The 
Gritti,  on  the  quiet  square  of  Santa  Maria 
del  Giglio,  is  half  as  large  and  twice  as  ele- 
gant, though  the  reception  may  be  cooler. 
An  airy,  high-ceilinged  double  with  marble 
bath  at  the  Gritti  is  likely  to  have  Venetianj 
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glass  chandeliers,  giltwood  mirrors,  and 
brocaded  bed  hangings;  smaller  doubles  are 
decorated  with  painted  boiserie.  Figure  on 
S3";o-$375  plus  13%  VAT  for  a  double,  breakfast 
not  included.  (Reservations  can  be  made 
by  calling  800-221-2340  in  the  U.S.) 

The  Hotel  Cipri- 
ani, that  snug,  circa 
[950s  enclave  on  the 
island  of  the  Giudecca 
icross  the  lagoon,  offers 
:ushy  respite  from  the 
hordes.  One  devotee 
told  us  that  staying 
there  is  like  being  in  the 
Seychelles.  And  that's 
the  problem:  you  get 
ittle  sense  of  the  frayed 
:harm  of  Venice,  plus 
:he  inconvenience  of 
Deing  a  boat  ride  away — 
lowever  brief,  frequent 
md  free  the  ride.  Still,  if  for  some  reason 
^ou  find  yourself  in  Venice  during  the  sum- 
Tier,  yearning  for  a  swimming  pool  and  ten- 
lis  courts,  this  is  the  place  for  you.  For  one 
?f  a  handful  of  lavish  junior  suites  at  pool- 
side  (around  $900  per  day,  including  taxes 
ind  breakfast),  book  very  far  in  advance. 
Standard  doubles  run  about  $45o-$6oo;  the 
■ooms  on  the  low  end  are  surprisingly  small 
ind  perfunctorily  furnished.  (Telephone: 
311-39-41-5207744;  fax:  520-3930.) 

Two  of  the  most  stunning  suites  to  be 
:ound  in  the  San  Marco  sestiere  are  numbers 
508  and  367  at  the  Hotel  Luna 
Bacylioni  The  hotel's  lobby  has  recently 
?een  refurbished  in  screamingly  bad  taste; 
lever  mind.  For  around  $8oo-$95o  you  get 
:wo  rooms  and  acres  of  terrace  with  the 
nost  spectacular  private  view  in  town:  over- 
ooking  the  public  gardens,  and  across  the 
agoon  to  San  Giorgio  Maggiore.  (1243, 
2alle  Vallaresso.  Telephone  in  the  U.S.: 
500-346-5358.) 

IF,  HOWEVER,  YOU  WORK  FOR  A  LIV- 
ING: Near  the  above-mentioned  hotels  in 
he  San  Marco  area,  on  the  Calle  Larga  XXII 
Vlarzo,  you'll  find  the  Hotel  Flora,  an 

tinassuming  hostelry  on  the  order  of  a  pen- 
\ione,  somewhat  down  at  the  heels,  whose 
ittractions  are  a  pleasant  garden,  a  conve- 
lient  location  two  minutes  from  the  Piazza, 
ind  a  flat  double  room  rate  of  just  over  $150. 
fhe  acceptable  rooms  are  numbers  3,  15,  23, 
i6  and  47,  so  reserve  these  well  in  advance. 
Telephone:  5205844;  fax:  5228217.) 
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THINGS  TO  DO  ONCE 

Just  about  everyone  will  argue,  "Sure,  at 
Harry's  Bar  they  take  your  money  and 
treat  you  badly,  but  you  have  to  go — for 
..he  Bellinis,  the  carpaccio,  the  history." 

And  indeed,  the  char- 
acters in  Hemingway's 
hilarious  Across  The 
River  And  Into  The 
Trees  spend  most  of 
their  time  lurching 
between  the  Gritti 
Palace  and  Harry 
Cipriani's  bar,  with 
occasional  time  off  for 
duck  hunting: 

'"The  Contessa  is 
not    at    home,  my 
Colonel,'  he  said.  'They 
believe  you  might  find 
her  at  Harry's.' 
'You  find  everything  on  earth  at  Harry's.' 
'Yes,  my  Colonel.  Except,  possibly, 
happiness.'" 

Or  a  seat.  Now,  even  if  you're  a  rabid 
Hemingway  fan  (is  there  any  other  kind?), 
do  you  really  want  to  stand  in  line  for  a  bar 
table  the  size  of  your  lap  so  you  can  be 
ignored  by  waiters  with  a  serious  ennui 
problem  while  you  watch  the  tourists  on 
the  other  side  of  the  room  drink  their  $9 
(bottled)  peach  cocktails?  The  food  is  fine 
in  the  restaurant  upstairs,  but  the  prices 
are  rugged. 

A  more  civil  alternative  lies  across  the 
Giudecca  Canal,  where  you  can  order  up  a 
fruit  drink  at  Cipriani's  luxury  resort.  You 
don't  have  to  be  a  guest  of  the  Hotel 
Cipriani  to  avail  yourself  of  the  compli- 
mentary motor  launch  that  docks  on  the  Riva 
degli  Schiavoni  in  front  of  Harry's.  You  can 
moor  at  the  hotel's  poolside  bar  to  sample 
what  is  allegedly  the  best  chocolate  ice  cream 
in  Venice.  (The  best  pistachio  ice  cream,  on 
the  other  hand,  is  dished  out  at  Paolin  on 
the  Campo  Santo  Stefano.)  Then  stroll  along 
the  comparatively  deserted  quayside  of  the 
Giudecca,  which  affords  a  matchless  perspec- 
tive of  Venice's  low  horizon. 

The  Hotel  Danieli  upset  a  lot  of  locals 
when  it  perpetrated  its  glass-enclosed 
rooftop  restaurant  on  the  bedomed  Venetian 
skyline.  But  you  really  should  elevator  up  to 
the  Terrazza  Danieli  one  morning 
when  you're  in  the  mood  for  a  rousing 
American-style  breakfast  (buffet  $29;  conti- 
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nental  breakfast  $18),  if  only  to  gaze'out 
upon  one  of  the  most  glorious  aquatic  vistas 
of  the  Western  breakfasting  world. 

Of  all  the  squares  in  Venice,  only  one., 
your  guide  will  point  out,  is  desig- 
nated the  Piazza,  and  that  is  San 
Marco.  The  action  in  the  Piazza  is 
ideally  surveyed  from  a  seat  at  one 
of  its  18th-century,  pastel-paneled 
cafes,  Florian  or  Quadri,  which 
face  off  across  the  square  like  two 
aging  debs  on  opposite  sides  of  a 
ballroom.  By  the  late  19th  century, 
both  establishments  were  fabled: 
when  James's  sly  hero  wanted  to 
wangle  the  Aspern  Papers  away 
from  poor  Miss  Tita,  he  took  her 
for  ices  at  Florian's.  Have  tea  or 
cappuccino  (though  if  you  order 
anything  other  than  espresso  after  a 
meal  or  in  the  evening,  Italian 
camerieri  give  you  a  fishy  look),  and 
listen  to  the  cacophony  of  compet- 
ing cafe  orchestras.  Then  too,  like 
many  of  the  squares  of  Venice,  the 
Piazza  is  particularly  appealing  at 
night,  when  it  is  nearly  empty,  and 
your  own  footsteps  resound  along  the 
hushed  colonnades. 

MUST-SEES 

Follow  the  advice  of  everyone  who's 
ever  passed  some  time  in  Venice: 
get  lost.  Given  the  bewildering 
number  of  alleyways  and  rivulets  that  vein 
the  city,  your  map  is  merely  a  suggestion 
anyway.  You'll  happen  upon  one  pic- 
turesque square  after  another,  ranging  in 
scale  from  the  expansive  Campo  Santo 
Stefano  to  the  more  intimate  San  Giacomo 
dell'Orio — its  pigeons,  children  and  foun- 
tain all  softly  burbling.  Visitors  often  note 
that  Venetian  squares  resemble  stage  sets, 
especially  at  night:  witness  Campo  San 
Zaccaria  in  the  moonlight.  Don't  miss  the 
Campo  Santi  Giovanni  e  Paolo,  lorded 
over  by  Andrea  del  Verrocchio's  mag- 
nificently imperious  equestrian  statue  of 
General  Bartolomeo  Colleoni.  Spend  a 
morning  at  the  teeming  produce  and  fish 
markets  near  the  Rialto  bridge. 

The  city's  trove  of  art  is  simply  inex- 
haustible, so  you  might  as  well  begin  with  its 
most  concentrated  collections  of  master- 
works.  The  Accademia  Gallery  houses  some 
of  the  finest  paintings  in  Venice,  from  the 
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intense  mysteries  of  Giorgione  to  the  marzi- 
pan swirls  of  Giambattista  Tiepolo.  For 
over-the-top  displays  of  secular  power,  a  tour 
of  the  Doge's  Palace  on  the  Piazza  reveals 
vast  chambers  of  decorative  wealth. 
Grandest  ecclesiastical  honors  sure- 
ly go  to  the  Basilica  of  the  Frari, 
dominated  by  Titian's  two  altar- 
pieces,  and  Giovanni  Bellini's  beau- 
tifully restrained  triptych  in  the  sac- 
risty. Of  course  for  epic  vibrancy  of 
color  and  drama,  the  50-odd  works 
by  Tintoretto  in  the  Scuola  di  San 
Rocco,  around  the  corner  from  the 
Frari,  are  unrivaled. 

But  the  most  appealing  series  of 
paintings  in  Venice  is  surely  the 
magical  group  by  Carpaccio  in  the 
Scuola  di  San  Giorgio  degli  Schi- 
avoni,  west  of  the  Arsenale.  The 
lush  extravagances  of  Titian, 
Veronese  and  Tintoretto  will  ravish 
you.  But  it  is  Carpaccio's  depic- 
tions of  a  curiously  static  Saint 
George  slaying  the  dragon  in  an 
ossified  wasteland,  and  especially 
of  a  distracted  St.  Augustine  in  his 
study,  attended  by  his  alert  little  terrier,  that 
continue  to  enchant  you  long  afterward. 

MUST-EATS 

Received  wisdom  says  that  Venice  is  a 
tough  town  for  fine  dining,  with 
hundreds  of  restaurants  playing  to 
the  lowest  common  denominator  in 
tourism.  In  this  case,  received  wisdom  has 
got  it  all  wrong.  Restaurant  food  here  can  be 
superb,  and — considering  the  difficulty 
restaurateurs  face  in  obtaining  prime  ingre- 
dients for  the  local  seafood  specialties — it  is 
quite  reasonably  priced.  Remember  that  at 
most  restaurants  in  Venice,  as  throughout 
Italy,  there  is  generally  no  difference  in  the 
menu  at  lunch  and  dinner. 

A  few  basics  concerning  Venetian  cui- 
sine. Exotic  sea  creatures,  a  few  indigenous 
to  Venice  itself,  are  the  great  treasure  of  the 
region — though  some  of  these  tentacled 
beasties  may  appeal  only  to  more  adventure- 
some foreign  palates.  Food  preparation  is 
frequently  delicate,  sparing  with  oils  and 
sauces,  subtle  bordering  on  bland.  In  fact, 
northern  Italian  white  wines,  which  tend  to 
be  bright  and  light  rather  than  full-bodied, 
begin  to  make  a  lot  more  sense  when  tasted 
during  the  course  of  a  seafood  meal  here: 
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such  food  would  be  swallowed  up  by  big, 
oaky  chardonnays.  Another  distinctive 
aspect  of  the  Venetian  dining  scene,  and  a 
real  boon  for  harried  and  overstuffed 
tourists,  is  the  local  custom  of  taking  snacks, 
or  cicheti,  at  the  counter  of  a  bacaro — a 
stand-up  bar — for  a  quick  lunch  or  light 
evening  meal. 

best  sn ac king:  Tiny,  immac- 
ulate Vivaldi,  a  bacaro  less  than  a 
year  old,  has  sprung  up  on  the  site 
of  a  less  successful  restaurant  of  the 
same  name  on  Calle  de  la  Madon- 
na, off  the  southeast  corner  of 
Campo  San  Polo.  The  12  or  so 
dishes  of  the  day  are  all  on  display; 
just  point  them  out  to  the  avuncu- 
lar counterman  and  he'll  make  up 
a  combination  platter,  which  you  can  eat 
standing  up  in  the  front  or  take  to  one  of  the 
five  tables  in  the  back  room  (at  no  extra 
charge).  Offerings  range  from  risotto  to 
grilled  vegetables  to  seafood  dishes  such  as 
grilled  sardines  (sarde),  large  shrimp  (gam- 
beroni),  octopus  (polpo),  and  skewers  of 
squid  {spiedini  di  calamari).  A  luncheon  of 
two  hefty  platters,  plus  two  glasses  of  pros- 
ecco, a  slightly  sweet  and  thoroughly  agree- 
able Italian  sparkling  wine  (from  a  list  of 
wines  by  the  glass  at  75  cents  to  $1.25), 
totalled  $22.  For  a  stand-up  dessert,  go  next 
door  to  the  Antica  Pasticceria  Riz- 
zardini  for  espresso  and  almond  cake 
(torta  mandorle),  a  specialty  of  the  house. 

Other  recommended  restaurants  for  very 
casual  dining  are  the  older  Acciugheta 
on  Campo  Santi  Filippo  e  Gia- 
como,  next  door  to  Conca 
d'Oro  (the  Conca  serves  great 
pizza)  and,  if  you  can  get  past 
the  perpetual  queue  at  the  door, 
Alia  Rivetta  (between  San 
Polo  and  SantAponal). 

BEST  SEAFOOD  IN  VENICE: 

Marcella  and  Victor  Hazan, 
Venetian  residents  and  renowned 
masters  of  the  Italian  food  and 
wine  scene,  typically  begin  their 
cooking  classes  with  a  trip  to  the  Rialto 
market  and  a  meal  at  Osteria  Da  Fiore, 
which  is  by  their  informed  account  one  of 
the  finest  seafood  restaurants  in  Italy.  (The 
Hazans'  popular  six-day  food  and  wine 
course,  conducted  in  the  loft-like  setting  of 
their  own  home,  is  another  excellent  way  to 
enjoy  the  best  of  the  Italian  table.  As  the 
courses  are  run  only  a  few  times  a  year  and 
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strictly  limited  to  six  students,  you  will  need 
to  book  far  in  advance.  For  information,  call 
914-692-7104.) 

No  wonder  every  table  at  Da  Fiore  is 
occupied,  chiefly  by  well-heeled  Venetians, 
by  8:30  in  the  evening:  the  restaurant  out- 
classes competition  in  the  variety  (and  fair 
prices)  of  its  seafood  menu,  the  warmth  of 
its  understated  wood-paneled 
decor,  and  its  accommodating 
service.  Place  yourself  in  the 
hands  of  the  owner,  Maurizio 
Martin,  who  may  suggest  that 
instead  of  ordering  a  three-course 
meal,  you  and  your  dining  com- 
panion share  a  selection  of  what- 
ever's  freshest  that  day.  There  fol- 
lows an  astonishment  of  dishes, 
their  pristine  ingredients  barely 
tampered  with:  lemony  shrimp  tails  with 
sliced  radishes,  shredded  granseola  (spider 
crab),  sweet  shrimp  of  various  sizes,  broiled 
scallop  with  its  coral,  whipped  salt  cod  (bac- 
cald)  with  fried  polenta,  lightly  fried  moleche 
(the  thumb-sized  local  soft-shell  crab) 
served  with  crunchy  raw  artichoke  slivers,  a 
skewer  of  the  tiniest  grilled  squid  (moscardi- 
ni),  and  lemon  sorbet  with  cookies.  All  of 
the  top  names  in  food-friendly  Italian  white 
wine  are  represented  on  the  list  here:  you 
can't  go  far  wrong  with  bottles  from  Livio 
Felluga,  Alois  Lageder,  Jermann,  or  Gravn- 
er,  whose  tocais,  pinot  biancos,  sauvignon 
blancs,  chardonnays  and  newfangled  blends 
are  all  priced  in  the  rational  $i5-$25  range. 
We  enjoyed  a  rare  surfeit  of  shellfish 
for  $90  plus  wine.  (San  Polo  2202, 
Calle  del  Scaleter,  just  behind  the 
Campo.  Closed  Sundav  and  Mon- 
day. Telephone:  721308.) 

For  the  most  inventive  seafood 
?asta  dishes  in  town,  try  Ai  Due 
Vescovi.  The  setting  of  this 
two-year-old  restaurant  is  Califor- 
nia-casual, the  menu  is  translated 
into  English,  the  portions  are  gar- 
gantuan, and  Dolly  Parton  plays 
on  the  sound  system — but  despite  the  con- 
cessions to  tourists,  the  menu  is  seriously 
Italian,  with  a  few  new  twists.  Crab  linguine 
is  creamy  with  crab  coral;  tagliatelle  is  black, 
briny  and  intensely  flavored  with  cuttlefish 
ink,  clams,  mussels  and  shrimp.  A  mound  of 
seafood  fry  has  the  melting  lightness  of  tem- 
pura;  mixed  grill  of  shellfish  comes  with  the 
sweetest  fillet  of  John  Dory  on  a  bed  of; 
nutty  artichoke  hearts.  The  wine  list,  like 
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HOW  DO  75%  OF  THE  COUNTRY'S  LARGEST  COMPANIES 
MANAGE  CORPORATE  AIR  TRAVEL? 


They've  landed  on  the  idea  that  the  most  cost-effective 
/ay  to  manage  air  travel  expenses  is  the  Air  Travel 
ard  Payment  System.  Why?  Because  for 
ver  76,000  U.S.  companies,  including  three- 
)urths  of  the  Fortune  100,  the  Air  Travel  Card 
as  proven  to  be  the  ideal  system  for  tracking 
mployee  travel,  with  customized  billing  options 
nd  detailed  management  reports. 

And  because  we're  the  (Mam '  payment  system,  we 
ave  access  to  travel  data  and  expertise  that  no  one  else  does, 


and  we're  accepted  by  over  200  airlines  worldwide. 
Best  of  all,  the  Air  Travel  Card  is  free-with  no 
annual  fees  and  no  per-card  charges. 
For  more  information,  call 
800-222-4688,  and  learn  how 
your  company  can  travel  with 
the  best  of  them. 

THE  SMARTEST  ROUTE 

Poll  SOD  999  Afl&k  Or  call  202-6264225-or  contort  your 
vail  OW'LL^Wyx)  travel  agent  or  airline  representative. 


You  want  to  preserve  purchasing  power,  not  just  capital.  But  are  global 
beta  divergence,  barbell  duration  and  the  esoterica  of  portf  olio  theory  the 
answer?  Maybe  it's  time  for  some  straight  talk  about  managing  your 

wealth.  If  you  have  $3  million  or  more  of  investible  assets,  call  Peter  E.     The  Private  Bank 

Guernsey,  jr.  at  212.821.3821.  Find  out  why  a  core  portfolio,  separately 
managed  by  UBS,  has  meant  financial  security  for  generations. 


Union  Bank  of  Switzerland,  299  Park  Avenue,  New  York,  NY  10171  Telephone:  (212)  821-3000  Fax:  (212)  821-3498 

( Iffices  in  North  America:  Chicago,  Houston,  Los  Angeles,  San  Francisco,  Toronto,  Montreal 


the  dessert  selection,  is  rather  pared  down. 
We  settled  on  an  unusual  chardonnay-pinot 
noir  blend  called  Nuvizial,  from  the  Friulian 
producer  Puiatti.  At  $20,  it  was  the  priciest 
white  on  the  list  but  flexible  enough 
to  take  us  all  the  way  to  dessert.  The 
tab  with  wine  was  $105  for  two.  (San 
Marco  812A,  Calle  Fiubera;  closed 
Sunday.  Telephone:  5236990.) 

Al  Covo  makes  an  excellent  choice 
for  Sunday  lunch.  Owner-chefs  Cesare 
Benelli  and  his  American-born  wife 
Diane  preside  over  two  bright  rooms 
with  exposed-brick  walls  and  fresh 
flower  arrangements.  The  staff  speak  1 
sufficient  English  to  guide  you  through  a 
menu  of  fish  market  specials.  A  first- 
course  sampler  comes  with  shredded 
2;ranseola,  silken  baccala  with  polenta,  and 
ane  gorgeous  scallop.  Order  the  fish  soup, 
rich  with  crustaceans.  Fettucine  with 
scampi  and  asparagus  tips  in  an  intense 
reduction  of  fish  stock  is  sublime.  Baby 
monkfish  has  the  texture  of  lobster  flesh  and 
a  more  delicate  flavor  than  monkfish  from 
American  waters. 

Two  outstanding  features  of  this  restau- 
rant are  the  wine  and  dessert  lists.  As  at  Da 
Fiore,  virtually  all  of  the  best  whites  of 
Friuli-Venezia  Giulia,  Trentino-Alto  Adige 
md  the  Veneto  are  chilling 
here,  at  prices  comparable  to 
what  these  bottles  go  for  in 
American  wine  shops. 
There  are  some  regal  and 
sensibly  priced  reds  as  well 
[the  1988  Sammarco,  a  1989 
Barolo  Rocche  from  Viet- 
i),  but,  alas,  little  food  on 
he  menu  to  stand  up  to 
hem.  Diane  Benelli  pre- 
pares a  more  interesting 
election  of  desserts  than 
he  standard  tiramisu 
ind  fruit  salad  offered  at 
nost  Venetian  restau- 
ants.  Among  the  more  simple  and  elegant 
tandouts:  a  soothing  panne  cotta — cooked 
:ream  and  milk  with  the  consistency  of  ren- 
let  custard — pooled  in  strawberry  coulis; 
ind  a  glass  of  the  amber  liqueur  called 
Vloscato  Passito  di  Pantellaria,  redolent  of 
raisins  and  orange  peel,  perfectly  paired 
vith  almond  and  pecan  cookies.  Here,  as  at 
nost  of  Venice's  top  restaurants,  two  can 
njoy  a  meal  and  a  bottle  of  wine  for  little 
hnore  than  $100.  (Castello  3968,  Campiello 


Lo  shopping  a 
tutto  gas — "shop 
'til you  drop" — at 
Venetia  Studium. 


Engraved  papers 
and  handstitched 
leatherbound  diaries 
from  Ex  Libris, 
one  of  Venice's 
most  tempting 
stationers. 


della  Pescaria — walk  east  along  the  Riva 
degli  Schiavoni.  Closed  Wednesday  and 
Thursday.  Telephone:  5223812.) 

WHEN  YOU'VE  HAD  ONE  POLPO  TOO 

many:  You  might  try  Da  Ivo,  as  clubby 
as  any  New  York  steakhouse.  The  specialty 
is  a  flavorful  charcoaled  bistecca  fiorentina, 
though  the  meat — like  the  service  at  this 
place — is  apt  to  be  less  tender  than  Amer- 
ican diners  might  wish.  (San  Marco  1809, 
Calle  dei  Fuseri.  Closed  Sunday.  Tele- 
phone: 5285004.) 

MUST-BUYS 

Hawkers  in  the  Piazza  will  try 
to  lure  you  with  a  free  boat 
ride  to  the  glass  factories  of 
Murano,  but  for  similar  prices  you 
can  find  as  good  a  selection  of  glass, 
as  well  as  fine  lace  and  coral  jewelry, 
in  the  showrooms  clustered  around  the 
square.  The  loveliest  emporium  in  town  is 
Jesurum,  at  Ponte  Canonica  behind  the 
Basilica  of  San  Marco,  which  displays 
expensively  embroidered  and  appliqued 
table  and  bed  linens  beneath  the  painted 
beams  of  a  former  church.  For  wearable 
fabrics:  neckties  of  intricate  paisley  at 
Voghi  off  the  Campo  San  Polo;  and,  at 
Venetia  Studium,  Fortuny-style  pleat- 
ed scarves  for  men  and 
women,  as  well  as  fabu- 
lous copies  of  Fortuny 
silk  lamps.  This  shop  is 
located  at  the  foot  of 
Calle  Larga  XXII  Marzo, 
a  broad  thoroughfare 
lined  with  designer  cloth- 
ing and  shoe  shops.  On 
the  same  street  you'll  find 
an  outpost  of  Ex  Libris, 
one    of  Venice's  most 
tempting  stationers,  for 
engraved  papers  and  hand- 
stitched leatherbound 
diaries.  A  more  venerable 
stationery  shop,  specializing 
in  marbleized  and  handblocked  papers, 
is  Leg  a  tori  a  Piazzesi,  on  pocket- 
sized  Campiello  della  Feltrina,  near  Santa 
Maria  Zobenigo.  • 

Amy  Tucker  is  a  professor  of  English  at 
Queens  College  in  New  York.  Stephen 
Tanzer  publishes  The  New  York  Wine 
Cellar  newsletter. 


Jo  /; 


1 


is 


rvi 


FORBES  105 


What's  upstairs 
counts,  sure,  but 
what's  downstairs 


Payne  Stewart  is  patrolling  the 
practice  range  at  Angel  Park,  an 
Arnold  Palmer-designed  golf 
complex  on  the  outskirts  of  Las  Vegas. 

Already  this  November  morning  he's 
taken  a  few  dozen  warm-up  swings, 
pelting  a  defenseless  flag  120  yards  away 
with  identical,  fluid  strokes  of  his  pitching 
wedge.  Clad  in  his  familiar  NFL-themed 
knickers  and  cap — today  it's  the  Oilers'  baby 
blue — he  stands  out  from  the  other  30  or  so 
golfers  on  the  range  like  Patrick  Ewing  in  a 
crowd  of  jockeys,  a  virtuoso  among  dilettantes. 

The  hackers  around  him  send  sod  flying,  spraying 
hooks  and  slices  in  every  direction.  They  know  Payne 
Stewart — U.S.  Open  champion  and  Ryder  Cup  team  mem- 
ber Payne  Stewart — is  walking  around,  watching. 

One  fortyish  gentleman,  clearly  an  accomplished  amateur,  blasts 
ball  after  ball  directly  toward  an  elevated  green  in  the  distance.  Payne 

stops  behind  him.  "The 
mL  dreaded  straight  ball,"  he 

drawls  amiably. 

The  straight-shooting 
amateur,  a  high-ranking 
executive  with  the  Prime 
Ticket  sports  network, 
does  his  best  to  appear 
nonchalant.  "Yeah,  but  I'd 
really  like  to  hit  a  draw." 

"Well,  all  right,  let's  see 
what  we  can  do." 

For  the  next  30  min- 
utes, Payne  Stewart  coach- 
es, cajoles  and  comforts 
his  impromptu  student,  adjusting  his  posture,  fiddling  with  his 
tempo,  moving  his  feet.  He  even  lends  him  his  seven-iron.  A  gallery 
of  onlookers  gathers,  and  by  the  end  of  the  private  lesson  they're 
applauding  the  amateur's  graceful,  gently  bending  golf  shots.  "Any- 
thing else  we  can  do  for  you?"  Stewart  says,  grinning  contentedly. 

Moving  down  the  line  of  turt-pounders,  he's  intercepted  by  the 
actor  Robert  Colbert,  a  gregarious  Santa  Claus  of  a  man.  Colbert 
extends  his  hand.  "Mr.  Stewart,"  he  says  in  a  stentorian  baritone,  "I've 
been  waiting  most  of  my  adult  life  for  this  moment." 

"Well,  I'm  pleased  to  meet  you,  too,"  Payne  Stewart  says,  slightly 
abashed.  "How  you  hittin'  'em?" 

Following  a  brief  discussion  about  the  merits  of  various  swing 
styles,  Colbert  strikes  two  gorgeous  shots,  both  of  which  land  within 
ten  feet  of  their  target,  150  yards  away. 

Mock-exasperatedly,  Stewart  whines,  "Well,  what  do  you  want  me 


"I  dub  thee  goffer,  "Blaine  McCallister 
tells  a  worthy  supplicant. 
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Hacker's 


By  Michael  Konik 


Heaven 


Peter  Jacobsen's 
textbook  tee-shot 
follow-through. 


to  do?  There's  nothing  wrong  with  those  swings!" 

"Thank  you,"  Colbert  says,  nodding  his  head.  "Thank 
you.  I've  got  something  special  to  tell  my  grandchildren." 

At  the  far  end  of  the  practice  range,  similar  scenes  arc 
being  played  out  between  Tom  Kite  and  an  oilman  from 
Texas;  Lanny  Wadkins  and  the  owner  of  a  Silicon 
Valley  software  company;  Davis 
Love  III  and  an  attorney  from 
Chicago.  Approximately  four 
dozen  American  golf  fanatics 
(and  one  links-crazed  Canadi- 
an), spanning  the  economic 
spectrum  from  the  very  well-off 
to  the  extremely  well-off,  have 
paid  $25,000  to  attend  the  first  ever 
Fantasy  Golf  Camp,  where,  if  only  for 
a  few  glorious  days,  they'll  stop  being 
CEOs  and  Presidents  and  Heads  of 
This  and  That  and  become  simply  One 
of  the  Gang. 

That  the  Gang  in- 
cludes some  of  the 
most  illustrious  golfers  in  the  world, 
the  incomprehensibly  skillful  pro- 
fessionals whom  we  mortal  duffers 
simultaneously  worship  and  despise 
and  envy — well,  that's  a  club  anyone 
who's  ever  missed  a  birdie  putt  would 
want  to  belong  to. 

The  founders,  Fantasy  Golf  Adven- 
ture, envisioned  the  camp  as  a  forum  where, 
like  fantasy  baseball,  basketball  and  football  camps,  high- 
handicap  hackers  could  play  (and  socialize)  with  their 
big-hitting  heroes. 

Most  50-year-old  men — or  40-  or  30-year-olds, 
for  that  matter — don't  regularly  don  batting  hel- 
mets and  enjoy  a  rousing  afternoon  of  brush- 
back  fastballs  and  head-first  dives  into  second 
base.  They  do,  however,  sate  their  appetite  for 
athletic  competition  on  the  genteel  links.  They 
secretly  dream  of  getting  their  game  in  shape 
for  the  Senior  Tour;  they  wonder 
what  it  might  be  like  to  have  a  griz- 
zled, yardage-quoting  caddy  hand 
them  their  putter  and  say,  "That  tro- 
phy's going  to  look  awful  nice  over 
your  fireplace";  and  they  fantasize 
about  being  on  a  first-name  basis 
with  the  greats  of  the  game. 

"We  wanted  to  make  the  fantasy  a 
reality,"  the  camp's  founders  say. 

This  particular  reality  includes  a 
suite  at  Caesars  Palace,  limousines  to 

and  from  Angel  Park,  meals  at  Spago  Here  thefve  got  US  all  day  

and  the  Palm,  lunch  catered  by  the 

Stage  Deli,  a  new  set  of  Hogan  clubs        and  TUOSt  of  the  flight.  " 
(in  a  Tour-style  customized  bag),  the 


services  of  a  PGA  Tour  caddy,  clothes,  hats,  balls,  tees — 
and  lessons  from,  competition  against,  and  general  frater- 
nization with  a  dozen  or  so  of  the  sunburned  magicians  we 
watch  on  television  every  weekend. 


"At  the  pro-am, "  says 
Tom  Kite,  "you  shake  hands 
on  the first  tee,  play 
for  four  hours,  and 
shake  hands  when  its  over. 


Ryder  Cup  Captain  Lanny 
Wadkins  says  that  his  week  at 
Fantasy  Golf  Camp  feels 
entirely  different  than  the 
average  pro-am  event, 
where  corporate  honchos 
pay  $4,ooo-$7,ooo  to  play  a 
single  round  with  their 
idols.  "This  is  your  classic 
Walter  Mitty  experience,"  he 
says,  shortly  before  conducting 
a  long-iron  clinic.  "Unlike  the 
pro-am,  this  week  I'm  more  interest- 
ed in  their  game  than  mine." 

Tom  Kite,  who  was  instrumental  in  seeing  the  camp 
through  its  formative  stages,  concurs.  "At  the  pro-am, 
you  shake  hands  on  the  first  tee,  play  for  four  hours, 
shake  hands  when  it's  over  and  say  goodbye.  The 
pro-am  is  very  often  my  only  practice  round,  so  I 
can't  devote  much  time  to  the  guys  in  my  group. 
Here,  they've  got  us  all  day — and  most  of  the 
night.  It's  a  great  opportunity  for  us  to  demon- 
strate that  the  people  who  say  [tour  players]  have 
'no  personality'  are  dead  wrong." 
The  instruction  at  Fantasy  Golf  Camp  is  extraor- 
dinary— where  else  in  a  single  morning  can  you  get 
driving  lessons  from  two-time  National  Long  Drive 
Champ  Art  Sellinger,  short-game  tips  from  Peter  Jacob- 
sen,  and  putting  tutelage  from  Steve  Pate?  But  the 
"campers"  (a  recovered  puerility  most  seem  to  enjoy) 
are  most  excited  merely  to  shmooze  with  their 
heroes.  Whether  they're  John  Malone's  chief 
deputy  at  TCI  or  the  president  of  Columbia 
Pictures  Television,  the  biggest  Budweiser 
distributor  in  Northern  California  or  the 
Man  Who  Gave  Mike  Milken  His  First 
Job  At  Drexel  Burnham,  their  glee  is  obvious. 

"I'd  give  up  half  my  company  to 
play  like  them, "one  camper  says. 
Standing  on  the  tee  box  with  John 
Daly  as  he  crushes  one  of  his  fright- 
eningly  large  drives  (and  then 
reports,  "That  was  about  three- 
quarters!"),  or  having  Davis  Love 
peering  over  their  shoulder,  reading 
the  break  of  their  putt,  tends  to 
reduce  the  Captains  of  Industry  to 
awestruck  teenyboppers. 

And  they're  not  ashamed  to 
admit  it.  "My  group  played  the 
Scramble  tournament  with  Lanny 
Wadkins  today!"  Brendan  Murphy, 
a  real-estate  developer,  gushes  to  a 
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September  1,  1923,  was  a  red-letter  day  for 


OF  EN  I 


Tokyo's  Imperial  Hotel.  For  the  first  time  in 
more  than  30  years,  we  were  to  open  a  bold 
new  building — one  designed  by  none  other  than  Frank 
Lloyd  Wright. 

Guests  came  from  far  and  wide.  The  ceremonies  were 
suitably  grand.  And  then,  in  mid-celebration,  the  Great 
Kanto  Earthquake  struck. 

Tokyo  was  leveled  in  an  instant.  All  around  the  hotel, 
fires  raged.  Cracks  appeared 
in  our  majestic  new  wings. 
Leaks  sprang.  Our  floors  rose 
and  fell  like  a  storm  at  sea. 
But    the  building 
stood  its  ground. 
Within  hours,  The  J 
Imperial  was  overrun.    ^  _ 

-  ->£Z?r 

Through  the  desert  of  ashes  '•'came  a  steady  stream  of 
refugees,  displaced  reporters  and  embassy  staff.  As 
always,  we  showed  them  to  their  rooms.  When  we  ran 
out  of  rooms,  we  put  them  in  the  Grill.  When  we  ran  out 
of  food,  we  served  brown  rice  gruel.  We  aimed  to 
comfort — even  though  we  had  no  water,  no  lights,  no 
heat,  no  phones. 

We  also  had  no  complaints.  When  at  last  communica- 
tions were  restored,  a  cablegram  reached  the 
architect  in  California:  "HOTEL  STANDS  UN- 
DAMAGED AS  MONUMENT  TO  YOUR  GENIUS. 


MUSIC  PLAYED. 


CHAMPAGNE  FLOWED, 


AND  THE  EARTH  SHOOK. 


HUNDREDS  OF  HOMELESS 
ASSISTED  BY  PERFECTLY 
MAINTAINED  SERVICE. 
CONGRATULATIONS. " 
We've  lived  up  to  expectations 
ever  since.  Today,  The  Imperial 
is  still  the  premier  hotel  in  Tokyo  and  one  of  the 
grandest  in  Asia.  Over  the  years,  we've  evolved 
into  an  even  more  imposing  complex  with  1,059 
rooms,  incomparable  business  and  dining  facilities — 
and  a  tradition  of  hospitality  that  is 
nothing  short  of  legendary. 
Granted,  the  hotel  is  no  longer  the 
only  one  standing  in  central  Tokyo. 
But  judging  by  all  the  VIPs,  execu- 
tives and  citizens  we  welcome  every 
day,  it's  still  the  place  to  be. 


HOTtLS**  RC50RTS 


IMPE  RIAL  HOTEL 

TOKYO 


one  of 

"Threading}  lotels 
5tth&World° 


For  information,  contact  The  Imperial  Hotel  Tokyo  Overseas  Sales  Office:  London  Tel:  (71)355-1775;  New  York  Tel:  (212)692-9001;  Los  Angeles  Tel:  (213)627-621  t  For 
reservations,  contact  The  Imperial  Hotel  Tokyo  Tel:  (03)3504- 1 1 1 1 ,  or  contact  your  nearest  travel  agent,  or  any  Japan  Airlines  office.  For  reservations  at  the  Bali  Impenal  Hotel 
resort  on  Legian  Beach,  Bali,  Indonesia,  contact  Tel.  (62)361-754545. 


Payne  Stewart's  clinic  on  getting  up  and  down 
from  the  deep,  deep  rough — at  night. 

rapt,  smiling  audience  of  fellow  campers  at  dinner.  "I  hit 
a  really  good  drive,  really  boomed  it,  and  then  my  second 
shot  to  the  green  ended  up  about  three  feet  from  the 
pin — I  mean  it  was  even  closer  than  Lanny's!  And  he  says 
to  me,  'Hey,  how  long  have  you  been  playing  golf?',  and  I 
say,  '17  months,'  which  is  the  honest  truth,  and  he  says 

'Bull  you  have!  You  play  too  good.'  Lanny  Wadkins 

said  that  to  me!" 

Of  all  the  dozen  or  so  pros,  it  is  Daly,  the  tempestuous 
and  awesomely  powerful  bad  boy  of  golf,  who  excites  the 
audience  of  millionaires  the  most.  No  material  thing 
seems  to  thrill  them  quite  as  much  as  one  of  Daly's 
Arkansas  Razorback  golf  balls,  which 
the  young  pro  doles  out  to  his  admirers 
as  though  they  were  nickels. 

Perhaps  it  is  merely  his  astounding 
length,  or  his  "grip  it  and  rip  it"  ethos,  or 
maybe  it's  just  his  rebel-with-a-bad-haircut 
naughtiness  that  speaks  so  deeply  to  the  aver 
age  golfer — whatever  the  source,  he  holds  an 
Elvis-like  sway  over  the  campers.  During  one 
of  Daly's  brief  visits  to  the  practice  tee,  a  crowd 
of  campers  gathers  behind  him  as  he  propels 
range  balls  in  the  general  direction  of  Arizona. 
Several  football  fields  away,  a  few  unsuspecting 
locals  are  working  on  their  chipping.  Like  excit- 
ed children  at  a  parade,  the  crowd  of  campers 
watches  each  of  Daly's  shots  take  flight,  and  then 
with  all  their  might  yell  "Fore!"  at  the  duffers  in 
the  distance.  Then  they  fall  into  hysterics. 

When  the  pros  first  meet  the  campers  in  a 
lavish  hospitality  suite,  according  to  Kite,  "We 
want  them  to  see  we're  just  regular  guys."  After 
less  than  48  hours  at  Fantasy  Golf  Camp,  no  one 
in  attendance  has  the  slightest  doubt. 

Whether  listening  to  Howard  Twitty  recount 
his  early  years  on  the  Asian  Tour,  where,  in 
Malaysia,  he  had  to  kill  a  cobra  in  his  golf  bag  with 
a  swift  swing  of  his  one-iron  ("and  that's  a  difficult 


Jacobsen's  imperso\ 
ation  of  the  huma 
ball  dispenser. 


club  to  hit"),  or  touring  Las  Vegas's  notorious  topless  bars 
with  a  well-known  pro  in  tow,  the  campers  generally 
behave  like  Frat  Boys  during  rush  week.  Even  the  sole 
female  attender,  Brenda  Markstein,  a  seven-handicap 
grandmother,  whose  husband  has  given  her  Fantasy  Golf 
Camp  as  a  birthday  present,  insists  she  just  wants  to  be 
one  of  the  guys.  (Except  most  of  the 
guys  wish  they  played  as  well  as  the 
gal,  who  whips  the  competition  in  the 
putting  contest.) 

For  all  the  unbridled  idol-worship 
that  occurs  during  a  Fantasy  Golf 
Camp,  after  a  few  days  of  non-stop 
intimacy  with  the  great  ones,  the 
campers  feel  comfortable  enough  to 
actually  needle  the  best  golfers  in  the 
world — and  how  often  does  a  double- 
digit-handicap  get  to  heckle  a  guy 
who's  earned  gazillions  on  the  golf 
course?  When  Tom  Kite  "tees  off"  for 
the  Fantasy  Golf  Camp's  putting  tour- 
nament, played  on  Angel  Park's 
exquisitely  cruel  miniature  course,  everyone  there  knows 
he  is  generally  considered  one  of  the  best  putters  in  the 
game.  So  when  his  first  putt  dribbles  meekly  down  a| 
slope  and  into  a  "fairway"  bunker,  the  taunts  of  "Hit  it, 
Alice!"  and  "Girlie  Man!"  can  probably  be  heard  all  the 
,  way  to  The  Strip.  And  when  Tom  Kite — Tom| 
Kite,  for  goodness'  sake — takes  five  strokes  to! 
get  down  on  this  par-three,  70-foot  hole,  alll 
the  hopeless  hackers  in  attendance  who 
managed  to  make  better  than  doublei 
bogey  (and  even  those  who  didn't),  howl 
like  jackals,  telling  Kite  he  ought  to  be; 
assessed  a  slow-play  penalty,  and,  by  the) 
way,  would  he  like  some  lessons? 

Kite  runs  through  the  stock  ges- 
tures of  disappointment:  the  gri- 
mace, the  headshake,  the  silentlyi 
f  mouthed  curse,  the  hands  on  hips,  the  long 
exhale.  And  then  he  smiles.  He  knows  that  for  ai 
fleeting  moment  he  has  played  a  hole  of  golf  as 
badly  as  everyone  else.  He  knows  that  four  dozen 
campers  are  going  to  return  home  and  tell  anyone 
who'll  listen  how  they  bettered  Tom  Kite  in  a 
putting  competition.  He  knows  that,  if  only  for  a 
moment,  he's  made  a  lot  of  fantasies  come  true.  • 

The  next  Fantasy  Golf  Adventure  runs  November 
19-24.  Cost:  $25,000,  including  first-class  round- 
trip  airfare  to  Los  Angeles,  and  everything  else. 
Contact  Mark  Mirken,  Fantasy  Golf  Adventures 
of  New  York,  212-980-GOLF. 


A  starry-eyed  Michael  Konik  continues  to  play 
^  j  high-handicap  golf  in  Los  Angeles. 
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There's  no  doubt  that  information  is 
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THE  BEST  AND  WORST  OF  OF  AMERICA'S  JOURNALISM 
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By  Bruce  McCall 


id  NASA  call  Ovitz,  or  did  Ovitz  call  NASA? 
It  will  all  come  out  in  Bryan  Burroughs 
forthcoming  CD-ROM  on  the  space  stations 
apotheosis,  from  boring  techno-dud  to  commercial  hyper- 
bonanza,  in  those  three  amazing  years  between  94  and  97. 


What  is  known  is  that  Ovitz  called  Eisner,  and  Eisner 
called  Huizenga,  and  then  Barry  Diller  muscled  in, 
which  ticked  off  Bill  Gates — but  whoa  there;  the  long 
and  the  short  of  it  is  that  the  space  station  finally  got  a 
professional  spin,  which  got  big-time  exposure,  which 
built  the  constituency  NASA  thought  it  had  lost  for 
good,  and  then  took  over  NASA  itself. 

When  the  big  boys  came  in,  you'll  remember,  all  NASA 
had  by  way  of  commercial  sponsorship  was  the  one  disas- 
trously counterproductive  sign  down  at  Cape  Canaveral — 
"We're  Trying  to  Fix  It  With  Sears  Craftsman  Tools." 
That  was  the  nadir.  Gallup  reported  right  after  that  95%  of 
all  U.S.  citizens  wanted  the  space  station  junked. 

What  was  the  turnaround  moment?  Probably  when 
they  decided  to  add  air  brakes  for  the  shuttle  landings  and 
Disney's  Imagineers  came  up  with  those  pop-out  mouse 
ears.  That  was  inspired.  It  triggered 
the  resignation  of  the  whole  NASA 
board,  sure,  but  it  made  the  shuttle, 
and  space,  well. .  .lovable.  Business 
at  Euro-Disney  even  boomed. 
Swatch  came  aboard  as  official 
timepiece  of  the  space  station,  and 
soon  Coke  was  sending  up  hundreds 
of  vending  satellites  to  refresh  any 
passing  aliens,  and  the  space  sta- 
tion— whoops,  SpacePlex — is  today 
doing  more  revenue  than  Disney 
World  and  Disneyland  combined. 

Spaceball,  which  of  course  was 
just  football  played  in  the  NASA 
Bowl  out  there  on  the  edge  of  the 
starry  vastness,  created  some  really 
wonderful  moments:  Harbaugh's 
32-mile  touchdown  pass  in  the  wan- 
ing seconds  of  the  Infinity  Bowl 
comes  to  mind.  And  you  didn't  need 
slo-mo  replays  because  it  was 
already  slo-mo  in  real  time. 

Space  had  been  just  a  void. 
Overnight,  it  was  high-profile 


Its  hard  now  to  remember 
a  world  without 
Maxi-Vue  movies 


from  space— no  TV  set 
needed,  no  sere  en,  just 
a  vast  projected  image 


in  the  night  sky,  visible 
anywhere  in  the  world. 


entertainment  that  rendered  cultural  and  political  bound- 
aries obsolete.  It's  hard  now  to  remember  a  world  without 
Maxi-Vue  movies  from  space — no  TV  set  needed,  no 
screen,  just  a  vast  projected  image  in  the  night  sky,  visible 
anywhere  in  the  world.  Trivia  question:  what  movie  was 
the  first  to  be  seen  by  more  people  in  one  showing  than  all 
of  Spielberg's  films,  combined?  Correct!  The  delightful 
Indian  domestic  comedy,  Singhrat's  Pretty  Predicament,  in 
1997.  Cost  $145,000  to  make,  made  $576  million. 

Congress  was  steamrollered  by  the  public  enthusiasm  for 
the  fun-and-games  out  there  in  space.  They  were  just  out- 
witted, to  the  point  that  one  by  one  they  had  to  give  in: 
the  launch  site  moved  to  Disney  World,  Cape  Mickey  they 
called  it,  which  became  a  billion-dollar  theme  park  in  itself. 
NASA  became  Time-Warner-NASA.  Presidential  can- 
didates had  to  go  up  and  pretend  to  enjoy  rocket-powered 


Space  Skiing — even  after  that  horrible  moment  when 
Bob  Dole's  tether  snapped  and  he  started  floating  off 
toward  the  Crab  Nebula.  We  almost  lost  him.  Brrr. 

Ovitz  evidently  did  the  next-to-impossible  and  got 
Pepsi  and  7-Up  to  agree  to  compete  in  dashes  from  Cape 
Mickey  up  to  the  SpacePlex,  against  Coke.  The  image 
value  of  having  four-stage  booster  rockets  painted  to  look 
like  soda  cans  with  a  billion  people  watching  on  TV,  you 
couldn't  put  a  price  on  that.  Ovitz  got  Coke  a  four-sec- 
ond head  start,  of  course,  but  then,  that's  why  you  hire 
Mike,  isn't  it? 

But  it  wasn't  all  terrific.  The  Russians,  alas.  They 
insisted  that  NASA  stick  to  the  contract  drawn  up  in  the 
early  Nineties,  making  them  partners  in  the  space  station, 
and  it  just  never  worked  out.  Yes,  they  had  that  G.U.M. 
Galosh  Shoppe  where  you  could  order  footwear  from 
space,  and  that  grim  little  Disco 
Hot  'Laika  with  organ  music,  but 
who  cared?  The  Russians  didn't 
have  any  money  to  spend.  They  did 
send  up  Cosmo-Mix,  a  huge  four- 
speed  blender  the  size  of  a  drill 
press,  with  the  wrong  voltage.  It's 
probably  still  in  the  cargo  bay. 

You  could  smell  those  cosmo- 
nauts before  you  saw  them — the 
body  odor  seeping  through  all 
those  layers  of  Nomex  and  rubber, 
whew.  A  few  of  those  guys  were 
out-and-out  gangsters,  selling  pro- 
tection against  having  your  space 
suit  punctured,  pushing  weird 
drugs  left  over  from  the  old  Soviet 
space  medicine  program.  Ugly! 

Entertainment  just  wasn't  the 
Russians'  bag,  so  when  Time-Warn- 
er-NASA bought  them  out  in  '98, 
everybody  breathed  a  sigh  of  relief. 

You  had  your  seamy  stuff  of 
course.  The  Space  Snoop  comes  to 
mind.  Letting  people  spy  on  any- 


body anywhere  on  earth  with  those  incredible  long 
range  satellite  cameras  for  $25  a  minute.  The  French 
nude  bathing  colonies  were  a  huge  hit — especially  after 
the  promoters  started  stocking  the  beaches  with  porn 
queens  who'd  do  anything — anything! — to  get  people  to 
pay  their  buck. 

The  original  goal  of.increasing  public  support  for  the 
U.S.  space  program  was  met — and  far  exceeded.  Now! 
you've  got  Martin  Davis  and  ex-VP  Quayle  and  the 
McCaw  people  talking  to  the  Chinese  about  setting  up  a 
rival  SpacePlex.  "The  Outer  Kingdom,"  they're  calling  it. 
Take-out  food  from  outer  space  and  Confucius  knows 
what  else.  A  lot  of  people  are  going  to  start  learning 
Mandarin  very,  very  soon!  • 

Bruce  McCall  is  the  author  of  Zany  Afternoons. 
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Island  Paradise 


Your  grandmother's 

nemories  of  Hawaii  might 
lave  included  arrival  by  ocean 
iner  and  a  first  pink  tropical 
Irink  —  with  an  orchid 
>erched  on  the  rim  —  while 
ooking  out  over  Waikiki. 

The  good  news  is  you  can 
till  have  that  same  memory 
or  your  album.  Head 
traight  for  the  ocean-side  ter- 
ace  of  the  Halekulani  Hotel's 
House  Without  a  Key." 
sunset  cocktails,  catamarans 
vith  pink  sails,  Hawaiian 
nusicians  strumming  their 
uitars  —  everything  a 
Jawaiian  dream  should  be. 
'he  new  Halekulani  contin- 
es  the  hotel's  tradition  of 
legance  that  began  in  1917. 
i  The  Halekulani  has  won 
po  many  awards  to  count. 
}eorge  Mavrothalassitis  —  "Chef  Mavro"  —  presides 
ver  the  hotel's  elegant  La  Mer  restaurant.  Occupying 
le  top  floor  of  the  1930  plantation  house  that  is  the 
eart  of  the  Halekulani,  La  Mer  offers  dishes  that  define 

land  cuisine.  Orchids,  the  Halekulani's  first-floor, 
each-side  restaurant,  serves  a  Sunday  brunch  that  is 

legend  in  the  islands. 

A  relaxing  walk  around  Ala  Moana  Beach  Park  will 
ike  you  by  the  Ala  Wai  Canal,  where  six-person 


The  Kepuhi  Beach  on  the  island  of  molokai 


outrigger  canoe  teams  prac- 
tice. In  September,  the 
women's  teams  —  and  in 
October  the  men's  —  race  40 
miles  across  open  ocean  from 
Molokai  to  Oahu.  Teams 
from  places  including  Tahiti 
and  California  fly  in  to  com- 
pete with  Hawaii's  champions. 

Every  evening  on  Waikiki's 
Kuhio  Beach  you  can  hear  the 
sound  of  a  conch  shell  herald- 
ing the  torch  lighting  cere- 
monies. Following  this  cere- 
mony, local  hula  halaus 
(Hawaiian  dance  groups) 
entertain  with  ancient  and 
modern  hula.  When  it  gets 
close  to  another  sunset,  the 
place  to  be  is  the  romantic 
Nicholas  Nickolas  restaurant 
at  the  top  of  the  36-floor  Ala 
Moana  Hotel.  As  the  sun  sets, 
the  lights  of  the  city  sparkle  against  the  vibrant  green 
Koolau  Mountains. 

The  1,200-room  Ala  Moana  Hotel  will  soon  be  neigh- 
bor to  Hawaii's  world-class  Convention  Center  —  con- 
struction begins  in  mid-1995.  Another  neighbor  of  the 
hotel  —  located  just  across  a  pedestrian  bridge  —  is  the 
well-known  Ala  Moana  Center,  one  of  the  largest  open- 
air  malls  in  the  world.  The  focal  point  of  the  Center  is 
known  as  the  "Beverly  Hills  of  the  Pacific." 


Although  we  recently  openec 
much  of  our  spa  has  been 
here  for  millions  of  years. 


/HE  SEA,  azure  or  lapis  or  aquamarine,  depending  upon  its  mood.  The  Waianae  ran{ 
rolling  toward  the  horizon.  The  whole  sweeping  soaring  stretch  of  coastline.  These  were  h 
long  before  the  island  of  Oahu  came  to  have  a  name.  These  are  the  elements  that  drew  us  t 


its  western  shore.  The  materials 
we  built  with.  The  inspiration 
for  Ihilani  Resort  &  Spa. 

To  come  here  is  to  share 
with  us  an  experience  that  can 
be  duplicated  nowhere  else  in 
the  world.  For  even  though 
Thalasso  therapy  is  available  in 
France,  and  Vichy  Showers  and 
Loofah  Scrubs  are  standard  in 
the  world's  finer 
spas,  nothing 
can  approximate 
the  purity  of 

^aiian  seawater.  Or  duplicate  the  properties  of  the  seaweed  we  use. 
This  sense  of  purity  permeates  everything  at  Ihilani.  It  is  evident  in  our 
turants.  In  dishes  like  Shanghai  roast  duck  with  couscous,  and  grilled 
re-honey  smoked  salmon,  and  lobster  soup  with  artichoke  and  seaweed. 
It  is  evident  in  the  softness  of  the  tropical  island  air.  In  the  countless 
ightful  gestures  of  our  staff.  In  the  piano  music  drifting  through  the  lobby. 
Before  long,  it  will  also  be  evident  in  you. 

For  reservations  or  information,  simply  call  your  travel  agent  or  call  us  at 
626-4446.  And  please,  feel  free  to  stay  as  long  as  you  like. 


Not  everything  at  Ihilani  Resort  &  Spa 
shows  the  patina  of  time,  despite  the  fact  our 

Ted  Robinson-designed  championship 
golf  course  has  had  four  full  years  to  mature. 
The  truth  is,  the  exercise  equipment  in  our 
multi-tiered  spa  is  state-of-the-art.  Which  is 
especially  important  considering  that  after 
you've  sampled  the  cuisine  in  any  of  our  five 
restaurants,  you  may  need  to  use  it. 


it 

Ihilani 


ADVER 


M'TSEMENT  4 


The  Most  Hawaiian  Island 

Find  the  Hawaii  you've  dreamed 
about  on  this  beautiful,  peaceful, 

unspoiled  tropical  isle... 
Moloka'i,  birthplace  of  the  hula. 


Room/car  packages  to  fit  your  budget. 
For  a  free  brochure  call  1-800-800-6367 

6  MOLOKA'I  VISITORS  ASSOCIATION 

Box  960,  Kaunakakai,  Moloka'i,  HI  96748 
Member  of  the  Hawaii  visitors  Bureau 


A  Celebration 
of  History 

In  Honolulu  —  a  city  of  800,000 
people  —  there  is  an  exotic  mix  of 
ethnic  delights,  from  five-star 
restaurants  to  $2  Vietnamese  sand- 
wiches or  Chinese/Hawaiian  mana- 
pua  buns.  Entertainment  swings 
from  rock  and  roll  at  beach  bars  to 
contemporary  Hawaiian  music, 
from  Phantom  of  the  Opera  or  Cats 
to  dozens  of  free  outdoor  concerts 
in  dozens  of  parks. 

Oahu  also  offers  visitors  a  sense 
of  Hawaii's  history.  The  Iolani 
Palace  —  the  only  royal  palace  in 
America  —  will  take  you  back  150 
years  to  the  gracious  days  of  the 
monarchy.  The  missionaries  who 
sailed  to  Hawaii  from  Boston  built 
many  of  the  island's  churches  and 
private  schools  around  the  time 
Lewis  and  Clark  went  west  of  the 
Mississippi.  Spend  a  day  at  the 
Bishop  Museum  and  you  will  leave 
with  a  histoiy  of  the  Pacific. 


land  Paradise 


To  actually  experience  Hawaii's 
past  join  master  storyteller  Glen 
Grant  of  Hawaii  Timewalks. 
Dressed  in  19th  century  attire,  he 
will  take  you  back  in  time,  intro- 
ducing you  to  the  lifestyle  and 
customs  of  the  residents  of  the 
"Sandwich  Islands."  As  a  Hawaiian 
Mark  Twain,  he  will  take  you 
through  the  exciting  and  often 
poignant  stories  of  old  Downtown 
Honolulu  and  Chinatown. 

Hawaii  continues  to  celebrate  its 
rich  history  through  numerous  holi- 
days and  festivals.  The  largest  of 
these  is  the  Aloha  Festival.  Each 
fall,  over  300  events  on  six  islands 
create  the  only  statewide  festival  in 
the  U.S.  The  Aloha  Festival's  floral 
parade,  broadcast  on  Thanksgiving 
Day,  marks  the  beginning  of  many 
days  and  nights  filled  with  music, 
hula  and  enormous  block  parties  — 
something  special  to  honor  each  of 
the  many  cultures  that  make  up 
Hawaii's  population. 

ENDLESS 
POSSIBILITIES 

The  December  Honolulu 
Marathon,  winter  North  Shore  surf- 
ing, windsurfing,  bodysurfing,  jun- 
gle mountain  hikes  and  mountain 
bikes  are  available  for  the  hardy 
and  fit.  In  addition,  there  are  fun 
runs  52  weeks  a 
year  on  Oahu  and 
hundreds  of  ocean 
events.  But  if 
you've  had  enough 
excitement  and  are 
looking  for  the  pris- 
tine white  sand 
beaches  and  lush 
golf  courses  the  trav- 
el agent  promised, 
you  can  find  those 
on  Oahu,  too. 

A  17-mile  drive 
from  the  airport  puts 
you  at  the  front  door 


of  the  first  new  resort  built  on  Oafl 
in  20  years.  The  sunny  western 
shore  of  the  isiand  is  the  perfect 
place  to  really  spoil  yourself.  The 
Ihilani  Resort  &  Spa  has  a  Ted 
Robinson  golf  course  about  which 
the  designer  says  "the  water  on  the 
right  and  the  water  on  the  left 
makes  the  first  two  shots  of  this 
five-par  critical."  Concentration  is 
all  the  more  difficult  with  the  herba 
wraps,  lap  pool,  tennis  club  and  the 
200  selections  of  wine  at  the  Niblicl 
Restaurant  all  waiting  at  the  end  of 
the  course  in  the  Ihilani's  $12  mil- 
lion clubhouse. 

Three  of  the  resort's  four  restau- 
rants serve  what  Chef  Katsuo  Sugin 
calls  Tropical  Pacific  cuisine.  The 
fourth,  Kyuan,  is  classically 
Japanese.  The  chef  finds  nearly  all 
the  fresh  produce,  herbs  and  sea-  I 
weed  he  needs  for  his  cuisine  right 
in  the  neighborhood.  He  has  also 
been  working  with  local  farmers  to 
encourage  the  production  of  ingre- 
dients such  as  watercress,  bananas,; 
papayas,  lichees  and  mangoes.  His 
plans  are  for  the  Ihilani  gardens  to 
flourish  with  exotic  Southeast  Asiarj| 
fruits  and  vegetables. 

The  Ihilani's  387  guest  rooms 
have  it  all  —  one  of  the  world's 
most  sophisticated  comfort  control 
systems  is  built  right  into  their  tele] 


The  Big  islan 
feet  into  the 


d's  Rainbow  Falls  cascade  200 
Wailuku  River: 


ADVERTISEMENT  5 


hones.  Within  arm's  length, 
jests  have  all  the  controls  they 
eed  to  adjust  the  temperature  and 
ghting  in  the  room,  the  music  and 
ilume  of  their  state-of-the-art 
jdio  equipment,  or  the  channels 
n  their  big  screen  TV. 
In  Hawaiian  culture,  children  and 


Ted  Robinson  golf  course  and  on  the 
Kaluakoi's  beach  you  can  learn  to 
surf,  snorkel  or  kayak  the  shoreline. 

Molokai  also  has  Hawaii's  largest 
white  sand  beach  and  a  waterfall 
that  drops  2,000  feet  to  the  sea. 
Molokai  rain  forests  have  plants  and 
birds  found  nowhere  else  on  earth. 


AWAll'S  DIVERSITY  EXTENDS  TO  ITS  LANDSCAPE,  OFFERING  STRETCHES  OF 
TIITE  SAND  BEACH  ALONGSIDE  LUSH,  MOUNTAINOUS  TERRAIN. 


mily  take  first  priority.  The  Ihilani 
ssort  supports  that  value  system 
ith  a  children's  program  that 
akes  adults  long  to  be  ten  years 
d  again.  For  ages  4  to  12,  every 
ly  is  "children's  day"  at  the  Ihilani. 
ids  can  be  beachcombers  or 
iventurers,  paint  with  sand  or  tour 
ie  hotel's  chocolate  factory,  learn 
ie  history  and  legends  of  the 
icific  or  explore  the  Computer 
earning  Center.  Children  who 
irticipate  will  leave  enriched  by 
i  international  experience. 

Where  Time 
Stands  Still 

Molokai,  often  called  the  most 
iwaiian  of  the  islands,  gives  tran- 
lillity  a  new  meaning.  However, 
ere  is  no  shortage  of  places  and 
'tivities  to  keep  the  most  active 
ivelers  busy. 

Molokai  is  known  as  the  birthplace 
the  hula.  Each  May,  Hawaiians 
lebrate  their  tradition  with  a  dance 
d  music  festival  called  the  Molokai 
jla  Pico.  This  craft  festival  and 
iu  at  the  Kaluakoi  Hotel  and  Golf 
ub  is  worth  the  trip  to  Hawaii  all 
itself.  The  resort  is  wrapped  in  a 


At  Molokai  Ranch's  Wildlife  Park 
you  can  feed  a  giraffe,  go  horse- 
back riding  or  watch  a  rodeo. 

Maui  No  Ka  Oi: 
Maui  is  the  Best 

Mauians  enjoy  boasting  about 
their  island.  When  you  arrive  on 
the  lush  Valley  Isle  and  see  a  rain- 
bow arc  from  the  10,000  foot  sum- 
mit of  Haleakala  to  the  valley  of  the 
West  Maui  Mountains,  you  will 
understand  why. 

Resting  in  the  center  of  a  pineap- 
ple plantation  is  one  of  Maui's  finest 
luxury  resorts,  the  Ritz-Carlton 
Kapalua.  On  one  side  of  the  resort 
you  will  find  blue  ocean,  where 
whales  frolic  half  the  year,  and  on 
the  other  side  the  West  Maui 
Mountains.  Let  the  Ritz-Carlton 
Kapalua's  10,000-square-foot,  three- 
level  swimming  pool  cool  you  down 
after  54  holes  of  Kapalua  golf,  tennis 
on  one  of  Kapalua's  10  courts  or  a 
workout  in  the  7,000-square-foot  fit- 
ness center.  The  resort  is  known  by 
meeting  planners  worldwide  for  its 
30,000  square  feet  of  meeting  space. 
16,000-square-foot  grand  ballroom 
and  Maui's  only  hotel  theater.  It  is  a 


People  say  the  nicest 
things  about  us. 


Halelailani 

"HOUSE  BEFITTING  HEAVEN" 

Mr/  mi/  Mr/  m>/  m>/ 


On  the  beach  at  Waikiki. 

Call  toll-free  (800)  367-2343 
or  (808)  923-2311. 

'RigP^g);,  Hotels*  Resorts  ~vmi owiw 

(800)  323-7500  <-^<D 

(800) 223-6800 
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All  of  Honolulu, 
Just  the  two  of  you. 


You  and  yours  at  Honolulu's  Ala 
Moana  Hotel.  Enjoy  superb  service 
and  accomodations  and  nearby 
beaches,  shopping,  and  Waikiki. 
For  just  $220  per  couple,  receive: 

•  Concierge  Floor  Room  (our 
plushest  rooms,  on  our  top  floors) 

•  Welcome  Bottle  of  Champagne 

•  Rooftop  Dinner  for  two  at  Nicholas 
Nickolas  (gratuity  and  tax  included) 

•  Romantic  Breakfast  in  Bed 
Additional  nights  just  $125  each. 
Oceanfront  Suite  upgrade  for  an 
additional  $50. 
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See  your  travel  agent  or  call: 

U.S.  &  Canada  Toll-Free:  1  -800-367-6025,  or 

Hotel  Direct:  (808)955-4811 

Ala  Moana  Hotel 
410  Atkinson  Drive 
Honolulu,  HI  96814-4722 


Rates  are  plus  tax  and  subject  to 
availability.  Some  restrictions  apply. 
Offer  expires  12/31/94. 


perfect  location  for  combining  busi- 
ness with  pleasure. 

Ancient  Hawaiian  history  was  only 
recorded  through  oral  chants,  but  the 
Ritz-Carlton's  grounds  have  physical 
proof  of  the  history.  Rock  terracing 


Flower  leis  adorn  both  horse 
and  rider  in  the  aloha 
Festivals  Parade. 


from  early  lo  7  (taro  patches)  is  still 
visible  today.  An  important  heiau 
(temple)  used  for  worship  and 
astronomy  once  stood  at  the  sea 
point  on  Honokahua  Bay.  Ancient 
chants  proclaim  that  this  site  will 
always  be  home  to  the  "Royal  Ones," 
the  spirits  who  care  for  the  land. 

The  royal  history  of  Maui  is  cele- 
brated for  nearly  a  month  in  October 
during  the  Aloha  Festivals.  Events 
take  place  all  over  the  island,  includ- 
ing the  Maui  County  Fair  —  an  old- 
fashioned  country  fair,  Hawaiian 
style.  From  fishing  tournaments  to 
rodeos,  it  is  a  month-long  party. 
The  most  elegant  event,  and  the  cul- 
mination of  the  Festivals  on  Maui,  is 
the  Royal  Ball  (October  22)  hosted 
by  the  Ritz-Carlton  Kapalua.  Visitors 
are  encouraged  to  celebrate  in  the 
grand  style  of  the  monarchs. 

The  Ritz-Carlton  Kapalua  invites 
you  to  return  again  and  again.  On 
Easter  weekend  it  hosts  the  Celebra- 
tion of  the  Arts  Festival.  June  brings 
the  Kapalua  Music  Festival  to  the 


island.  In  July,  wine  enthusiasts  fror 
all  over  the  world  gather  for  the 
Wine  Symposium.  The  Maui  Writer; 
Conference  takes  place  on  Labor 
Day  weekend,  bringing  together 
world-famous  writers  to  share  the 
secrets  of  their  trade.  Christmas  tops 
off  the  year  with  Maui's  largest  tree- 
lighting  ceremony. 

On  the  Beach 

Located  under  14.000-foot,  snow- 
capped, active  volcanoes  —  Mauna 
Kea  and  Mauna  Loa  —  is  the 
Kohala  Coast  of  the  Big  Island  of 
Hawaii.  First  populated  by  the  earl 
Pacific  travelers  in  900  A.D.,  this 
small  part  of  the  state's  largest  islan 
is  packed  with  history  and  luxury. 

The  jewels  of  the  coast  are  the 
Ritz-Carlton  Mauna  Lani  and  the 
Mauna  Lani  Bay  Hotel  &  Bungalow; 
The  AAA,  award-winning  Mauna 
Lani  Hotel  and  Bungalows  offers 
3,200  acres  of  golf,  tennis,  ancient 
Hawaiian  fish  ponds  and  five  opu- 
lent two-bedroom/three-bath  bungaj 
lows.  Each  one  is  a  private 
Hawaiian  haven  with  its  own  swim-l 
ming  pool,  Jacuzzi  and  steam  bath.  I 
Along  with  the  personal  butler  whd 
is  on  call  24  hours  a  day  and  is 
trained  to  please,  this  could  possiblj 
be  the  ultimate  paradise. 

As  a  guest  at  the  Mauna  Lani  Ba 
Hotel  you  will  be  equally  spoiled. 
If  you  visit  in  July,  you  will  feast 
on  brilliant  Hawaiian  Regional  cui 
sine,  courtesy  of  Chef  Alan  Wong 
The  annual  Cuisines  of  the  Sun 
celebration  has  been  dubbed  the 
quintessential  summer  camp  for 
food  lovers  by  the  nation's  pre- 
miere food  writers. 

Golfers  should  plan  their  trip  in 
time  for  the  Mauna  Lani-hosted 
Senior  Skins  Game  on  the  Kohala 
Coast,  and  a  chance  to  watch  Jack 
Nicklaus,  Arnold  Palmer,  Lee 
Trevino  and  Chi  Chi  Rodriguez  hit 
few.  Should  you  choose  not  to 
walk  the  course,  you  can  stroll  thel 
nine  miles  of  coastal  trails  and  see 
some  of  the  12,000  petroglyph  rod 
carvings  early  Polynesian  voyagers 
left  to  tell  the  story  of  their  travels. 


The  Ritz-Carlton  Mauna  Lani  has 
itroduced  a  new  concept  in  the 
Tort  to  preserve  and  enhance  the 
irious  aspects  of  Hawaii's  culture 
-  the  Hawaii  Committee.  The  goal 
f  this  group  is  to  create  authentic 
land  experiences  for  guests  of  the 
;sort.  Experts  are  on  hand  to 
tplain  Hawaiian  quilt  making, 
inoe  carving,  coconut  frond  weav- 
ig,  hula  and  Hawaiian  music, 
heir  annual  Big  Island  Bounty  fes- 
tal —  a  celebration  of  harvest 
om  land  and  sea  —  is  considered 
ie  state's  premiere  showcase  for 
awaiian  Regional  cuisine. 

A  drive  around  the  Big  Island 
kes  you  to  the  site  where  Captain 
Dok  made  his  last  stop  —  discov- 
ing  Hawaii  for  the  West.  You 
ill  see  boiling  lava  as  it  pours  into 
e  sea  from  the  world's  largest  vol- 
inic  eruption,  flowing  since  1983- 
ie  lush  Waimea  area  is  home  of 
e  225,000-acre  Parker  Ranch,  the 
rgest  privately  owned  cattle  ranch 

the  U.S.  (don't  tell  the  Texans). 
ie  new  Parker  home  is  open  to 


a, 
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land  Paradise 


visitors  and  includes  a  rare  gallery 
of  French  Impressionist  paintings  — 
the  personal  collection  of  the  late 
Richard  Smart.  Broadway  star  and 
owner  of  the  Parker  Ranch,  Smart 
also  buiit  an  exceptional  regional 
theater  in  Waimea.  Be  sure  to 
catch  some  drama  or  comedy  while 
you  are  there. 

OTHER  ISLAND 
DESTINATIONS 

Vacationers  seeking  a  more 
secluded  holiday  should  consider 
some  of  Hawaii's  smaller  islands. 
Options  include  the  island  of  Kauai, 
where  "Jurassic  Park"  was  filmed,  or 
the  tiny,  private  island  of  Lanai  — 
more  treasures  to  put  on  your  list  of 
adventures  to  come. 

If  you  really  want  to  plan  ahead, 
Hawaii's  newest  destination  will  be 
the  volcanic  island  of  Loihi,  sched- 


uled to  break  the  surface  of  the 
ocean  in  about  60,000  years.  Hawaii 
is  the  only  state  that  is  still  growing 
—  the  Big  Island  gains  about  90 
acres  of  new  land  every  year. 

LAND  OF  ALOHA 

In  Hawaii,  the  culture  and  history 
are  cherished,  the  water  is  pure,  the 
beaches  are  clean,  the  streets  are  safe 
and  the  sun  warms  your  spirit.  The 
tremendous  diversity  of  experience  is 
the  mark  of  a  Hawaiian  vacation. 

Hawaiians  have  kept  their  fascinat- 
ing heritage  alive  through  the  cele- 
brations and  rituals  that  invite  visitors 
to  participate.  You  may  travel  to 
Hawaii  for  its  sheer  beauty,  but  you 
will  leave  enriched  by  its  character. 


Written  by  Lynn  Cook 

design:  leslie  singer  design,  nyc 


"Hawaii's     *  1  Resort-H.otel" 


who  should  kno 


They  must  have  heard  the  echo  of 
a  well-struck  drive  over  black  aa  lava 
and  open  ocean  to  the  7th  hole.  They 
must  have  made  a  hundred  crisp  volleys  on 
grass  courts  then  nodded  off 
counting  ripples  from  sea  turtles  in  the  ancient 
Hawaiian  fishponds.  They  must  have  tasted  the 

One  Mauna  Lani  Drive,  Kohala  Coast 


MAUNA  LANI 
RESORT 


Cuisines  of  the  Sun,  experienced  the  spa, 
discovered  five  diamonds  in  the  guest- 
rooms. They  must  have,  those  oft'traveled, 
worldly  readers  of  Andrew  Harper's  Hideaway 
Report  who  voted  Mauna  Lani  Bay 
#1  in  Hawaii.  Phone  your  travel  agent  or 
1-800-327-8585  or  808-885-6622. 

Island  of  Hawaii  96743-4000 


AAA  Five  Diamond  Award  <m"W  w  A  Member  of  UxfJfadinfiiatebafthifMbrW    Pan  Pacific  Hotels  and  Resorts 


THE  MAUNA  LANI  BAY 

Hole!  and  Bungalows 


83  magical  .ipiril  thru;-.'  m  lh<-  volcano  your  family  hikes  al 
dunrise.  And  I  breach  through  the  lei  we  drape  around  your 
dhouGerd.  You  'll feel  ltd  mystique  while  fishing  for  mahi  mahi, 
or  paddling  an  outrigger  canoe,  ltd  even  been  known  to  lickU 
little  children  at  a  hula 
Usdon.  So  be  it 
Kapalua  orAfauna 
Ijani,  you'll find  an 


On  These  Islands 


Magic  Just  Seems  To 
Happen.  For  Instance, 


atmosphere  ad  welcoming  and  festive  ad  the  Hawaiian*)  t hem- 
delved.  For  reservations  call  your  travel  professional  or  Kapalua 
on  Maui  al  800-262-8440  or  Mauna  fjani  on  The  Big  Id/and  at 
800-845-9905.  When  you  return,  you  'll  bring  back  memories  of 

a  place  where  your 
family  discovered 
another  civilization, 
as  well  as  each  other. 


YOUR  KIDS  MIGHT 
ACTUALLY  START 
THINKING  YOU'RE  COOL. 


The  Ritz-Carlton* 

Resorts  Of  Hawai'1 
Kapalua  •  Mauna  Lani 


Amelia    Island    •    Aspen    •    C  a  n  c  u  n     •    Kapalua    •    La  gun  a    Niguel    •    Mauna    Lani     •    Naples    •    Palm    Beach    •    Ran  c  ho  Miraj 


(prancing  lessons) 


Norse  Horse 

"Compared  with  an  Icelandic,  a  regular  horse  is  just  a  plodding  tank,  "say  its  handlers.  Believe  it. 


WHAT  HAS  HAIR  LIKE  TlNA  TURNER,  THE 
high-step  of  a  Rockette,  and  the  tone  and  tem- 
perament of  a  dedicated  family  dog? 

Why,  it's  an  Icelandic  horse — of  course,  of  course. 
And  Dan  Slott,  an  Icelandic  horse  breeder  in  Ancram- 
dale,  N.Y.,  thinks  the  cute  and  cuddly  little  cquines 
just  might  be  the  greatest  thing  on  four  legs. 

"There's  a  saying  in  Iceland  that  when  you  ride  one 
of  these  horses  you  feel  like  a  king,"  boasts  Slott,  who 
toiled  in  junk  bonds  at  Bear  Stearns  for  15  years  before 
heading  out  on  his  own  in 
1989.  "It's  a  regal  type  of 
animal,  elegant  and  ma- 
jestic. Compared  with  an 
Icelandic,  a  regular  horse 
is  just  a  plodding  tank." 

Whoa.  Some  explana- 
tion, please. 

The  Icelandic  horse 
has  been  isolated  on  that 
little  spot  in  the  North 
Atlantic  since  the  800s, 
when  Norse  settlers 
brought  their  steeds  over 
from  northern  Europe. 
Over  the  years,  govern- 
ment regulation  has  kept 
the  breed  clean:  no  out- 
side horses  are  allowed 
in,  and  once  a  horse  leaves 
it's  not  allowed  back.  What's  more,  diligent  culling 
helps  weed  out  inferior  stock,  which  often  end  up  on 
the  dinner  plates  of  horse-eating  Icelanders. 

Stuck  out  in  the  middle  of  nowhere,  far  from  the 
human  exigencies  that  have  shaped  other  breeds,  the 
Icelandic  has  retained  much  of  its  ancient  character 
and  remains  the  most  naturally  five-gaited  horse.  It's 
best  known  for  its  thick  mane  and  tail,  as  well  as  for 
the  toelt,  a  high-stepping  running  walk,  much 
smoother  than  a  trot  and  perfect  for  scampering  over 
Iceland's  rugged  terrain. 

"Other  horses  may  have  a  proclivity  towards  the 
toelt,  but  none  does  it  as  naturally,"  says  Slott.  "It's 
a  magical,  fluid  gait  that  makes  the  rider  feel  like 
he's  floating  on  air." 

We've  always  wanted  to  float,  and  so  we  visited 


An  Icelandic,  in  full  toelt 


Slott 's  estate  in  Columbia  County,  N.Y.,  to  try  one  of 
his  horses  on  for  size.  Being  6'4",  we  weren't  sure  how 
we'd  fit,  as  Icelandics  stand  only  13V2  to  14V2  hands  (just 
under  five  feet)  high.  "One  of  the  big  prejudices  they 
have  to  overcome  is  their  size,"  says  Slott.  "Everyone 
thinks  Icelandics  are  small.  But  once  they  get  on  and 
feel  the  power  and  the  movement,  they  usually  tell  me 
they  felt  like  they  were  on  a  much  bigger  horse." 

In  Iceland,  the  horses  have  no  natural  enemies  and 
are  quite  integrated  into  people's  lives.  "They're  more 

like  dogs  over  there,"  Slott 
told  us,  "definitely  fami- 
ly." It  showed:  his  horses 
were  relaxed  and  comfort- 
able around  us  and  each 
other;  playful,  even — with 
none  of  the  head-tossing 
and  skittishness  so  many 
other  breeds  exhibit. 

Saddling  up,  we  told 
Slott  about  a  friend  of 
ours  who  had  ridden  an 
Icelandic  and  found  the 
toelt  to  be  pure  agony. 
"There  are  a  lot  of  green 
L.    ^m^**      horses  out    there,"  he 
ipgjg^^^^^^v        sighed.  "  rhey're  lcelandi< 
all  right,  but  they're  not 
well-trained."  Slott  says 
he  holds  off  until  his  hors- 
es are  four  years  old  and  fully  developed.  "Then  we  do 
it  the  Icelandic  way,  and  with  a  lot  of  time  and  care." 

He's  even  brought  over  a  real  live  Icelander  to 
do  the  training  for  him:  one  Kristjan  Kristjansson, 
whose  family  owns  the  horse  farm  from  which  Slott 
buys  his  stock. 

We  rambled  around  the  property  together,  some- 
times riding  three  across.  The  toelt  proved  quite 
smooth,  with  none  of  the  bouncing  around  of  a  trot. 
The  horse's  height  wasn't  a  problem,  either;  though  to 
be  sure  we  looked  a  little  silly  in  the  photos  we  snapped. 

Slott  has  been  breeding  Icelandics  since  1985,  and 
showed  his  horses  to  great  applause  at  the  Hampton 
Classic  in  1991  and  '93.  They  run  $12,000  to  $20,000. 

Call  Dan  Slott  at  518-329-0185.  For  the  U.S.  Ice- 
landic Horse  Congress,  call  805-688-6355. 
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ven  Spirit  Bay, 

•n^stralia'i^ 
o^thern  coast*, \y 
ffikli  of/he 
up  to  you 


Like  Anchorage,  Darwin  is  a  jumping-off  town  for 
the  wilds  surrounding  it,  and  most  of  that  jumping  is 
done  in  small  planes.  After  a  night  at  the  friendly  and 
comfortable  Beaufort  Hotel,  we  took  a  cab.  out  to  the  pri- 
vate terminal  for  Executive  Air  Charter.  The  flight  to  the 
Cobourg  Penin- 


and  indeed,  the  humid,  velvety  touch  of  the  air  did  sort 
of  make  you  want  to  go  sit  in  a  rocker  under  a  sweetgum 
tree  and  open  up  a  can  of  sardines. 

Instead,  upon  arriving  at  the  lodge,  we  sat  at  a  pol- 
ished, jarrah  wood  table  set  with  linen  and  Wedgwood  in 

a  high-ceilinged, 


The  Cobourg  Peninsula — with  its  dugongs  and  manta  rays, 
its  false  killer  whales  and  sharks  and  saltwater  crocodiles,  its  unequivocal 
remoteness — is  the  site  of  the  exotic  Seven  Spirit  Bay. 


sula  over  Van 
Diemen  Gulf  — 
with  its  dugongs 
and  manta  rays, 
its  false  killer 
whales  and 
sharks  and  salt- 
water crocodiles, 
its  unequivocal 
remoteness  — 
took  45  minutes. 
We  landed  on  a 
little  red-clay 
strip  cut  out  of 
the  bush  and 
were  met  there 
by  a  Toyota  Land 
Cruiser  in  which 
we  were  driven 
for  30  minutes 
more  to  Seven 
Spirit  Bay. 

If  you  have  not 
already  sensed 
from  the  flight 
over  Van  Die- 
men  Gulf  in  exactly  how  exotic  a  place  you 
are,  this  drive  will  announce  it  to  you  loudly  and  clearly.  I 
happen  to  love  wilderness  lodges  and  have  visited  them 
in  Labrador,  British  Columbia,  Alaska,  Honduras, 
Belize,  Costa  Rica,  New  Zealand  and  New  Guinea.  By 
definition,  the  site  of  any  such  lodge  is  exotic,  but  some 
are  more  so  than  others,  and  none  is  more  so  than  the 
Cobourg  Peninsula.  Your  first  experience  with  the  bush 
there  and  its  rushing,  dappling  light,  its  giant  red  termite 
mounds,  woolly-butt  and  screw-palm  trees,  kookaburras 
and  bouncing  wallabies,  frill-necked  lizards  and  peering 

Timor  ponies,  can 
make  you  feel 
trapped  in  the 
pages  of  a  Dr.  Seuss 
book.  In  such  cir- 
cumstances the 
mind  clutches  for 
some  familiar 
frame  of  reference. 
All  mine  could 
come  up  with  were 
Your  first  experience  with  the  bush  the  drab  pine 
can  make  you  feel  trapped  woods  and  red  clay 

in  the  pages  of  a  Dr.  Seuss  book.       of  south  Alabama; 


air-conditioned 
dining  room. 
And  we  ate,  not 
sardines  at  all, 
but  tiger  prawns 
with  coriander, 
pork  with  juli- 
enned  carrots  in 
a  soy  and  sake 
sauce,  and  an 
exquisite  mango 
and  ginger  sor 
bet — a  heart 
lifting  but  other 
wise  grounding 
lunch,  since  all 
great  food  is 
the  same  happy 
place. 

The  crisp, 
lovely  dining 
room  at  Seven 
Spirit  Bay  is  part 
of  the  "social 
hub,"  or  main 
building,  which 
also  comprises  a  bar  and  lounge,  a  photo- 
graphic darkroom,  a  reception  area  and  shop,  and — con- 
nected by  a  walkway — a  library/conference  room.  Skirt- 
ing the  rear  of  this  elegantly  designed  main  building  arel 
an  open  dining  terrace  and  broad,  partially-shaded  decksi 
that  front  a  lagoon-like  freshwater  pool  edged  with 
stones  and  ferns.  Standing  on  the  terrace  in  full  post- 
prandial glow,  looking  beyond  the  pool  through  a  littlel 
copse  of  palms  to  a  white  new-moon  beach  embracing  a| 
tongue  of  blue  sea,  the  weary  traveler  immediately  sensesl 
that  all  is  well  at  this  place. 

That  sense  can  only  be  amplified  when  he  and  his  wife 
are  taken  to  their  "habitat,"  the  ungainly  word  used  at) 
Seven  Spirit  Bay  to  describe  the  wonderful,  eucalyptus- 
nested,  hexagonal  bungalows  in  which  guests  are  housed., 
There  are  24  of  these  little  buildings,  each  sited  for  maxi- 
mum privacy,  for  views  of  the  Bay,  and  for  exposure  tol 
the  sights  and  sounds  of  the  bush,  with  five  of  the  walls 
made  only  of  screen  and  adjustable  louvers.  On  the  out-l 
side,  the  bungalows  are  spare  and  unobtrusive;  inside, 
they  are  spacious,  clean-lined  and  stylish,  with  twin  ceil- 
ing fans  over  twin  queen-sized  beds,  stocked  refrigera- 
tor-minibars,  and  satellite  telephone  with  which  you 
could  call  your  office  in  Toledo  if  for  some  unimaginable 
reason  you  should  want  to  do  so. 


L 
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Delighted  with  these  digs, 
Patricia  and  I  put  down  our  bags 
and  went  to  look  at  our  bath- 
room. To  do  that  at  Seven  Spir-  » 
it  Bay  you  walk  20  steps  or  so  ! 
down  a  path  to  a  separate  struc-  | 
ture  that  is  enclosed  enough  for  f 
privacy  and  function,  but  other-  ': 
wise  open-air,  planted  with  gf 


creepers  and  ferns,  tiled  in  shiny 
white,  and  stocked  with  design- 
er toiletries. 

Bob  the  Banteng  bull  grazed 
in  the  bush  near  our  bungalow. 
Sharing  that  bush  with  him 

were  various  other  animals,  ten  kinds  of  lizards,  five 
kinds  of  frogs,  nine  kinds  of  snakes,  and  over  20  makes  of 
birds.  Ubiquitous  was  a  family  of  wallabies — a  big, 
indifferent-looking  male  and  his  mate  who  carried  a 
"Joey"  in  her  pouch.  This  baby  and  mother  stared  at 
Patricia  and  me  on  our  first  walk  over  to  the  main  build- 
ing with  exactly  the  same  high-  and  low-beam  expres- 
sions of  startled  assessment.  Everywhere  at  Seven  Spirit 
Bay  nature  is  invited  to  the  party;  everywhere  you  go,  you 
walk  through  glimpses  and  sounds  of  creatures  as  though 
through  a  fine  rain.  And  that,  says  Basil  Noonan,  the 
lodge's  genial,  capable  manager,  is  the  point. 

Now  in  its  fourth  year  of  operation,  Seven  Spirit  Bay 
occupies  its  own  distinct  track  in  the  "eco-tourism" 
movement  that  elsewhere  in  the  world  has  tourists 
shelling  out  handsomely  to  build  wood-duck  nests  and 
spy  on  egg-laying  turtles.  Frankly,  there  is  a  certain 
amount  of  gobbledygook  associated  with  this  movement, 


"Habitat"  is 
the  ungainly 
word  used  at 
Seven  Spirit 
Bay  to  describe 
the  wonderful, 

eucalyptus- 
nested,  hexago- 
nal bungalows 
in  which  guests 
are  housed. 


"An  inexhaustible  supply  of  headlands,  underwater  reefs  and  exposed  rocks 
to  cast  with  spinning  tackle  or  medium-heavyweight  fly  gear for  giant 
and  golden  trevally,  jacks,  mackerel  and  queerifish. " 


which  has  defined 
itself  at  one  Aus- 
tralian conference 
as  "ecologically 
and  socially  re- 
sponsible nature-based  tourism  that  fosters  environmen- 
tal appreciation  and  understanding."  And  too  often  the 
movement's  "pro-activity" — to  use  one  of  its  own  annoy- 
ing words — and  its  carping  imperatives  to  do  something 
meaningful  with  your  spare  time,  can  seem  shrilly  old- 
maidish.  At  best. 

Happily,  there  is  no  carping  at  Seven  Spirit  Bay.  Basil 
Noonan  and  his  preternaturally  good-natured  staff  of  15 
are  delighted  if  all  you  can  manage  of  your  ecological  and 
social  responsibility  is  to  lie  by  the  pool  all  week.  Cer- 
tainly some  of  the  Lodge's  literature  waxes  archly  about 
recapturing  a  lost  one-ness  between  people  and  place, 
reconnecting  "with  the  whole  directly  through  our  inner 

sense,"  and  so  forth.  Grant- 
ed, the  place  takes  its  name 
from  a  confusing-looking 
drawing  of  a  wheel  that  is 
purported  to  depict  the  tra- 
ditional Aboriginal  calen- 
dar. The  wheel,  according  to 
the  non-Aborigines  who 
conceived  it,  divides  the  year 
into  seven  spirit  seasons 
which  interact  somehow 
with  the  seven  habitats  of 
the  Cobourg  Peninsula — 
Ocean  Wilds, 
Shoreline,  Water- 
worlds,  Paperbark 
Swamps,  Rain- 
forest Jungle, 
Arnhem  Bush 
and  Age-Old 
Rocks — making  for  49  pos- 
sible "ecological  encounters" 
during    the    year,  and 
then. .  .but  in  all  honesty,  this 
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was  about  as  far  as  I  was  able  to  follow 
that  line  of  thinking. 

This  sort  of  thing  either  is  or  is 
not  your  cup  of  tea.  If  it  is,  Basil  can 
give  you  things  to  read  that  are 
steeped  in  it,  and  for  all  I  know  he 
may  keep  a  New  Age  troll  in  the 
basement  of  the  Lodge  who  can  talk 
to  you  about  it;  but  if  it  is  not,  no  one 
will  pester  you  with  it.  And  indeed 
there  is  no  need  to,  since  guests  at 
Seven  Spirit  Bay  cannot  possibly 
avoid  real  ecological  encounters  (or 
"wilderness  interfaces"  or  what  have 
you)  even  if  they  want  to.  What  the 
Lodge  does — quite  wonderfully  and 
without  fanfare — for  eco-tourism  is 
to  put  travelers  in  the  middle  of  an 
ancient  and  interesting  wilderness 
environment,  provide  opportunities 
for  them  to  learn  about  it  and  then 
leave  them  alone  in  sublime  comfort 
to  enjoy  it.  The  unique  triumph  of 
the  place,  one  realizes  within  hours 
of  arriving  there,  is  in  the  delicate 
balances  it  strikes — of  style  and  scale 


We  had  landed 


in  a  thrillingly 
unlikely  oxymoron: 
a  truly  luxurious 
wilderness  lodge. 


with  the  landscape,  and  of  nature 
with  nurture. 

On  our  first  night  at  the  Lodge, 
while  bathing  in  what  could  pass  for 
Eden's  own  shower  stall  and  looking 
forward  to  an  Australian  cabernet 
with  the  grilled  loin  of  buffalo  I  had 
seen  on  the  hand-printed  evening's 
menu,  I  watched  a  frog  hop  across  the 
gleaming  white  tiles  of  our  bathroom 
and  realized  with  soaring  anticipation 
for  the  next  few  days  that  we  had 
landed  in  a  thrillingly  unlikely  oxy- 
moron that  no  amount  of  conference 
rhetoric  could  camouflage:  a  truly 
luxurious  wilderness  lodge. 

EACH  MORNING  IN  THE 
lobby  of  Seven  Spirit  Bay  a 
board  announces,  with  words 
and  charming  little  drawings,  a  menu 
of  activities  for  the  day.  There  is  no 
shortage  of  these.  A  typical  day's 
options  might  include  two  or  three 
different  kinds  of  fishing;  offshore 
sailing  on  Touche,  a  50-foot  ocean 


"What  Seven  Spirit  Bay  does for  eco-tourism  is  to  put  travelers  in  the  middle  of  an  ancient  and  interesting  wilderness 
environment,  provide  opportunities  for  them  to  learn  about  it  and  then  leave  them  alone  in  sublime  comfort  to  enjoy  it. " 
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racing  yacht;  a 
half-day  trip  to  the 
bony  ruins  of  Vic- 
toria Settlement, 
the  last  British 
attempt  to  colonize 
the  Peninsula;  a 
mountain  bike  ride 
along  Banteng  cat- 
tle trails;  exploring 
bays  and  beaches  in 
one  of  the  Lodge's 
numerous  and  vari- 
ous-sized motor 
launches;  an  over- 
night stay  in  a  tent- 
ed bush  camp;  and 
various  walks — 
bird  and  wildlife- 
watching  walks, 
coral  reef  walks, 
beach  walks,  swamp 
walks  and  bush 
walks — all  of  them 
accompanied  by  a 
trained  naturalist 
who  will  explain  to 

you  what  you  are  seeing,  naming  things  right  and  left. 
Two  or  three  times  a  week  all  this  activity  is  capped  off 
just  before  dinner  by  a  slide-show  on  the  flora,  fauna  and 
history  of  the  area. 

What  you  will  not  see  listed  on  the  activity  board, 
despite  the  fact  that  the  Lodge  is  surrounded  by  some 
of  the  most  beautiful  beaches  and  inviting  ocean  water 
on  earth,  is  anything  that  involves  swimming,  diving  or 
even  wading  in  that  ocean.  There  are  a  number  of  very 
good  reasons  for  that,  all  of  them  inhabiting  the  Arafura 
Sea.  Starting  with  the  smallest  of  them,  there  are  dead- 
ly stone  fish  to  step  on  and  sea  snakes  to  bite  you.  Then, 
in  some  months,  there  are  box-jellyfish,  known  as 
stingers,  whose  appallingly  poisonous  tentacles  can  cause 
immediate  cardiac  and  respiratory  arrest.  And  finally, 
there  are  sharks  and  ocean-roaming  saltwater  crocodiles 
up  to  20  feet. 

On  our  first  morning  at  the  Lodge,  I  looked  over  at  a 
small,  lapping  turquoise  bay,  maybe  a  hundred  yards 
across,  and  ventured  to  Myles  Mulvay,  the  Lodge's  natu- 
ralist, that  I  thought  I  might  just  swim  across  it  and  back 
to  cool  off. 

"Mmmmm,  I  wouldn't  do  that,"  he  said.  But  then  he 
squinted  at  the  Bay  and  scientific  curiosity  almost  got  the 
better  of  him.  "I  do  wonder  how  far  you'd  get... maybe 
halfway  across?  Maybe  not." 

Over  the  course  of  our  visit,  we  took  a  number  of 
absorbing  walks  in  the  Cobourg  Peninsula  bush  with 
Myles,  who  was  encyclopedic  without  being  pedantic.  It 
is  very  old  land,  this  land  of  the  Aboriginal  ancestors — at 


The  "galleries" at  Umorrduk: 
"At  some  point  more  than  20,000  years 
ago,  human  beings  started  painting 
on  those  rocks  and  others  in  this  area 
of  Australia,  and  those  paintings — 
of  now-extinct  animals,  rainbow 
serpents  and  yam  spirits — were 
the  world  s first  art. " 

'1%  '  least  65  million 
'J  years  old.  At 
ms  one  time,  like 
||§  all  very  old 
ran  land,  it  har- 
bored  a  bestiary 
b.'i'U  of  monsters, 
both  real  and 
imagined  — the 
Thylacaleo,  or  marsupial  lion;  Tasmanian  devils  and 
tigers;  a  Perenty  lizard  30  feet  long;  the  Boly-yas,  a  flop- 
eared  and  vengeful  Aboriginal  bogeyman  that  ate  human 
flesh  but  left  the  bones;  the  Manu-manu,  fanged  and 
Yeti-like,  who  moved  underground  and  carried  off 
strangers.  Now  it  is  a  far  more  hospitable  place  than  its 
neighboring  sea,  with  only  a  few  (mostly  nocturnal) 
snakes  and  strychnine  trees  to  worry  about,  and  a  non- 
threatening  bestiary  made  up  primarily  of  the  feral  pigs, 
buffalo,  ponies  and  cattle  introduced  by  the  English,  and 
native  bandicoots,  wallabies  and  dingos. 

We  saw  all  of  these  animals  and  had  them  named  for 
us,  along  with  ghost  gum,  a  tree  the  color  of  sea  foam; 
bloodwood,  ironwood  and  milkwood;  kerosene  trees, 
Carpentaria  palms.  We  got  a  short  course  in  some  of  the 
Aborigines'  "bush  tucker"  such  as  green  plumb,  cocky 
apple  and  billygoat  plum.  We  saw  how  the  Aborigines 
would  follow  seed  cases  on  a  vine  to  yams,  fingered  and 
smelled  the  lemongrass  they  used  to  put  their  babies  to 
sleep,  and  ate  a  few  of  the  tart  green-ant  asses  they 
favored,  guessing  they  might  be  better  with  tequila.  We 
watched  crested  cockatoos  and  kookaburras  clatter 
through  the  skinned,  ghostly  eucalyptus,  treed  a  two- 
foot,  frill-necked  lizard  in  a  pandanus  palm  and  sat  by  a 
billabong  in  a  paperbark  swamp  and  watched  doves  and 
emerald  pigeons  come  in  to  water. 
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Much  of  the  hush  had  a  park-like  feel  to  it,  with  little 
undergrowth,  and  the  air  there  was  moist,  hot,  soft.  In 
mid-morning  the  verdure  was  strobed  with  tremulous, 
candied  light,  and  the  entire  world  seemed  to  have  gone 
green.  Resting  there  against  a  termite  mound,  it  was  easy 
to  see  where  the  Boly-yas  and  Manu-manus  came  from. 

But  for  a  much  clearer  view  of  Aboriginal  apparitions, 
you  leave  the  bush  around 
the  Lodge  and  take  a  short 
chartered  flight  arranged  by 
Seven  Spirit  Bay  to  Umor- 
rduk,  a  thousand-square- 
kilometer  holding  of  the 
Gummulkbun  Aborigines 
which  contains  some  of  the 
world's  best  and  oldest  rock 
art.  Brian  Rooke,  a  Tasmani- 
an  Aborigine  whose  wife  is  a 
Gummulkbun,  is  the  host 
and  tour  guide  at  Umorrduk, 
bringing  in  only  small  groups 
for  the  day,  or  to  stay  for  a  night  or 
two  at  his  clean  and  comfortable 
safari  camp.  Brian  offers  his  guests 
bush-walking  tours,  barramundi 
fishing,  even  mud  crab  and  sting  ray 
spearing;  but  the  real  draw  for  Brian 
is  the  prehistoric  art  equivalent  to  the 
Louvre  that  he  has  in  his  backyard. 
The  two-billion-year-old  quartzitic 
sandstone  outcroppings  there  were 
occupation  sites  and  shelters  during 
the  wet  season  from  as  far  back  as 
50,000  to  60,000  years  ago.  At  some 
point  more  than  20,000  years  ago, 
human  beings  started  painting  on 
those  rocks  and  others  in  this  area  of 
Australia  in  iron-oxide  and  alu- 
minum-oxide pigment,  and  those 
paintings — of  now-extinct  animals, 
rainbow  serpents  and  yam  spirits — 
were  the  world's  first  art. 

Brian  calls  each  rock  with  major 
paintings  on  it  a  "gallery,"  and  there 
are  hundreds  of  these  galleries  at 
Umorrduk,  some  crowded  with 
paintings  that  date  variously  from  the 
other  side  of  20,000  years  all  the  way 
up  to  only  a  hundred  years  ago.  The 
effect  of  that  crowding  is  surreal:  a 
painting  of  a  steamship  cheek-by- 
jowl  with  one  of  a  rhinoceros-looking 
beast  extinct  for  15,000  years,  and  on 
the  rock  ceiling  above  them  a  "grass  painting,"  the 
world's  first  abstract  expressionism,  made  by  an  artist 
using  clumps  of  grass  to  throw  paint  onto  an  area  he 
couldn't  reach. 


o 


"Cobourg  Cuisine" 
is  the  description 
someone  has  hung 
on  the  cooking  at 
Seven  Spirit  Bay, 
but  they  could  call 
it  roadkill,  and  it 
would  still  be  some 

of  the  best  food 
I  have  ever  eaten. 


NE  OF  THE  BEST  OF  MANY  GOOD  REASONS 

to  visit  Seven  Spirit  Bay  is  for  the  fishing  it 
offers,  which  can  be  as  good  as  mixed-bag, 
light-tackle  saltwater  angling  gets.  Since  the  waters  sur- 
rounding the  Lodge  are  part  of  a  marine  park  and  have 
never  been  commercially  fished,  the  fishing  is  also  as 
close  to  virgin  as  it  is  possible  to  find,  with  a  quantity  and 

variety  of  gamefish  that  are 
nothing  short  of  profligate. 

The  Lodge  is  set  up  to 
provide   three   types  of 
fishing,  and  it  provides  all 
three  very  well,  with  knowl- 
edgeable guides  and  good 
boats  and  equipment.  For 
the  less-than-committed 
angler,  there  are  daily  two- 
or  three-hour  trolls  around 
the     Bay    for  trevally, 
queenfish  and  mackerel. 
Then  there  are  half-day  to 
full-day  trips  out  to  an  inexhaustible 
supply  of  headlands,  underwater 
reefs  and  exposed  rocks  to  cast  with 
spinning  tackle  or  medium-heavy- 
weight fly  gear  for  giant  and  golden 
trevally,    jacks,    mackerel  and 
queenfish — splendidly  game  fish,  all 
of  them,  ranging  in  size  up  to  30  or 
40  pounds.  We  spent  one  morning 
happily  at  this  with  two  young  guides 
named  Brett  and  Brett,  hooking  up 
frequently  to  big,  water-smashing, 
metallic-colored    pelagic  fish. 
Nonetheless,  we  were  told  it  was  an 
off  day:  around  one  of  the  reefs  we 
fished,  False  Turtle  Rock,  an  Ameri- 
can angler  had  recently  boated  50  fish 
on  a  fly  rod  in  a  single  morning. 

But  the  most  interesting  and 
unique  fishing  at  Seven  Spirit  Bay  is 
a  45-minute  bush-drive  from  the 
Lodge  in  Trepang  Creek,  one  of 
numerous  brackish-water  creeks  that 
rise  inland  on  the  Peninsula  and  flow 
to  the  Bay.  We  fished  this  one,  guid- 
ed by  Brett  Smith  and  Damian  Lane, 
for  a  distance  of  maybe  five  miles 
from  where  the  dinghies  are  kept  to 
the  mouth,  casting  flies  and  plugs 
into  runoff  gutters  and  arthritic- 
looking  mangrove  roots.  The  water 
was  the  color  of  coffee  with  one 
cream  and  myriad  with  life.  Mud  crabs  clicked  on  the 
black  mud  banks;  birds  screeched  and  wheezed  in  the 
mangroves.  And  the  creek,  no  wider  than  a  back  porch  in 
places,  snaked  through  unknowable  vegetation  to  the  sea. 
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)n  view  September  8  -  October  8:  The  Art  of  Walter  Stuempfig  (1914-1970),  brochure  available 


RICHARD  YORK  GALLERY 

21  East  65th  St.,  NY,  NY  10021    212-772-9155  Fax:212-288-0410 


In  this  small,  slow,  mysterious  water  we  hooked  baby 
tarpon,  estuary  cod,  mangrove  jacks,  jack  crevalle, 
queenfish,  catfish,  threadfin  and  blue  salmon,  and  the 
redoubtable  barramundi.  We  boated  some  of  these  and 
released  them  all,  as  one  is  encouraged  to  do  at  Seven 
Spirit  Bay.  We  also  released,  with  laughable  difficulty,  a 
six-foot  crocodile  that  Brett  hooked  in  the  foot  and  had 
to  bring  to  the  boat  in  order  to  retrieve  his  plug.  Once 
released,  the  crocodile  hung  in  the  water  staring  at  us  and 
feeling... what,  exactly,  it  was  hard  to  know  since  he  was 
going  with  his  poker  face. 

At  the  estuary  we  lunched  on  a  sandbar  between  the 
slides  of  two  much  larger  crocodiles.  Brett  and  Dami- 
an  spread  a  tablecloth  on  the  sand,  and  we  fed  there  on 
giant  prawns  and  crawfish  tails,  peeled 
and  splayed  mangoes,  smoked  salmon 
and  mackerel,  cubes  of  feta  cheese,  slices 
of  ham,  cole  slaw  with  raisins,  fruit, 
fresh  rolls  and  coconut  cookies — a  mod- 
est fishing  lunch,  perhaps,  but  enough 
to  fortify  us  for  the  afternoon's  hard 
work  of  angling  our  way  back  up 
Trepang  Creek. 


THE  DAYS  AT  SEVEN  SPIRIT  Bay 
tend  to  organize  themselves  grace- 
fully and  languidly  between  activi- 
ty and  creature  comforts.  You  go  to  bed 
early  there  because  there  is  very  little  else 
to  do  after  dining  and  because  the  beds 
themselves  are  so  inviting.  And  you  wake 
early  to  rising  bird  sound  and  the  knobby 
eucalyptus  trees  outside  your  habitat  in 
intricate  relief  against  a  lemony  sky. 
Watched  by  the  wallaby  family,  scattering 
lizards,  you  walk  over  to  the  main  build- 
ing, to  the  groaning  board  of  fresh  fruits, 
juices  and  cereals  that  is  the  breakfast 
buffet.  One  of  the  unfailingly  cheerful 
waitresses  brings  you  a  plunger  pot  of 
coffee,  and  you  sit  on  the  dining  terrace  in 
the  cool,  limp  early  air  with  whether-or- 
not-to-have-a-hot-breakfast  the  only 
major  decision  on  your  plate. 

Then  you  sail,  or  fish,  or  bush  walk, 
and  either  have  a  brilliant  lunch  afield  or 
return  to  the  Lodge  for  Thai  beef,  say,  or 
scallops  with  a  sweet  dill  vinaigrette.  More 
wilderness  interfacing  activity  in  the  after- 
noon (or  a  book  by  the  pool  and  a  nap), 
and  then  you  ease  into  evening — ideally 
with  a  sundown  swim  and  drink.  I  came 
very  quickly  to  believe  that  the  single  best 
place  on  earth  to  have  a  gin  and  tonic  was 
in  the  pool  at  Seven  Spirit  Bay  with  the 
sun  sliding  vividly  into  the  sea. 


"Cobourg  Cuisine"  is  the  tony  description  someone 
has  hung  on  the  cooking  at  Seven  Spirit  Bay,  but  they 
could  call  it  roadkill,  and  it  would  still  be  some  of  the  best 
food  I  have  ever  eaten  anywhere  in  the  world.  The 
influences  are  well-chosen  Indonesian,  Thai  and  Malay; 
the  ingredients  of  same-day  fresh  local  seafoods,  tropical 
fruit  and  vegetables,  and  the  best  of  Australia's  very  good 
meats,  are  hard  to  improve  on;  and  the  preparation  and 
presentation  of  the  food  are  simply  sensational.  Every 
night  the  menu  sings  to  you  of  appetizers  such  as  oven- 
roasted  spatchcock  served  with  a  curried  tomato  relish,  or 
tempura  prawns  with  a  sweet  chili  and  lime-leaf  dipping 
sauce;  of  char-broiled  pork  tenderloin,  or  Arafura  Sea 
bugs  sauteed  with  Vietnamese  hot  mint  and  green  curry, 


"Wherever  you  find  it,  deep  luxury  just  seems  to  ride  the  air 
and  fall  over  you  as  diffusely  as  sunlight. " 
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For  Your  Next  Meeting,  Aim  a  Little  Higher. 


Deep  in  the  Southern  Rockies  lie  two  hundred  and  fifty  spectacular  square  miles 
known  as  Forbes  Trinchera.  Its  tallest  peak  reaches  14,345  feet  into  the  Colorado  sky,  and  its 
mountains  sweep  down  into  valleys  as  green  and  fertile  as  a  Kentucky  meadow. 

This  historic  tract  of  land  was  bought  by  publisher  Malcolm  S.  Forbes  in  1969  as 
a  natural  escape  to  a  place  far  from  Wall  Street  and  corporate  stress.  It  is  this  aspect  of  this 
wonderful  land  that  the  Forbes  family  have  decided  to  share  with  like-minded  colleagues. 

The  buildings  of  Forbes  Trinchera  have  been  remodeled  to  provide  superb 
accommodation,  but  it  is  still,  essentially,  a  ranch. 

Whilst  there,  you  can  ride  the  land  on  horseback,  or  on  trail-bike.  You  can  fly-fish  on  its  miles 

of  streams,  or  hike  its  thousands  of  trails.  You  will  have  special  rights  at  a  nearby 
golf  and  swimming  club,  or  you  can  shoot  skeet  until  every  clay  looks  as  big  as  a  house. 
And,  when  there's  work  to  be  done,  our  main  conference  room  can  seat  up  to  sixty. 

However  you  choose  to  use  it,  Forbes  Trinchera  will  provide  a  lookout  point  from  which  to  view 
the  world.  Two  hundred  and  fifty  square  miles.  Fifty  staff.  Mountains.  Valleys.  Lakes.  Streams. 

Call  1-800-FORBES-5,  and  allow  us  to  tell  you  more. 

Forbes  Trinchera  Ranch 

A  Forbes  Executive  Retreat 


finished  with  rice-wine  vinegar,  for  your  main  courses; 
and  then  of  pecan  nut  butter  cake  with  cinnamon  crearn, 
oranges  Grand  Marnier  with  macadamia  nut  praline, 
fruit  and  chocolate  pate.  The  Lodge's  selection  of  mostly 
vintage  Australian  wines  is  small  but  excellent,  and  those 
wines  and  the  meals  they  grace  are  served  stylishly  and  in 
good  time  at  candlelit,  beautifully 
laid  tables.  When  dinner  is  over,  you 
might  finish  your  day  as  I  took  to 
doing,  ambiguously  but  delicious- 
ly — enjoying  a  good  brandy  and 
cigar  while  gazing  out  over  a  moon- 
bathed,  unimpeachable  wildness. 

After  only  two  or  three  days  of 
this  schedule  at  Seven  Spirit  Bay,  I 
began  to  hear  a  sort  of  hum,  one  I 
have  heard  before  but  not  often 
enough.  It  is  the  sound  of  what  I  call 
"deep  luxury."  Luxury  is  in  the 
details.  At  Seven  Spirit  Bay  it  is  in 
the  linen  kimonos,  flashlights  and  umbrellas  provided  for 
you  in  your  room  for  trips  to  the  bath,  in  the  butter  rolled 
into  little  logs,  in  how  there  is  never  a  leaf  in  the  pool  and 
how  the  napkins  are  folded,  in  how  the  staff  caters,  smil- 
ing, to  whatever  you  want  before  you  know  you  want  it. 
Deep  luxury  is  having  exactly  what  you  need  of  these 
details  in  a  given  place — no  more,  no  less.  It  is  a  matter 
of  means  being  precisely  sufficient  to  their  ends,  of  luxu- 
ry so  natural  to  its  environment  and  timed  so  perfectly 
that  its  production  is  invisible.  Wherever  you  find  it, 
deep  luxury  just  seems  to  ride  the  air  and  fall  over  you  as 
diffusely  as  sunlight.  It  stirs  in  you  the  desperately  dan- 
gerous sense  that  this  is  what  life  is  supposed  to  be  like. 


o 


The  hand,  perhaps,  of  the  Boly-yas, 
the  Aboriginal  bogeyman? 


N  THE  EVENING  BEFORE  WE  LEFT,  I  TOOK  A 

mountain  bike  ride  out  to  the  spectacular  ocean 
overlook  called  Gunner's  Quoin  and  came  back 
to  the  lodge  hot,  muddy  and  thirsty.  Michelle  made  me 
a  gin  and  tonic  in  the  bar,  and  I  sat  there  with  it,  pecking 
at  the  mixed  nuts  and  evidently  looking  hungry. 

Michelle  disappeared  into  the 
kitchen  and  in  a  few  minutes 
emerged  with  a  heartbreakingly 
beautiful  tray  of  golden  trevally 
sashimi.  She  put  this  marvel  down 
in  front  of  me  with  a  smile  and 
offered  me  a  pair  of  ornately  carved 
chopsticks — a  means  precisely  suffi- 
cient to  an  end.  I  finished  the  sashi- 
mi and  carried  my  drink  outside  and 
into  the  pool.  As  I  lolled  and  soaked 
there  to  an  orange  sunset,  Michelle 
leaned  over  the  terrace  railing  to  ask 
me  if  there  was  anything  else  I 
required.  "No  thanks,"  I  told  her.  Then  I  remembered 
that  we  were  leaving  the  next  day  and  realized  in  a  small 
panic  that  a  bus  might  run  over  me  before  I  could  land 
again  in  the  lap  of  deep  luxury. 

"Michelle,"  I  said,  "there  is  one  thing.  Do  you  suppose 
tonight,  as  a  sort  of  pre-appetizer  appetizer,  Patricia  and 
I  might  have..." 

"Another  tray  of  sashimi?"  Without  waiting  for  an 
answer,  she  said,  "Consider  it  done."  • 

Charles  Gaines  is  a  writer  whose  latest  book  is  A  Fam- 
ily Place  (Grove/Atlantic).  His  other  books  include  Stay 
Hungry  and  Dangler. 


To  Bay  Or  Not  To  Bay 


The  Australian  national  airline, 
Qantas,  has  standard-setting,  twice-weekly 
flights  from  San  Francisco  to  Cairns,  the  most 
convenient  gateway  to  Seven  Spirit  Bay.  A  non-stop 
flight  to  Darwin  from  Cairns  takes  two  hours  and 
change  (six  hours  from  Sydney).  Stay  at  the  Beaufort 
Hotel  in  Darwin,  and  if  you  like  casual,  Greek- 
influenced  seafood  restaurants  in  old  warehouses,  don't 
miss  Christo's  on  the  wharf. 

Seven  Spirit  Bay  is  open  all  year  except  in  February, 
the  peak  of  the  "wet"  season,  which  lasts  from  Decem- 
ber through  March.  Fishing  is  best  from  mid-August 
to  mid-November  and  in  April  and  May.  June  through 
September  is  best  for  wildlife  viewing,  and  the  bush  is 
at  its  lushest  from  March  through  May.  The  weather 
on  the  Cobourg  Peninsula  is  hot  year-round,  with  an 
average  temperature  of  80  degrees. 

Rates  at  Seven  Spirit  Bay  are  approximately  $260 
per  person  per  night  twin  share  and  include  food  but 


not  beverages,  and  some  activities.  Children  are  $175 
per  night.  The  roundtrip  charter  flight  from  Darwin 
costs  $200.  Transfers  are  made  on  Wednesdays  and 
Saturdays. 

Seven  Spirit  Bay  can  arrange  for  a  charter-flight  visit 
for  a  day  of  rock  art  viewing  at  Umorrduk,  which  is 
worth  every  penny  of  the  $160  per  person  fee  charged 
by  Brian  Rooke. 

A  final  note:  Seven  Spirit  Bay  is  not  a  place  for 
everyone.  It  is  about  as  far  away  as  you  can  get  in  the 
world  and  still  be  comfortable,  safe  and  exceedingly 
well-fed,  and  it  provides  a  first-rate  wilderness  experi- 
ence for  people  who  like  nature  but  hate  tents.  There 
are  no  TVs,  golf  courses,  tennis  courts,  discos  or  beauty 
parlors  at  Seven  Spirit  Bay.  If  you  need  any  of  those 
things,  or  if  you  can't  cope  with  the  odd  bug  bite  or  the 
odd  frog  in  your  bathroom,  don't  go. 

Contact:  Pathways  International,  Box  3276,  Spartan- 
burg, S.C.  29304;  800-628-5060;  fax  803-583-7237. 
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An  FYI  Travel  Guide 

See  the  FYI  reader  service  card 
or  call  the  advertisers  in  this  Travel  Guide 
for  valuable  travel  information. 


Take  A  Break  At  The  Top 

Deep  in  the  Southern  Rockies 
lie  two  hundred  and  fifty  spectacular 
square  miles  known  as  Forbes 
Trinchera.  Its  tallest  peak  reaches 
14,345  feet  into  the  Colorado  sky. 

You  can  ride  the  land  on  horse- 
back, or  on  trail-bike,  fly-fish  on  its 
streams,  or  hike  its  thousands  of 
trails,  swim,  golf  at  nearby  clubs. 
And,  when  there's  work  to  be  done, 
our  main  conference  room  can  seat  up 
to  sixty. 

Call  1-800-FORBES-5 

Forbes  Trinchera  Ranch 

A  Forbes  Executive  Retreat 


Fly  a 
MiG 
in 

Moscow 

Break  the  sound  barrier  in  a  MiG-21 .  Climb 
to  the  edge  of  space  in  a  MiG-25.  Experience 
the  incredible  tailslide  in  the  MiG-29.  You 
need  not  be  a  pilot.  MIGS  etc.  offers  a  variety 
of  planes  and  flight  packages.  Packages  start 
at  $5500.  Call  for  a  free  brochure. 


MIGS    MIGS  etc., Inc. 

800  MIGS  ETC  (USA) 

813  923-0607 


CUNARD 


Queen  Elizabeth  2 


CUNARD'S  QUEEN  ELIZABETH  2 
WORLD  CRUISE  1995.  Circumnavigate 
the  globe  or  simply  navigate  your  own 
breathtaking  piece  of  it.  From  January 
through  April,  join  the  QE2  and  explore 
south  America,  the  South  Pacific, 
Australia,  the  Orient,  India,  Africa,  the 
Mediterranean  and  more.  For  a  free 
brochure  call  1-800-221-8200. 


1 

CUNARD 

SRGHFJORD 

CUNARD  SAGAFJORD  WORLD 
CRUISE  1995.  From  January  through 
April,  Five-Star-Plus  Sagafjord  will 
take  you  on  a  Pacific  Odyssey.  Visit  the 
South  Pacific,  Australia,  the  Orient  and 
more.  Cruises  are  15  to  109  days.  For  a 
free  brochure  call  1-800-221-8200. 
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EUROPEAN  RIVER  CRUISES.  See 

the  heartland  of  Europe  in  a  magical 
way.  Take  a  7  or  11  day  river  cruise 
through  Austria,  Germany  or  the  South 
of  France  from  March  through 
November.  Call  your  travel  agent,  or 
call  1-800-221-8200  for  a  free 
brochure. 

CUNARD 
AMERICA  ^ 

^  RIVERS! 


The  "Hot  &  Cool 
Places  To  Go11  Travel 

Guide  is  an 
Advertiser's  Paradise 

J^ri  For  next  ^t" 
opportunity  call: 

Linda  Loren 
hone:  12121  620-2440 
Fax:  121 21  620-7472 


he  Siberian  tiger  weighs  550  pounds.  I  weigh 
250  pounds.  The  tiger  stretches  12  feet,  tip  to 
tail.  I  stand  only  6 '4".  I  am  a  writer.  The  tiger 
is  in  a  different  line  of  work.  It  is  a  carnivore. 

The  tiger  opens  its  mouth.  Its  breath  is  a  charnel 
house.  Its  teeth  are  railroad  spikes.  No  question  about 
it,  this  is  a  meat  eater.  And  I,  like  you,  am  meat. 

Which  raises  the  question  why  Tippi  Hedren — 
lovely,  charming,  and  possibly  sane — is  encouraging 
me  to  scratch  this  monster  behind  the  ears. 

Tippi,  who  began  her  career  being  pecked  to  rib- 
bons in  Alfred  Hitchcock's  The  Birds,  is  den  mother 
to  70  or  so  big  cats:  30  lions,  13  tigers,  and  a  miscel- 
lany of  leopards,  panthers,  cougars  and  servals. 

There's  not  a  vegetarian  among  them. 

Tippi  still  has  all  her  limbs.  Fingers,  too.  I  reflect 
on  this  fact,  find  comfort  in  it,  and  step  closer  to  the 
tiger.  "Nice  kitty,"  I  say  in  a  hopeful,  albeit  high- 
pitched,  voice. 


Tippi  Hedren  is  President  of  The  Roar  Foundation,  a 
charity  shelter  for  abandoned  big  cats. 
Abandoned? 

Yes.  There  being  no  necessary  correlation  between  net 
worth  and  IQi  wealthy  people  sometimes  purchase  exotic 
felines  as  pets.  Buyer's  remorse  is  the  predestined  outcome. 
Leopards  laugh  at  litter  boxes.  A  playful  lion  cub  can  trash 
an  18-room  house  in  an  hour.  When  a  baby  cheetah  uses  its 
owner's  leg  for  a  scratching  post,  only  sutures  will  suffice.  At 
the  age  of  four  months,  a  tiger  will  go  through  two  pounds 
of  ground  round  a  day;  at  the  age  of  four  years,  it  takes  more 
like  20  pounds  to  keep  kitty  happy.  (You  do  want  to  keep 
kitty  happy,  don't  you?)  And  as  for  being  bitten — big  cats' 
mouths  are  zoological  gardens  of  toxic  fauna.  Even  a  gentle 
nip  can  mean  gangrene  poisoning. 

And  so — perhaps  while  contemplating  the  remains  of  what 
once  was  a  priceless  Bokhara — the  owner  of  an  overgrown 
tabby  begins  to  think  about  finding  a  new  home  for  puss. 

Unfortunately,  such  animals  cannot  be  released  into  the 
wild.  Being  raised  by  humans  makes  them  easy  prey  to 

q   poachers.  Zoos  are  glutted  with  big  cats.  And  there  isn't 

I   much  of  an  aftermarket  for  pre-owned  carnivores — nor 

^   should  there  be. 

Enter  Tippi  Hedren.  She  cares  for  such  critters  at  her 

"f-  60-acre  ranch  cum  wildlife  preserve  in  Southern  California. 

So 

I  BY  JOSEPH  R.  CARBER 
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It's  in  an  isolated  canyon  less  than  an  hour's  drive  north 
of  the  Burbank  Airport.  She  calls  it  "Shambala,"  a  San- 
skrit word  meaning  a  meeting  place  of  peace  and  harmo- 
ny for  man  and  beast. 

The  Shambala  Preserve  originally  was  the  set 
for  an  African  movie  produced  by  Hedren  and  her  ex- 
husband.  Planted  with  800 
trees,  graced  by  a  lake  and 
running  stream,  divided 
into  15  spacious  com- 
pounds for  the  animals, 
Shambala  reminds  me  of 
central  Africa. 

I  have  spent  the  morn- 
ing watching  Tippi  and 
her  wranglers  take  Sham- 
bala's  inhabitants  out  for 
walks,  give  them  their  toys 
(lions  just  love  bowling 
balls),  and  amble  through 
the  animals'  compounds. 
As  Tippi  greets  the  cats  by 
name,  they  trot  over  to  lick 
her  hands,  making  what  I 
prayerfully  hope  are  affec- 
tionate noises.  She  tells  me 
that,  were  I  to  invest  the 
time,  I  too  could  befriend 
the  beasts  and  play  with 
them — always  bearing  in 
mind  that  a  quarter-ton 
predator's  definition  of 
jolly  fun  may  differ  from  my  own. 

Now  I'm  getting  ready  to  scratch  a  Siberian  tiger 
behind  the  ears.  Really.  I  am  going  to  do  this.  Any 
minute  now. 


Taking  care  of  the  creatures  is  expensive.  Hedrens 
residents  devour  the  equivalent  of  a  small  law  firm 
every  week — over  a  ton  of  meat. 


essary  to  maintain  Shambala,  and  you've  got  a  $350,000- 
a-year  budget.  Hedren  funded  the  creation  of  Shambala 
out  of  her  own  pocket.  She's  put  virtually  every  nickel  she 
owns  into  it  ($250,000  to  date)  and  manages  the  opera- 
tion without  a  salary. 

"We're  desperately  looking  for  endowments,"  she  says, 
believably,  "as  well  as  grants  for  educational  studies." 

Contributions  and 
admission  fees  are  Sham- 
bala's  principal  source  of 
income.  The  preserve  is 
open  to  the  public  one 
weekend  each  month 
(reservations  are  required), 
and,  on  other  weekends, 
private  groups  can  sched- 
ule tours.  Visitors  are  cau- 
tioned that  dressing  in 
long  pants  is  the  greater 
wisdom — after  all,  to  a 
carnivore,  an  unclad  leg  is 
merely  a  midday  snack. 
Further,  because  a  big  cat's 
frame  of  reference  for  crea- 
tures that  stand  below  eye 
level  is  markedly  different 
from  its  opinion  of  those 
who  stand  above,  no  chil- 
dren are  allowed.  By  the 
same  token,  bending  over 
or  squatting  down  is  poor 
practice,  being  in  tiger 
terms  a  culinary  tempta- 
tion. Finally,  visitors  should  not  wear  perfume,  cologne, 
aftershave,  or  other  scented  substances;  big  cats  believe, 
quite  reasonably,  that  that  which  smells  interesting  prob- 
ably tastes  interesting,  too. 


Hedren  incorporated  Shambala  and  The  Roar 
Foundation  as  a  not-for-profit  in  1983.  Its  mission  is  to 
rescue  big  cats  from  people  who  should  know  better — a 
frost-bitten  panther  found  starving  in  a  Wyoming  garage; 
a  leopard  imprisoned  in  a  closet  by  a  Newport  Beach 
socialite;  a  pair  of  lion  cubs  owned  by  a  low-rent  Vegas 
magic  act;  another  little  lion,  this  one  given  to  Barbra 
Streisand  by  her  former  hairdresser/boyfriend  Jon  Peters. 

At  Shambala,  Tippi  nurses  the  animals,  and  does  her 
best  to  befriend  them — an  undertaking  that  has  given  the 
actress  a  fine  repertoire  of  blood-chilling  anecdotes. 
Most  times  she's  successful.  Sometimes  she's  not. 
Nonetheless,  Shambala's  cats  are  a  handsome  lot,  far 
healthier  and  happier-looking  than  any  big  cats  I've  seen 
in  the  wild. 

Taking  care  of  the  creatures  is  expensive.  Shambala's 
residents  devour  the  equivalent  of  a  small  law  firm  every 
week— over  a  ton  of  meat — plus  vitamin  supplements, 
contraceptives  and  medicines.  Add  to  that  the  labor  nec- 


I  STRETCH  MY  HAND  TOWARD  THE  SIBERIAN.  I  WONDER  I 

if  I  should  have  put  on  deodorant  today.  Too  late  now. 

The  animal's  paws  are  the  size  of  catchers'  mitts.  Its 
claws  are — in  more  ways  than  one — meathooks.  Sham- 
bala? I  ask  myself.  A  place  of  peace  and  harmony?  Would 
not  a  better  name  have  been  Jurassic  Park? 

I  touch  the  tiger.  It  makes  a  low  chuff- chuff- chuffing 
sound  of  delight. 

Later,  I  watch  a  videotape  of  the  episode.  It  shows  me 
stroking  a  magnificent  Siberian  tiger,  wearing  an  expres- 
sion of  unutterable  bliss  on  my  face. 

Tippi  Hedren  and  a  purring  tiger.  Gentlemen,  it  gets 
no  better  than  this.  • 

{Shambala  Preserve.,  P.O.  Box  189,  Acton,  California,  9JSI0>\ 
805-268-0380.) 

Joseph  R.  Garber,  a  contributor  to  Forbes,  never  bites\ 
the  hand  that  feeds  him. 
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Visiting 


▲  One  of  SAA's  four  Boeing  747  400s,  in  a  total  fleet  of  49  aircraft,  flies  over  Durban, 
South  Africa's  main  East  Coast  city  and  premier  port. 
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vacation,  think  on  this  for  a  moment. 
South  Africa,  a  mere  14  hours  non-stop 
flying  time  from  New  York,  is  now  open 
for  business,  offering,  for  example,  the 
most  richly  varied  eco-tourism  on  our 
planet. 

Suddenly  this  is  a  country  with  most 
favored  nation  status.  It  seems  only 
yesterday  that  it  was  on  the  brink  of 
ethnic  conflagration.  Now,  having 
renounced  its  apartheid  past  and 
embraced  democracy  after  a  remarkably 
swift  and  relatively  peaceful  transition, 
South  Africa  enjoys  enthusiastic  support 
from  American,  European  and  Asian 
governments  in  concerted  efforts  to 
develop  the  country's  potential  as  the 
leader  of  an  economic  renaissance  on 
the  African  continent. 

South  Africa  is  a  nation  built  on  the 
exploitation  of  well  over  half  the 
world's  mineral  wealth,  and  its  skewed 
economy  is  a  captive  of  declining 


international  raw  materials  markets  and 
erratic,  mainly  downward  spiralling 
prices.  New  industries  must  be  built  and 
foreign  currency  must  be  earned  if  the 
world's  youngest  democracy  is  to  meet 
the  expectations  of  its  people  and  of  an 
investment  community  hankering  after 
new  growth. 

Tourism,  which  is  likely  to  be  the 
world's  biggest  industry  by  the  turn  of 
the  century,  is  also  South  Africa's  most 
obvious  and  natural  new  growth 
industry.  The  infrastructure  is  already  in 
place:  modern  cities  and  hotels,  great 
wilderness  areas,  vast  wildlife 
sanctuaries  with  the  most  exclusive 
private  lodges,  and  beach,  mountain  and 
casino  resorts.  But  South  Africa  does  not 
see  its  attractions  ending  there.  It  views 
itself  as  an  integral  part  of  southern 
Africa.  Visitors  to  South  Africa  are 
therefore  only  a  few  hours  from  such 
scenic  wonders  as  Zimbabwe's  Victoria 
Falls,  Botswana's  Okavango  Swamps, 


Malawi's  lakelands,  East  Africa's 
Serengeti  Plains  and  South  Africa's  own 
Hawaii,  the  Indian  Ocean  island 
paradise  of  Mauritius. 

Yet,  despite  its  great  attractions, 
South  Africa's  share  of  foreign  tourists  is 
minuscule.  Apartheid-induced  sanctions 
and  ostracism  aggravated  by  domestic 
political  upheaval  have  resulted  in  South 
Africa  drawing  only  2%  of  its  GNP  from 
tourism  compared  with  the  world 
average  of  6.1%.  If  South  Africa  had  kept 
pace  with  international  trends,  some 
five  and  possibly  six  million  tourists 
would  have  visited  South  Africa  last 
year.  In  fact,  only  1.7  million  foreign 
visitors  entered  the  country.  Based  on 
generally  accepted  estimates  that  for 
every  30  foreign  tourists  one  direct  and 
two  indirect  jobs  are  created,  the  loss  in 
employment  opportunities  and  foreign 
currency  earnings  is  substantial. 

^Readers  of  Business 
Traveler  International 
magazine  have  voted  SAA 
Best  Airline  to  Africa" 

But  enough  of  what  might  have  been. 
South  Africa  now  has  the  opportunity  to 
turn  back  the  past.  Led  by  President 
Nelson  Mandela,  a  former  prisoner  of 


The  majestic  Drakensberg  range  of 
mountains  in  South  Africa's  garden 
province,  Natal,  hosts  numerous  resorts 
and  provides  demanding  challenges  for 
hikers  and  mountaineers  T 


the  apartheid  regime  and  a  legend  in  his 
own  lifetime,  the  country  is  slowly 
making  peace  with  itself  and  forging 
institutions  and  practices  that  reflect  the 
culture  and  aspirations  of  all  its  people. 

Take  South  African  Airways. 
Celebrating  its  60th  anniversary  this 
year,  SAA  is  the  42nd  largest  airline  in 
the  world,  but  it  has  nevertheless 
established  a  reputation  for  good,  often 
excellent  and  sometimes  outstanding 
service.  Indeed,  Decanter  magazine 
recently  placed  SAA's  First  Class  wine 
list  among  the  top  five  in  the  world.  Not 
bad  for  a  small  airline  from  somewhere 
in  the  so-called  dark  continent  and 
particularly  good  when  you  consider 
that  the  wines  are  not  only  South  African 
born  and  bred  but  that  they  consistently 
win  top  prizes  at  the  best  international 
exhibitions.  Readers  of  the  Un- 
distributed Business  Traveler 
International  magazine  have  voted  SAA 
"Best  Airline  to  Africa,"  an  award  that  it 
has  received  from  the  UK's  Executive 
Tra t  eller  magazine  for  five  consecutive 
years.  Competing  as  SAA  does  with  the 
world's  leading  airlines  on  the  Africa 
route,  awards  of  this  nature  point  to  a 
touch  of  class. 

The  problem,  as  Felicia  Mabuza- 
Suttle,  SAA's  new  executive  manager  in 
charge  of  corporate  relations,  sees  it,  is 


that  the  airline  and  its  traditions  have 
reflected  the  culture  of  a  minority  of 
South  Africans.  "There  has  always  been 
a  feeling  of  pride  in  SAA,"  she  explains, 
"but  this  was  shared  mainly  by  white 
South  Africans.  All  South  Africans  must 
now  share  this  pride."  Mabuza-Suttle 
herself  is  a  particularly  vibrant  and 
vivacious  representative  of  what  is 
known  as  the  new  South  Africa.  A  black 
South  African  -  hence  the  Shangaan 
name  in  the  first  part  of  her  surname  - 
she  married  an  American  while  studying 
in  the  U.S.  during  the  apartheid  years. 

"An  airline,"  she  says,  "carries  to  the 
world  the  most  visible  image  of  a 
country.  SAA  must  be  a  symbol  of  our 
new  national  unity  and  pride." 

Transforming  the  airline  has  been  the 
business  of  chief  executive  Mike 
Myburgh  and  his  colleagues  for  some 
time,  but  taking  on  board  people  such  as 
Mabuza-Suttle  is  giving  the  process 
greater  credibility  and  direction  that  is 
summed  up  by  Ian  Bromley,  senior 
manager  for  marketing  communications 
worldwide:  "We  used  to  see  ourselves  as 
a  South  African  airline,"  he  says,  "but  we 
now  see  ourselves  as  an  international 


_ 


lirline  and,  specifically,  as  Africa's 
global  airline." 

The  implications  of  such  a 
ransformation  are  profound.  SAA  has 
nainly  white  staff,  so,  in  the  main,  only 
>Iack  South  Africans  are  now  being 
mployed  to  align  the  airline  with  the 
country's  population  mix  of  35  million 
)lacks  and  five  million  whites.  Existing 
taff  are  being  retrained  and  encouraged 
o  gain  appreciation  of  the  aspirations  of 
he  new  society.  In  short,  as  Mabuza- 
uttle  puts  it,  SAA  is  trying  to  instil  a 
eeling  of  "Ubuntu"  among  its  staff. 

"Ubuntu"  can  be  loosely  translated  as 
ommunalism,  or  possibly  African 
lumanism.  It  refers  to  the  tendency  of 
African  people  to  place  the  interests  of 
he  community  above  those  of  the 
ndividual.  "We  want  to  create  a  feeling 
»f  community,  a  collaborative  style  of 
vorking."  explains  Mabuza-Suttle.  "We 
>elieve  this  will  create  a  more 
pontaneous  and  warmer  environment 
nd  develop  for  the  airline  a  more 
listinctive  African  style." 

Changing  an  airline  with  a  distinctive 
vhite  South  African  and,  particularly, 
drikaner  culture  built  up  over  60  years 


is  not  easy.  "We  operate  on  the  premise 
that  our  diversity  of  ethnic  groups  is 
our  strength,"  says  Mabuza-Suttle. 
"Afrikaners  are  renowned  for  their 
hospitality  and  if  we  can  combine  that 
with  the  best  of  the  spontaneity  of  our 

^  We  are  trying 
to  develop  an  African 

style  which  has 
its  own  charm 
and  spontaneity 


other  peoples,  we  will  have  the 
competitive  edge." 

Chief  executive  Myburgh  marvels  at 
the  way  conservative  whites  in  SAA  have 
accepted  the  need  for  change. 
"President     Mandela's  conciliatory 
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approach  has  made  this  possible,"  he 
says.  "People  who  were  opposed  to 
change  no  longer  feel  threatened  and 
they  want  to  play  their  part  in  building  a 
new  society." 

Bromley  translates  into  international 
terms  SAA's  striving  to  build  a  more 
representative  African  character:  "The 
Ubuntu  philosophy,"  he  says,  "is  not 
dissimilar  to  Japanese  teamwork.  Asian 
airlines  are  so  good  because  of  the  style 
of  their  service.  We  are  trying  to  develop 
an  African  style  which  has  its  own 
charm  and  spontaneity.  Our  crew  must 
really  want  to  please  passengers  and  try 
to  meet  their  individual  needs.  Already, 
one  in  eight  of  our  crew  is  drawn  from 
South  Africa's  black  communities  and 
we  are  getting  very  good  reports  on  the 
quality  of  their  service.  The  next  batch 
of  graduate  trainees  will  all  be  black.' 

SAA's  need  to  rediscover  itself  as  an 
international  airline  and  as  "Africa's 
global  airline"  is  made  more  pressing  by 
the  new  competition  it  faces.  "South 
Africa  has  an  open-skies  policy," 
Bromley  explains.  "Some  51  airlines 
now  compete  for  passengers  to  and 
from  South  Africa  and  within  South 
Africa."  As  a  result,  SAA  has  had  to 
revise  its  routes. 

Domestically,  SAA  no  longer  tries  to 
service  all  regional  routes  with  its  jets, 
and  a  new  airline,  SA  Express,  in  which 
SAA  has  a  minority  shareholding, 
handles  many  of  these  routes  with 
smaller  aircraft. 

Internationally,  SAA  has  ceased 
services  to  such  destinations  as 
Portugal,  Greece  and  Italy,  and  has 
placed  greater  emphasis  on  London, 
Frankfurt  and  Zurich.  Middle  East 
services  focus  on  Tel  Aviv  and  Dubai. 

Meanwhile,  SAA  is  increasing  its 
frequencies  to  the  Far  East  as  business 
and  tourist  traffic  between  South  Africa 
and  Asia  steps  up. 

SAA  serves  the  U.S.  with  four  flights  a 
week  to  New  York  and  two  to  Miami. 
Through  a  close  association  with 
American  Airlines,  it  is  seeking  to 
extend  services  to  Los  Angeles 
"American  business  travelers  see 
Johannesburg  as  the  gateway  to  sub- 
Saharan  Africa  and  business  is  picking 
up  as  they  make  exploratory  trips,"  says 
Bromley.  "Increased  trade  and 
eventually  new  investment  will  see 
tourist  traffic  pick  up  substantially." 


Renowned  for  its  scenic  beauty,  Cape 
Town  is  South  Africa's  most  historic  city 
*l   and  a  premier  tourist  destination. 
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A  watchful  Kudu  at  a  waterhole  in  South  Africa's  most  sought-after  tourist 
destination,  the  Kruger  National  Park. 


From  Johannesburg,  South  Africa's 
biggest  city,  SAA  now  serves  24 
destinations  in  Africa.  It  is  also  working 
with  Tanzanian  and  Ugandan  interests 
to  form  a  new  cooperative  airline  and 
hopes  to  extend  such  ventures  to  other 
parts  of  the  continent. 

South  American  services  are  routed 
through  Rio  de  Janeiro  and  Sao  Paulo, 
but  SAA  wants  to  develop  South  Africa 
as  a  through  route  from  Brazil  and 
Argentina  to  Asia. 

Striving  to  become  "Africa's  global 
airline"  means  that  SAA  must  give 
international  class  to  its  services.  "For 
example,"  says  Bromley,  "on  flights  to 
the  Far  East  we  will  offer  mainly 
Oriental  cuisine.  In  general,  we  will 
strive  to  meet  travelers'  expectations  of 
a  fine  international  airline,  but  we  want 
to  do  it  with  a  distinctive  African  style  of 
service." 

To  make  flying  with  SAA  more 
rewarding,  the  airline  has  introduced 
the  Voyager  frequent  flyer  program.  "In 
doing  so,"  says  Bromley,  "SAA  has 
drawn  on  the  experience  of  other 
airlines  and  tried  to  avoid  pitfalls 
encountered  by  some  international 
carriers.  For  example,  points  earned 
through  Voyager  must  be  used  within 
three  years  or  they  lapse." 

SAA   senior  general  manager,  Nick 


Vlok,  says  the  airline  will  begin 
marketing  Voyager  to  American 
travelers  later  this  year.  "There  is  no 
doubt  that  more  Americans  will  visit 
South  Africa  as  interest  in  our  country 
grows,"  he  says. 

Vlok  is  also  confident  that  South 
Africa's  tourism  infrastructure  will  be 
able  to  cope  as  the  number  of  foreign 
visitors  increases.  There  is  a  lot  of  spare 
capacity,"  he  says,  "and  developers  of 

^ ...  substantial  increases 
in  the  number  of  tourists 

is  the  kind  of  problem  we 
would  love  to  deal  with" 

hotels  and  other  infrastructure  will  keep 
pace  with  demand.  In  any  case, 
substantial  increases  in  the  number  of 
tourists  is  the  kind  of  problem  we  would 
love  to  deal  with." 

Quips  Mabuza-Suttle:  "When  I  was  in 
America  during  the  apartheid  years,  I  did 
everything  I  could  to  stop  Americans 
from  dealing  with  South  Africa.  Now 
that  we  have  a  democratic  country,  I  am 
doing  everything  to  ensure  that  as  many 
Americans  as  possible  visit  our  country. 
I  am  also  making  every  effort  to  ensure 
that  as  many  Americans  as  possible 
invest  in  our  country." 


Suit 
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un  International  is  the  leading 
leisure  resort  group  in  southern  Africa. 
It  operates  33  resorts  with  4,500  rooms 
in  southern  Africa  and  the  Indian  ( )cean 
islands  of  Mauritius  and  Comores. 

Each  of  the  company's  properties  is 
tailored  to  its  location,  but  they  all  share 
a  common  thread  of  luxury 
accommodation,  high  levels  of  service, 
outstanding  recreational  facilities  and 
excellent  value  for  money. 

So  successful  is  the  Sun  International 
formula  that  it  is  now  expanding 
throughout  the  world.  The  company 
recently  acquired  extensive  holdings  on] 
Paradise  Island  in  the  Bahamas  and  is  I 
currently  embarking  on  the  first  phase 
of  a  10-year  master  plan  to  create  a 
resort  complex  that  will  be  one  of  the 
finest  in  the  Caribbean. 


mm 
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International 


Sun  International's  best-known  resort 
>  Sun  City,  situated  about  100  miles 
orthwest  of  Johannesburg.  When  it 
pened  in  1979.  Sun  City  offered  South 
iricans  an  entirely  new  resort  concept, 
ltuated  on  the  edge  of  a  long-extinct 
olcano  and  adjoined  by  a  135,000-acre 
ame  reserve,  Sun  City  provided  340 
oorns  of  luxury  hotel  accommodation, 
championship  golf  course  designed  by 
igendary  three-times  U.S.  Masters 
/inner  Gary  Player,  a  55-yard-long 
wimming  pool,  a  man-made  lake  for 
/ater  sports,  tennis  courts,  and  a  casino 
rith  50  gaming  tables  and  hundreds  of 
lot  machines. 

The  resort  was  an  instant  success  and 
rew  at  a  breathtaking  pace.  Today  Sun 
:ity  has  four  hotels  ranging  from  family- 
tyle  accommodation  to  five-star  luxury. 


Along  the  way,  Sun  City  built  a 
US$10  million  Entertainment  Centre 
incorporating  a  6,000-seat  indoor 
stadium,  which  has  featured  mega-stars 
such  as  Frank  Sinatra,  Bryan  Adams  and 
Elton  John. 

The  group,  under  chairman  Sol 
Kerzner,  has  acquired  a  reputation  for 
bold  innovation.  A  good  example  of  this 
is  the  latest  southern  Africa  venture.  The 
Lost  City  at  Sun  City,  an  African  fantasy 
theme  resort  that  cost  US$280  million 
when  it  opened  at  the  end  of  1993.  It  is 
a  safe  bet  that  even  the  most  well- 
traveled  tourist  will  never  have  seen 
anything  like  The  Lost  City.  The  theme 
is  the  rediscovery  of  the  remnants  of  a 
long-lost  African  civilization  in  the  midst 
of  a  densely  vegetated  man-made  rain 
forest,  replete  with  gushing  waterways 


▲  The  Lost  City  stands  in  splendid 
isolation  in  the  African  bush. 

and  wildlife  sculptures.  The  rain  forest  is 
filled  with  1.2  million  plants  and  3,200 
different  types  of  trees  from  around  the 
world. 

As  visitors  wander  through  the  jungle 
they  "rediscover"  the  remnants  of  an 
ancient  city,  into  which  is  woven  a 
staggering  array  of  water  features.  The 
Valley  of  the  Waves  is  the  world's  most 
advanced  water  park,  with  restaurants, 
bars,  pools,  flume  rides  and  The  Roaring 
Lagoon,  where  surfers  ride  six-foot 
breakers. 

At  the  heart  of  all  this  is  the 
magnificent  Palace  of  The  Lost  City  at 
Sun  City,  a  338-room  hotel,  one  of  the 
most  unusual  and  spectacular  hotels  in 
the  world.  In  the  courtyard  sits  a  life-size 
bronze  sculpture  of  famed  African 
elephant  Shawu.  So  spacious  are  the 
public  areas  of  the  hotel  that  Shawu 
could  easily  wander  into  the  hotel 
without  crowding  guests. 

Each  room  at  The  Palace  is 
individually  furnished  to  extremely  high 
standards,  with  service  and  cuisine 
unparalleled  in  Africa. 

Of  Sun  City's  vast  array  of  sporting 
activities,  golf  is  one  of  the  most 
popular.  In  addition  to  the  original  Sun 
City  course  -  home  of  the  annual  Million 
Dollar  Golf  Challenge,  the  world's 
richest  and  most  exclusive  golfing  event 
-  a  second  course  was  added  at  The  Lost 
City,  which  designer  Gary  Player  says  is 
his  dream  come  true.  Carved  out  of 

A  sculpture  of  Shawu,  one  of  Africa's 
great  elephants,  stands  proudly  in  a 
forecourt  of  The  Lost  City,  flagship  of  Sun 
International's  resort  hotels  in  southern 
Africa. 
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A  The  dramatic  reception  hall  of  The  Lost 
City,  with  its  domed  roof  and 
greenery. 

virgin  bush,  it  has  what  must  be  one  of 
the  world's  most  unusual  and  daunting 
water  hazards,  a  pool  full  of  enormous 
Nile  crocodiles  at  the  13th  hole. 

Sun  City  is  now  the  most  frequently 
visited  tourist  destination  in  South 
Africa,  along  with  Cape  Town  and  the 
Kruger  National  Park.  Sun  International 
is  busy  refurbishing  Sun  City's  other 
hotels  to  ensure  they  are  fitting  partners 
for  The  Palace.  These  will  be  completed 
in  time  for  the  busy  end-of-year  holiday 
period. 

Sun  City  is  often  compared  to  Las 
Vegas  as  one  of  the  world's  leading 
leisure  complexes.  It  now  attracts  nearly 
three  million  tourists  a  year  and  offers 
something  for  everyone,  and  frequently 
hosts  world  title  boxing  matches  and  the 
Miss  World  Pageant. 

Convention  and  banqueting  facilities 
at  Sun  City  are  the  best  in  Africa, 
providing  venues  and  state-of-the-art 
support  for  everything  from  an  intimate 
get-together  to  a  jamboree  for  4,300 
delegates. 

The  Pilanesberg  National  Park,  which 
adjoins  Sun  City,  ranks  among  the  finest 
and  most  scenic  game  reserves  in 
southern  Africa.  Safari-goers  can  see  the 
Big  Five  -  elephant,  rhino,  lion,  buffalo 
and  leopard. 

Sun  International  is  now  the  third- 
largest  casino  resort  company  in  the 
world  in  terms  of  market  capital  value. 
The  group's  success  is  a  tribute  to  the 
vision  and  drive  of  Kerzner,  who  is 
continually  on  the  look-out  for  new 
worlds  to  conquer.  Although  normally 
resident  in  London,  he  is  spending  more 
and  more  time  in  North  America,  where 
he  frankly  admits  he  sees  major 
opportunities  for  Sun  International. 


There  Are  Still  Plenty  Of  Seats 
Left  For  This  Years  Big  Game. 


To  see  the  Lions  play,  you  don't  need  to  go  to  Detroit.  They're 
right  here  in  South  Africa,  along  with  the  Elephants,  Hippos, 
Rhinos,  Zebras  and  Giraffes.  And  thats  not  the  only  game  in 
town.  We've  also  got  gambling,  golf,  scuba  and  surfing  along 
endless  beaches  where  you  can  see  the  Dolphins  play  Come 
explore  the  world's  most  exotic  destination  for  your  next  vaca- 
tion. And  if  you  happen  to  be  m  South  ^^31  EXPLORE 
Africa  on  business,  why  not  mix  itE*^!  THE  NEW 
w  nli  ,i  link'  pleasure  and  catch  the  big  Ih^&Cft  UTH 
game  I  or  your  free  travel  ijuide  give  H|V  l?nilV  Jl 
us  a  call  today  1-800-723-7458  L^J  AFRI V  A 


Sotheby's  is  pleased  to  announce  that 

Capitalist  Toys:  A  Selection  of  Toy  Boats  and 

Toy  Motorcycles  from  The  FORBES  Magazine  Collection 

will  be  offered  at  Sotheby's  on  December  19,  1994. 

The  exhibition  opens  December  15,  1994. 

Illustrated  auction  catalogues  are  available  at  our 
offices  and  galleries  worldwide  and  through  the  mail. 
To  order  by  phone,  please  call  (800)  444-3709. 

For  more  information,  please  call  Dana  Hawkes 

or  Alison  Kurke  at  (212)  600-7424, 

Sotheby's,  1334  York  Avenue,  New  York,  NY  10021. 


SOTHEBY'S 

FOUNDED  1741 


Shown:  A  selection 
of  toy  boats  and 
toy  motorcycles  from 
The  FORBES  Magazine 
Collection. 


The  World's  Leading  Fink  Art  Auction  Hois  k 


50  YEARS  AGO  


HEMINGWA 

LIBK 


BY    MICHAEL  TAYLOR 

No,  this  is  not  another  story  about  the 
50th  anniversary  of  the  invasion  of  Nor- 
mandy This  is  about  another  50th  anni- 
versary— the  anniversary  of  the  day  Ernest 
Hemingway  and  his  private  army  invaded 
Paris  and  liberated  the  Ritz  hotel. 

It  was  in  Paris  that  Ernest  Hemingway 
and  his  copains  of  the  Lost  Generation 
had  nurtured  the  myth  of  the  rugged 
expatriate  writer  during  the  Twenties — 
Sylvia  Beach  and  her  bookshop;  lurching 
through  the  bars  with  Scott  Fitzgerald; 
literary  teas  with  Ford  Madox  Ford;  * 
earnest  chats  with  Gertrude  Stein.  The  £ 
Ritz  was  the  fabled  19th-century  hotel  on  j 
the  Place  Vendome  where  Hemingway,  J 

u 

before  he  was  a  best-selling  author,  could  | 
afford  to  drink  only  once  a  week,  but  | 
where,  later,  after  the  royalties  started  roll-  f 
ing  in,  he  more  than  made  up  for  lost  time.  J 
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"If  you  are  lucky  enough  to  have  lived 
in  Paris  as  a  young  man,"  Hemingway 
told  a  friend  in  1950,  14  years  before  the 
publication  of  the  posthumous  A  Move- 
able Feast,  "then  wherever  you  go  for  the 
rest  of  your  life,  it  stays  with  you,  for  Paris 
is  a  moveable  feast." 

So  in  August  of  1944,  Hemingway  was 
itching,  if  not  dying,  to  get  back  to  his 
original  moveable  feast,  particularly  since 
the  "Krauts,"  as  he  liked  to  call  them,  had 
rolled  into  Paris  in  1940  and  comman- 
deered his  beloved  Ritz  to  quarter  their 
generals.  This  did  not  sit  well  with  the 
hotel's  most  famous  pre-war  guest. 

"My  own  war  aim  at  this  moment," 
Hemingway  wrote  in  one  of  his  dispatch- 
es for  Colliers  magazine  in  the  fall  of  1944, 
"was  to  get  into  Paris  without  being  shot. 
Our  necks  had  been  out  for  a  long  time. 
Paris  was  going  to  be  taken."  And  he  was 
going  to  do  it. 

ON  ASSIGNMENT  TO  COVER  THE 
war,  Hemingway  had  already 
had  a  brief  sortie  at  the  D-Day 
landings — he  was  in  a  landing 
craft  that  zoomed  into  Omaha  Beach  on 
the  seventh  wave  and  deposited  troops 
and  weapons  before  charging  back  out  to  the  relative 
safety  of  a  transport  ship,  where  the  landing  craft  skip- 
per could  offload  his  famous  passenger.  Six  weeks  later, 
Hemingway  made  his  way  back  to  Normandy,  by  plane 
this  time,  and  followed  the  infantry  as  it  slogged  down 
through  northern  France. 

To  see  how  Hemingway 
got  back  to  the  Ritz — that 
is,  liberated  the  Ritz — you 
really  have  to  go  to  Ram- 


bouillet,  a  town  some  30 
miles  southwest  of  Paris. 
This  was  Hemingway's 
staging  area  for  his  assault 
on  Paris,  the  place  where 
he  formed  his  little  army 
of  partisans  and  Resistance 
fighters,  numbering  any- 
where from  ten  to  200, 
depending  on  the  account. 
(It  started  out  at  ten,  but 
Hemingway  once  pegged 
it  at  "at  the  most,  two  hun- 
dred" by  the  time  he  got  to 
Paris.)  Here  he  was,  the 
world's  most  famous  writ- 
er, barreling  down  country 


"Nearly  everybody  who  came  across  Hemingway  in  that  week 
before  the  liberation  of  Paris  said  the  man  was  completely  in  his 
element — sticking  his  neck  out,  testing  his  bravery,  sweating 
and  drinking  and  roiling  around  with  soldiers. " 


roads  in  his  Army  jeep,  clad  in  steel  helmet  and 
fatigues  and  packing  pistols  and  running  an  arsenal  out 
of  a  French  hotel. 

Nearly  everybody  who  came  across  Hemingway  in 
that  week  before  the  liberation  said  the  man  was  com- 
pletely in  his  element — sticking  his 
neck  out,  testing  his  bravery,  sweat- 
ing and  drinking  and  roiling  around 
with  soldiers. 

"He  enjoyed  that  whole  time," 
Evangeline  Bruce,  the  74-year-old 
widow  of  OSS  Colonel  David  Bruce, 
told  me  recently,  "more  than  he  had 
enjoyed  anything."  David  Bruce, 
who  later  was  the  U.S.  Ambassador 
to  the  Court  of  St.  James,  Paris  and 
Bonn,  was  with  Hemingway  on  the 
way  into  Paris. 

"On  nineteenth  [of  August,  1944], 
made  contact  with  group  of  Maquis 
who  placed  themselves  under  my 
command.  Because  so  old  and  ugly 
looking  I  guess,"  Hemingway  wrote 
to  his  about-to-be  fourth  wife,  Mary 
Welsh.  "Clothed  them  with  clothing 
of  cavalry  recon  outfit  which  had 
been  killed  at  entrance  to  Rambouil- 


IN  AUGUST  OF  1944, 
HEMINGWAY  WAS  ITCHING, 
IF  NOT  DYING,  TO  GET 
BACK  TO  HIS  ORIGINAL 
NO YE ABLE  FEAST,  PARTICU- 
LARLY SINCE  THE  "KRAUTS," 
AS  HE  LIKE I)  TO  CALL  THEN, 

HAD  ROLLER  INTO  PARIS 
IN  1940  AND  COMMANDEERED 

HIS  BELOVED  RITZ  TO 
QUARTER  THEIR  GENERALS. 
THIS  DID  NOT  SIT  WELL  WITH 
THE  HOTEL'S  MOST  FAMOUS 
PRE-WAR  GUEST. 
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Oil  est  le  Ritz? 

Hemingways  maps  suggest 
that  reliable  sources  of provisions 
were  critically  important  to 
the  attitude  and  morale  of  his 
"little  army  of  partisans  and 
Resistance fighters"  as  well  as  to 
his  own  sense  of  direction. 


let.  Armed  them  from  Div.  Took  and  held  Rambouillet 
after  our  recon  withdrawn.  Ran  patrols  and  furnished 
gen  [intelligence]  to  French  when  they  advanced.  They 
operated  on  our  gen  with  much  success." 

I  wondered  how  much  of  this  was  Hemingway  on  a 
roll,  fiction  getting  mixed  up  in  fact?  What  was  he  like 
as  an  ersatz  commando?  The  best  way  to  find  out  was 
to  find  some  of  the  people  who  were  with  him  and  talk 
to  them.  Some  of  the  answers  came  from  retired  war 
correspondents  and  ex-OSS  members  now  scattered 
around  the  United  States.  Others  came  from  going  to 
the  countryside  where  Hemingway  spent  that  week. 


Rambouillet  today  is  a  city  of  around  25,000.  Down 
at  City  Hall  I  started  asking  questions  about  50  years 
ago,  and  one  of  the  women  working  there  said,  "Ah, 
but  you  know,  Hemingway  was  here.  Right  over  there. 
At  the  hotel."  She  smiled  mischievously,  then  said, 
"And  he  spent  a  lot  of  time  at  the  whorehouse  that 
used  to  be  down  by  the  cinema." 

That  factoid  hasn't  cropped  up  in  the  official  histo- 
ries, but  they  do  note  that  Hemingway  stayed  in  Ram- 
bouillet for  nearly  a  week  before  setting  out  for  Paris. 

There  were  several  people  around  Rambouillet  who 
remembered  the  liberation  quite  clearly,  but  few  who 
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knew  about  Hemingway.  One  of  them  was  Jean  Mis- 
erey,  who  had  flown  P-38S  for  the  Royal  Air  Force. 
Miserey  was  so  happy  to  have  an  American  reporter 
come  'round  asking  about  the  war  that  he  took  me  on  a 
driving  tour  of  the  town,  pointing  out  the  Nazis'  head- 
quarters (now  an  office  building)  and  the  Hotel  du 
Grand  Veneur,  where  Hemingway  and  his  band  holed 
up  (it's  now  a  bank).  Then,  after  about  an  hour,  he  said, 
"You  know,  you  really  ought  to  be  talking  to  Monsieur 
L'Allinec.  I  think 
he  may  have  met 
Hemingway." 

His  directions 
were  vague,  but 
alter  a  few  wrong 
turns  I  finally 
ended  up  at  the 
home  of  Jean- 
Marie  L'Allinec. 
Now  74,  he  and 
his  wife,  Jacque- 
line, live  in  a 
comfortable 
country  house  in 
a  small  town  west 
of  Rambouillet. 
A  gardener  was 
trimming  the 
hedges  when  I 
drove  in. 

"Ah,"  L'Allinec 
smiled,  "I'll  bet 
you're  here  to  talk 
about  Heming- 
way. Of  course. 
You  know,  we 
went  to  Paris 
together.  To  the 
Ritz!" 

L'Allinec  was 
the  real  thing,  and 
finding  him  was 
like  hitting  gold. 
The  French  gov- 
ernmental office 
that  was  sup- 
posed to  be  able 
to  find  all  kinds 
of  veterans  from  the  war  was  at  a  loss  when  I  gave  them 
the  names  of  three  Resistance  fighters  who  had  been 
with  Hemingway.  Now  I  had  somebody  who  hadn't 
even  been  mentioned  in  any  of  the  Hemingway  lore. 
We  sat  at  a  table  on  LAllinec's  terrace,  and  he  pored 
over  a  Michelin  map  showing  the  route  he  and  Hem- 
ingway took  from  Rambouillet  to  the  Ritz. 

"It  was  all  he  could  talk  about,"  L'Allinec  said  of 


"He  loved  soldiering. . .  and  he  had  a  natural  way  with  the 
military,  "Army  historian  S.LA.  Marshall  wrote.  "He  loved 
play  ing  soldier  on  the  grand  scale. ..."  (Above,  with  captured 
German  soldiers,  and  below,  on  the  road  to  Paris.) 


Hemingway's  obsession  to  get  back  to  the  Ritz.  "It  was 
more  than  just  being  the  first  American  in  Paris.  He 
said,  'I  will  be  the  first  American  at  the  Ritz.  And  I  will 
liberate  the  Ritz.' 

"He  was  wonderful  to  be  with,"  L'Allinec  said.  "He 
was  very  sympathique,  he  was  loud,  he  was  drinking — 
he'd  tell  me,  'Come  on,  have  a  drink.  Hey,  Jean-Marie, 
unless  you  have  a  drink,  there'll  be  distance  between 
us.  We  have  a  few  drinks — it  closes  that  distance.'" 

He  did  love 
to  drink — his 
march  on  Paris 
seemed  to  be 
punctuated  with 
long,  winey  stops 
at  this  cafe  or 
that  hotel.  So 
much  so  that  it's 
a  wonder  he  ever 
I  got  to  the  Ritz. 
"A  guerrilla 
chief  named  C 
said,  'Have  a 
drink  of  this 
excellent  white 
wine,'"  Heming- 
way wrote  in 
Collier's  about 
his  sojourn  with 
the  troops.  "I 
took  a  long 
drink  from  the 
bottle  and  it 
turned  out  to  be 
a  highly  alco- 
holic liqueur 
tasting  of  orange 
and  called  Grand 
Marnier." 

By  now,  Hem- 
ingway,  who 
seemed  to  have 
an  aversion 
to  sleeping  in 
ditches  with  the 
rest  of  the  troops, 
had  already  found 
the  best  place 
in  town,  one  with  a  good  wine  cellar. 

"Hemingway  had  taken  over  this  little  hotel  in 
Rambouillet,"  CBS  humorist  Andy  Rooney,  a  World 
War  II  correspondent  for  Stars  &  Stripes,  told  Hem- 
ingway biographer  Denis  Brian  in  his  book  The  True 
Gen.  "And  he  was  working  with  the  French  Maquis 
and  had  stored  hundreds  of  guns  and  other  weapons  in 
a  lot  of  these  rooms."  When  the  rest  of  the  press  corps 
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^Announcing 
the  1995 
Rochester  Institute 
of  Technology 
and  USA  TODAY 
Quality  Cup 
Competition 
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1994  WINNERS 

GOVERNMENT 

Birmingham  Public  Schools 
Birmingham,  Alabama 

MANUFACTURING 

TRW  Military  Electronics 
&  Avionics  Division 
San  Diego,  California 

NOT-FOR-PROFIT 

Medical  Center  Hospital  of  Vermont 
Burlington,  Vermont 

SERVICE  FIRM 

Pacific  Bell 
San  Ramon,  California 

SMALL  FIRM 

Libralter  Plastics,  Inc. 
Walled  Lake,  Michigan 

1993  WINNERS 

GOVERNMENT 

Naval  Aviation  Depot 
North  Island,  San  Diego,  California 

MANUFACTURING 

Boise  Cascade  Corp.,  Southern  Operation 
De  Ridder,  Louisiana 

NOT-FOR-PROFIT 

Swedish  American  Hospital 
Rockford,  Illinois 

SERVICE  FIRM 

New  York  Telephone 
Telesector  Resources  Group 
New  York,  New  York 

SMALL  FIRM 

Fitchburg  Coated  Products 
Scranton,  Pennsylvania 


IbettVUSA  TODAi  Quality  Cup  an  oriRiml 
mwk  nf  art  in  Silver  and  marhk  by  Leonard  t:ni> 


eople  are  the  catalyst for 
creating  and  sustaining 
quality  organizations. 
The  Quality  Cup  Award 
honors  those  individuals" 

—  Diane  Rivers,  Ed.D.,  Coordinator  of  Middle  Schools 
Birmingham  Public  Schools 

ABOUT  THE  QUALITY  CUP  COMPETITION 

Rochester  Institute  of  Technology  (KIT)  and  USA  TODAY  believe  in  the  power  of  the 
Quality  movement,  with  its  emphasis  on  empowering  the  individual,  to  revolutionize  the 
way  the  USA  does  business.  Where  other  awards  may  honor  entire  companies,  only  the 
Quality  Cup  honors  personal  efforts  by  teams  or  individuals. 

WE  WANT  TO  HEAR-AND  REWARD-YOUR  SUCCESS 
STORIES 

Do  you  have  a  success  story  that  describes  how  small  groups  or  individuals  in  your 
company  used  total  quality  management  principles  to  boost  productivity?  Then  let  your 
experience  be  an  inspiration  for  others:  Nominate  yourself  or  an  individual  or  team  in  your 
organization  in  one  of  the  five  categories  for  the  award:  Government,  Manufacturing, 
Service,  Small  Organizations  or  Not-For-Profit. 

HOW  TO  ENTER 

The  deadline  for  nominations  for  the  1995  RIT/USA  TODAY  Quality  Cup  Competition  is 
December  12.  If  you  would  like  to  receive  an  application,  call  the  toll-free  number  below.  For 
complete  information  about  the  competition,  contact  Carol  Skalski  at  USA  TODAY  at  703- 
276-5890. 


RIT 


arrived  in  town  on  their  way  to  Paris',  there  was  a  big 
"shouting  and  shoving  match"  because  Hemingway  had 
commandeered  most  of  the  rooms  in  the  Grand  Veneur 
for  his  arsenal  and  wasn't  about  to  give  them  up. 

Hemingway  had  clearly  annoyed  his  colleagues  in 
the  working  press.  They  were  both  awed  by  his  fame 
and  furious  that  he  was  playing  soldier,  in  violation  of 
all  the  standing  rules  about  correspondents  staying  out 
of  the  war,  despite  the  fact  that  in  that  war,  at  least,  the 
reporters  were  very  much  a  part  of  the  war  effort.  But 
with  the  military  it  was  a  different  story:  Hemingway 
was  almost  humble. 

"Hemingway  was  this  big,  tough-looking  guy  and 
he  was  doing  a  great  job  over  there,"  says  George  L. 
Graveson,  now  90,  who  was  the  OSS's  chief  communi- 
cations officer  in  Europe  during  the  war.  Graveson  was 
with  Hemingway  from  Rambouillet  to  the  Ritz.  "Hed 
send  the  gendarmes  out  of  town  on  their  bicycles,  and 
the  Jerries  would  chase  them 
back,  and  they'd  return  and 
report  to  Hemingway.  Then 
he'd  assemble  all  that  informa- 
tion and  we'd  march  down 
some  alternate  route  selected  by 
Hemingway." 


"He  was  very  gung-ho," 
Hans  Trefousse  remembers. 
Trefousse,  who  is  now  a  history 
professor  at  Brooklyn  College, 
was  then  a  22-year-old  Army 
prisoner-of-war  interrogator 
and  one  day,  as  he  was  quizzing 
some  reluctant  Germans  in 
Rambouillet,  "This  man  comes 
along  and  says  'My  name  is 
Hemingway.'  I  said,  'Ernest 
Hemingway?'  and  he  said, 
'Right.  What  are  you  up  to?'"  The  slightly  startled  Tre- 
fousse showed  Hemingway  how  you  get  recalcitrant 
prisoners  to  talk:  he  would  hang  signs  saying  "Russia" 
around  their  necks. 

In  his  helmet,  sweat-drenched  fatigues  and  weighing 
close  to  250  pounds,  Hemingway  looked  more  like  a 
hefty  master  sergeant — he  had  turned  45  years  old  that 
summer — than  a  world-heavyweight  writer.  He  had 
hooked  up  with  David  Bruce  of  the  OSS  and  Army 
historians  Lieutenant  Colonel  S.L.A.  Marshall  and 
Lieutenant  John  Westover,  and  he  was  having  a  ball. 

"He  loved  soldiering. . .being  in  an  armed  camp 
exhilarated  him,  and  he  had  a  natural  way  with  the 
military,"  Marshall  wrote  later.  "He  loved  plaving  sol- 
dier on  the  grand  scale,  with  shooting  irons.  Yet  in 
him,  it  was  not  a  juvenile  attitude.  I  truly  believe  he 
played  at  it  more  because  he  enjoyed  the  game  than 
because  he  was  interested  in  studying  men  under 
high  pressure." 


AFTER  A  BOTTLE  OF  THE 
TRAVELLERS  CLUB'S  FINEST, 
TASK  FORCE  HEMINGWAY 
PILED  INTO  THEIR  JEEPS 
AND  RACED  THROUGH  THE 
DESERTED  STREETS  TO  THE 
PLACE  D II  L' OPERA,  WHERE 
THEY  STOPPED  BRIEFLY  AT 
Till:  CAFE  DE  LA  PAIX  FOR 
ANOTHER  DRINK.  FINALLY, 
THEY  PULLED  UP  AT  THE 
ENTRANCE  OF  THE  HIT/. 


On  August  24,  Hemingway,  Bruce  and  the 
guerrillas  left  Rambouillet  and  started  up  the 
backroads  toward  Paris.  Along  the  way,  they 
ran  into  Marshall  and  Westover  at  a  cafe  on 
the  outskirts  of  Paris — according  to  Marshall,  Hem- 
ingway charged  in  and  yelled,  "Marshall,  for  God's 
sake,  have  you  got  a  drink?"  Westover  found  a  bottle  of 
Scotch  in  their  jeep — the  liberation  of  Paris,  or,  at 
least,  of  the  Ritz,  would  have  to  wait. 

That  night,  they  camped  near  the  Seine,  and  at 
noon  the  next  day,  August  25,  1944,  Hemingway 
and  his  partisans,  along  with  several  American 
officers,  drove  their  Jeeps  across  the  Seine  at  the 
Pont  de  Sevres.  Dodging  occasional  German  sniper 
fire,  they  made  their  way  toward  the  Arc  de  Triom- 
phe.  Near  the  Bois  de  Boulogne,  they  came  under 
fierce  fire  and  immediately  took  cover.  When  one 
of  their  band  finally  looked  up,  they  saw  Heming- 
way on  a  third-floor  balcony, 
yelling  at  his  companions 
that  the  Germans  were  in  a 
nearby  house  and  to  get  the 
hell  out  of  the  way  because 
French  artillery  was  coming 
up  to  demolish  it. 

Then  the  Hemingway  crew, 
which  included  Colonel 
Bruce,  stopped  by  the  Arc  de 
Triomphe  for  a  few  minutes, 
waited  for  sniper  fire  to  end 
and  then  drove  down  the 
deserted  Champs  Elysees  and 
pulled  up  at  the  Travellers 
Club,  a  private  men's  club 
housed  in  a  rococo  19th-cen- 
tury mansion  built  by  one  of 
Paris's  more  famous  courte- 
sans. Task  Force  Hemingway  chugged  down  a  bottle 
or  two  of  Champagne,  something  that  does  not 
show  up  in  the  club's  annals. 

"Really?  Had  a  bottle  of  our  Champagne,  did  he? 
We've  never  heard  of  that  and  we've  been  members  for 
35  years,"  Roger  Mitchell  said  one  recent  afternoon,  as 
we  drank  in  the  club's  bar.  "We'll  have  to  ask  the 
Colonel.  The  Colonel  would  know."  But  the  Colonel 
was  not  around,  and  nobody  else  seemed  to  know 
about  Hemingway's  brief  visit. 

En  tout  cas,  after  a  bottle  of  the  Travellers  Club's 
finest,  Task  Force  Hemingway  piled  into  their  Jeeps 
and  raced  through  the  deserted  streets  to  the  Place  de 
l'Opera,  where  they  stopped  briefly  at  the  Cafe  de  la 
Paix  for  another  drink.  Finally,  they  pulled  up  at  the 
Rue  Cambon  entrance  of  the  Ritz. 

"History  says  he  jumped  out  of  the  Jeep,  saying 
he'd  come  to  liberate  the  Ritz,"  said  Claude  Roulet,  a 
Ritz  executive  who  doubles  as  the  hotel's  official  his- 
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torian.  "Of  course,  the  manager,  Claude  Auzello,  who 
had  known  him  for  years,  said  'Leave  your  gun  by 
the  door  and  come  in.'  So  Hemingway  went  to  the 
bar  and  drank  his  first  Champagne  in  Paris.  Nobody 
knows  what  bar  it  was  in,  but  we  think  it  was  the 
little  bar."  (Actually,  it  was  his  second  bottle  of 
Champagne,  maybe  even  his  third,  at  the  rate  he 
was  going.) 

The  "little  bar"  at  the  Ritz  is  a  tiny  alcove — less  than 
300  square  feet — tucked  away  on  the  Rue  Cambon  side 
of  the  hotel.  On  the  bar  itself  is  a  bronze  bust  of 
Hemingway,  and  on  the 
walls  are  photographs  of 
the  writer  and  his  son 
Jack,  along  with  a  big 
gamefish  of  some  sort, 
taken  some  time  in  the 
Thirties.  "Bar  Heming- 
way" is  closed  and 
dark — it  was  scheduled 
to  re-open  on  August  25 
— and  if  you  are  quiet 
and  you  use  a  little 
imagination  (and  several 
martinis)  you  can  picture 
Hemingway  sitting  over 
there  in  the  corner,  argu- 
ing with  F.  Scott  Fitz- 
gerald, who  had  intro- 
duced him  to  the  Ritz  in 
the  Twenties. 

("Many  years  later  at 
the  Ritz  bar,  long  after 
the  end  of  the  World 
War  II,"  Hemingway 
wrote  in  A  Moveable 
Feast,  "Georges,  who  is 
the  bar  chief  now  and 
who  was  the  chasseur 
[bellhop]  when  Scott 
lived  in  Paris,  asked  me, 
'Papa,  who  was  this 
Monsieur  Fitzgerald 
that  everyone  asks  me  about?'"  Hemingway  told 
Georges  his  pal  Fitzgerald  was  "an  American  writer" 
who  "wrote  two  very  good  books"  and  came  to  the  Ritz 
bar  a  lot.) 

L'  Allinec,  the  Resistance  fighter,  says  that  when 
they  got  to  the  Ritz  that  day,  "The  manager  was  deliri- 
ous, he  was  so  happy.  He  said,  'We  resisted  the  Ger- 
mans— we  kept  the  best  premiers  crus  from  them.  We 
saved  the  Cheval  Blanc!'  Papa  looked  at  him  for  a 
moment.  Then  he  said,  'Well,  go  get  it.'  They  brought 
up  some  bottles  and  Papa  started  slugging  it  down. 
Imagine!  This  great  old  Bordeaux  and  he's  slugging  it 
down  like  water." 


A 


ND  SO  BY  THE  AFTERNOON  OF  AUGUST  25,  THE 

Ritz  had  been  liberated  by  Ernest  Hemingway. 

Paris,  too,  had  been  liberated,  by  General 
Jacques  Leclerc's  2d  French  Armored  Divi- 
sion and  a  number  of  American  units,  and  there  was 
bedlam  in  the  streets — Marshall  later  said  that  by  the 
time  his  Jeep  had  crawled  through  the  mob  scene  of 
ecstatic  French  citizens  and  reached  the  Seine,  it  had 
67  bottles  of  Champagne  in  it. 

"That  evening,"  Westover,  a  76-year-old  retired  his- 
tory professor,  told  me  a  few  months  ago,  "Marshall 

and  I  went  down  to  the 
Ritz  and  joined  up  with 
Hemingway  and  Col- 
onel Bruce  for  dinner. 
We  all  passed  around  a 
paper  and  each  person 
signed  their  names.  We 
said  we  were  the  first 
people  [from  the  out- 
side] in  Paris."  Carlos 
Baker's  biography,  Ernest 
Hemingway  A  Life  Story, 
says  the  writer  decreed 
that,  "None  of  us  will 
ever  write  a  line  about 
these  last  twenty-four 
hours  in  delirium.  Who- 
ever tries  it  is  a  chump." 

After  dinner,  Mar- 
shall wrote,  the  waiter 
"slapped  a  Vichy  tax  on 
'  the  bill.  Straightaway 
we  arose  as  one  man  and 
told  him:  'Millions  to 
defend  France,  thou- 
sands to  honor  your  fare, 
but  not  one  sou  in  trib- 
ute to  Vichy.'" 

The  next  day,  Hem- 
ingway hosted  a  lunch  at 
the  Ritz  with  several 
writers  he  knew — Ira 
Wolfert,  Irwin  Shaw,  Time-Life's  chief  of  correspon- 
dents Charles  Wertenbaker  and  Helen  Kirkpatrick,  a 
Chicago  Daily  News  reporter. 

"He  was  a  loose  cannon,"  Helen  Kirkpatrick  Milbank 
told  me  a  few  months  ago.  "He  had  gathered  all  these 
forces  around  him.  He  was  totallv  illegal,  but  that  didn't 
bother  him.  The  interesting  thing  was  that  both  Marty 
(Martha)  Gellhorn,  who  was  then  his  wife,  and  Mary 
Welsh,  who  was  later  his  wife,  were  in  Paris  at  the  same 
time.  First,  I'd  hear  from  Marty  what  an  impossible  man 
Hemingway  was  to  live  with,  and  then  Mary  would  be 
saying  how  impossible  Marty  was  being.  During  that 
lunch,  I  said  I  wanted  to  go  watch  the  victorv  parade  and 


According  to  his  biographer,  on  the  night  of  the 
liberation  Hemingway  decreed  that,  "None  of  us  will 
ever  write  a  line  about  these  last  twenty-four  hours 
in  delirium.  Whoever  tries  it  is  a  chump. " 
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ACROSS  THE  RIVER 
AIM)  INTO  THE  RITZ 

Trying;  to  judge  the  accuracy  of  Hemingway  stories  is  a  little 
like  trying  to  figure  out  if  Martin  Bormann  lived  on  after 
escaping  from  the  Fiihrerbunker.  You  know  there's  a  germ  of 
truth  in  there  somewhere. 

Here  are  a  few  other  versions  of  how  Ernest  Hemingway 
liberated  the  Hotel  Ritz  in  Paris  on  August  25,  1944. 

1 Hemingway  and  his  Resistance  fighters  arrive  at  the  Ritz 
•  and  immediately  race  up  to  the  roof  of  the  hotel  to  chase 
off  a  reported  clutch  of  Nazis.  Like  modern-day  Palestinians 
arriving  back  in  Gaza,  they  fire  their  machine  guns  in  the  air, 
but  there  are  no  Germans  around.  They  do  succeed  in  shooting 
down  a  clothesline  full  of  Ritz  bed  linens.  (Source:  Jacqueline 
Tavernier-Courbin,  University  of  Ottawa.) 

The  Ritz's  legendary  chief  bartender,  Georges  Scheuer, 
says  Hemingway  arrives,  machine  gun  in  hand,  and 

declares  that  he  is  "personally  here  to  liberate  the  Ritz." 

(Source:  historian  Stephen  Watts.) 

f\  Hemingway  and  his  driver,  Archie  (Red)  Pelkey,  stop 
<  *•  first  to  see  Sylvia  Beach,  then  go  to  the  Ritz.  They  stash 
their  guns  and  head  for  the  Ritz  cellar  in  search  of  some 
brandy.  In  the  basement,  they  find  two  German  soldiers  and 
promptly  capture  them.  (Source:  Leicester  Hemingway.) 

^jk  Robert  Capa,  the  Life  photographer,  finally  gets  to  the 
M •  Ritz  after  covering  the  liberation  of  Paris  and  complains 
to  Hemingway  that  he  can't  find  a  hotel  room  anywhere  in 
town.  Without  hesitation,  Hemingway  gives  his  own  room  key 
to  Capa.  (Unknown  contributor,  according  to  Claude  Roulet, 
the  Ritz  historian.) 

ST  Hemingway,  Bruce  and  others  arrive  at  the  Ritz.  "They 
3  9%  requested  and  were  given  lodging  in  the  hotel,  and  quar- 
ters were  found  nearby  for  the  'Private  Army.'  When  asked 
what  else  they  needed,  they  answered  that  they  would  like  to 
have  50  martini  cocktails.  The  bartender  could  not  be  found, 
and  the  cocktails  were  mediocre.  But  Ernest  was  finally  in 
nominal  possession  of  the  Ritz."  (Source:  Carlos  Baker.) 

(J  "Entered  Paris  by  Etoile  and  Concorde.  Fought  outfit  sev- 
F#  eral  times.  They  did  very  well.  Now  very  tired.  Fortunate- 
ly in  phase  of  advance  Rambouillet  Paris  had  official  war  histo- 
rian with  us.  Otherwise  everyone  would  think  was  damned  lie." 
(Source:  Hemingway  letter  to  Mary  Welsh,  August  1944.) 

^  When  Carlos  Baker  was  writing  his  biography  of  Heming- 
%  •  way  and  got  to  the  section  about  Hemingway  liberating  the 
Ritz,  he  talked  to  Westover.  Westover  says  that  after  Baker  got 
Westover's  version  in  the  mail,  the  last  of  several,  he  called  up 
Westover  and  said,  "Were  you  guys  in  the  same  war?"     — M.T. 


Hemingway  said,  'What  for? 
You  can  always  see  a  parade,  but 
you'll  never  again  lunch  at  the 
Ritz  on  the  26th  of  August,  the 
day  after  Paris  was  liberated.'" 

Iater,  Hemingway 
would  write  letters  to 
jMary  Welsh,  telling 
^her  about  fighting  the 
Germans,  but  those  who  knew 
him  say  that  when  he  talked 
about  how  many  Germans  he 
had  lolled  he  was  simply  exer- 
cising his  creative  juices. 

"Sure,  he  always  had  a  pistol," 
L'Allinec  says,  "but  he  never 
killed  any  Germans."  And 
Westover  muses,  "Was  he  the 
man  who  rushed  into  combat? 
He  was  certainly  intrigued  by  it, 
but  he  was  not  a  combat  soldier." 

"He  was  one  of  my  closest 
friends,"  William  Walton  told 
me  during  a  conversation  this 
spring.  "I  admired  him  a  great 
deal.  But  snipers?  Don't  make 
this  a  war  scene.  It  really  ain't. 
Never  believe  that  everything 
he  said  is  true.  He  made  his  life 
out  of  writing  fiction.  He  had  a 
very  hard  time  deciding  where 
it  ended  and  where  the  truth 
began."  As  a  34-year-old  Time 
correspondent,  Walton  had 
parachuted  into  Normandy 
with  the  82d  Airborne  Division 
on  D-Day  and  later  joined  up 
with  Hemingway  as  the  Allied 
forces  moved  through  France. 

In  the  end,  though,  it's 
Hemingway  the  writer  that 
everybody  remembers — or 
almost  everybody. 

On  the  convoy  into  Paris, 
Trefousse  recalled,  Hemingway 
was  in  a  Jeep  behind  him,  and 
"I  told  the  French  there  was  this 
great  writer  in  the  Jeep  back 
there  and  they  said,  'Never 
heard  of  him.'  Still,  it  was  pret- 
ty amazing.  Hemingway  and 
Paris  on  the  same  day."  • 

Michael  Taylor  is  a  writer 
living  in  Berkeley,  California. 
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IT  TOOK  OVER  100  LEGS 

TO  DELIVER  THE  CHAMPAGNE. 

One  hundred  and  two,  to  be  precise.  The  first  century  of  which  belonged  to  a 
centipede  that  had  the  temerity  to  drop  in,  or  perhaps  we  should  say  plummet 
onto,  the  unsuspecting  salad  of  a  well-known  author.  Hands  instantly  went 
up  in  the  air,  plate  indignantly  went  down  on  the  floor.  Only  to  be  spirited 
away  by  a  passing  sommclier.  Who  reappeared  magically  with  a  rather  splendid 
'82  Salon.  Yet  another  choice  morsel  of  the  legend  that  is  Raffles,  the 
grand  old  dame  of  the  East.  (  (^||^)  J  Raffles  Hotel,  1  Beach  Road. 
Singapore  0718.  Tel:  337  1886.  Tlx:  RS  39028  RHSIN.  Fax:  339  7650. 
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IS  GONE,  THE  FISHIN 

STILL  LEGAL,  AND  THE  CAMP 


FROM  ANCHORAGE  we  l!v 

  south- 
west in  a  six-seater  Cessna  206,  out  over 
Cook  Inlet.  Over  oil  platforms,  and  pods 
of  white  Beluga  whales.  To  our  left,  the 
Kenai  Peninsula;  Denali  150  miles  north. 

Flying  low  at  1,000  feet  over  watery  mus- 
keg and  spongy  tundra,  we  head  toward 
Lake  Clark  Pass  in  the  Alaska  Range. 

Glaciers,  ice-blue 
and  grey,  dirty  with 
rock  flower,  edge  with 


a  cosmic  climber's 
grace  down  8,000- 
foot  mountains. 

Lake  Clark,  a  40- 
mile-long  glacial 
lake,  colored  bril- 
liantly turquoise  by 
the  ice,  hovers  in 
the  distance. 

The  float  plane 
touches  down  on  the 
protected  cove  of 
Port  Alsworth  (homesteaded  1948,  winter 
population  50).  As  we  taxi  to  the  gravel 
beach  of  Fishing  Unlimited's  lodge,  we 
look  at  each  other,  mind-blown  by  the 
beauty  of  our  first  hour  in  frontier  Alaska. 

Pure  fishing  bliss  ahead:  a  week  in  the 
world's  largest  salmon  spawning  area, 
where  five  species  of  salmon — King,  sock- 
eye,  silver,  pink,  chum — come  to  die. 
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Where  15-pound  rainbow  trout  thrive. 
Where  fresh-water  fighters — Arctic 
grayling,  char,  Northern  pike — crowdj 
and  feed. 

At  Fishing  Unlimited,  the  routine  isl 
splendidly  plain.  Up  at  5:30  for  French 
toast  and  bacon,  coffee  and  decisions. 
Kodiak  Island,  about  80  miles  southeast, 
to  catch  King  salmon  before  an  audience 

of  2,300  bears?  Bris-| 
tol  Bay  for  trophy 
rainbows?  Will  we 
wet  a  line  in  the 
Iliamna,  the  Kuk- 
alek,  the  Naknek, 
the  Nonvainuk? 

By  6:30  we're  fly- 
ing over  Lake  Clark, 
this  morning  a 
cloudy  jade.  At  the 
Kvichak  River  we  fly 
a  four-mile  stretch, 
landing  atop  the 
greatest  concentra- 
tion of  fish.  We  beach  on  a  silty  bar,  the 
guide  points  us  into  three  different  direc- 
tions, then  fetches  an  aluminum  boat. 
We  spend  the  day  being  ferried  from  hole 
to  hole,  wading  deeper  into  this  freshi 
water  estuary.  The  guide  buzzes  about, 
depositing  us,  critiquing,  congratulating,, 
introducing  us  to  the  vast  pleasures  ofl 
Alaskan  fishing.... 


THERE'S  NOTHING  better'  we 
  decide, 

than  the  steep,  left-banking  turn  into  Port 
Alsworth  after  a  day  in  eye-popping  Alas- 
ka. There  are  fish  caught  and  fish  lost. 
There's  the  Arctic  safari — herds  of  Dall 
sheep  clinging  to  mountaintops,  moose 
swimming  through  inlets,  bears  the  color 
of  light  and  dark  caramels  walking  along 
riverbanks,  caribou 
and  their  young 
squishing  through 
the  tundra.  There 
are  lakes  and  rivers 
as  azure  as  the  water 
in  Cancun,  as  navy 
as  a  commodore's 
blazer. 

So  the  ear-pop- 
ping descent  to  this 
tiny  shingle  of  civi- 
lization is  a  comfort- 
ing feeling — back  to 
where  marigolds  and 
pansies  thrive  in  planters,  where  the  show- 
ers are  too  hot,  where  the  bar  is  always 
open,  the  cookie  jar  full. 

We've  come  here  for  the  end  of  the  sea- 
son, when  the  rest  of  the  world  has  gone 
back  to  work.  The  place  is  nearly  our  own. 
We  swap  yarns  with  a  few  other  fishermen 
at  the  polished  pine  picnic  table  over  the 
1950s  fare — garlicky  pot  roast,  barbequed 


salmon,  steak,  homemade  French  rolls, 
garlic  twists,  white  bread,  and  nary  a  veg- 
etable in  sight.  And  over  dessert — one- 
eighth  of  a  coconut  cake  or  pecan  pie  or  so 
it  seems — the  guides  offer  options  for  the 
next  day's  fishing. 

But  at  night,  we  take  a  motorboat,  just 
the  two  of  us,  and  shut  off  the  motor  in 
the  middle  of  the  cove,  like  teenagers 

escaping  their  par- 
ents. We  put  a  ban 
on  fish-talk,  and  feel 
alone  and  small  to- 
gether below  Tana- 
lian  Mountain,  as 
Lake  Clark  rises  like 
a  cloud  beyond  the 
mouth  of  the  cove. 
Before  bed,  we  take 
a  wood-burning 
sauna  or  a  hot  tub  to 
soothe  our  sore 
shoulders.  (Tossing 
a  nine-weight  rod 
takes  it  out  of  the  old  bones.)  And  smell- 
ing the  sweet,  cool,  spruce  air  we  stroll  on 
the  raised  wooden  walkways  back  to  our 
cabin  to  dream,  inevitably,  of  fish.  • 

Fishing  Unlimited  is  open  from  mid-June  to  mid-October,  and  has' 
two  lodges  which  accommodate  a  total  of  16  fishermen.  A  seven-day, 
six-night  package  includes  daily  use  of  float  planes  with  pilot/guides, 
fishing  tackle,  meals  and  beverages,  accommodation  in  twin-bedded\ 
cabins,  and  charters  to  and  from  Anchorage.  Cost:  $4,600  per 
person,  per  week.  Fishing  Unlimited  Lodges,  PO  Box  190301, 
Anchorage,  Alaska  99319-030/.  Summer  phone:  907-781-2213; 
fax:  907-781-2244.  Winter  phone:  907-243-3899;  fax:  907-243-2473. 
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STORE  CREDITS 

ballantvnc:  Cashmere-Cash- 
mere,  New  York  and  Chicago;  and 
select  Saks  Fifth  Avenue  stores. 

barbour:  All  Orvis  stores,  or  to 
order  at  800-338-3474. 

BARRY    BRICKEN:    Bullock  & 

Jones,  San  Francisco;  Parisian,  Birm- 
ingham; and  Bergdorf  Goodman 
Men,  New  York. 

CALVIN       KLEIN   CH  CALVIN 

klein:  His  coat,  Stanley  Korshak, 
Dallas,  and  select  I.  Magnin  stores; 
vest,  Ron  Ross,  Los  Angeles;  Stanley 


Korshak,  Dallas;  and  select  Saks 
Fifth  Avenue  stores;  pants,  Fred 
Segal,  Los  Angeles;  pullover,  Calvin 
Klein  Store,  Boston,  Palm  Beach, 
Cleveland,  Dallas  and  Costa  Mesa; 
and  select  I.  Magnin  stores;  and 
sweater,  Bergdorf  Goodman  Men. 
Her  vest,  select  Nordstrom,  Neiman 
Marcus  and  Saks  Fifth  Avenue 
stores;  and  skirt,  select  I.  Magnin, 
Barneys,  and  Bloomingdale's  stores. 

chippewa:  Moondial,  Los  Ange- 
les; Texas  Army  Navy  Surplus,  Dallas; 
and  Saint  Marks  Leather,  New  York. 

Dakota  smith:  Select  Nord- 
strom,  Macy's  and  Saks  Fifth 
Avenue  stores. 


dknv:  Her  jacket  and  skirt,  Bergdorf) 
Goodman,  New  York;  skirt  also  at j 
select  Saks  Fifth  Avenue  and  Barneys 
stores;  boots,  select  Marolo  stores.  His\ 
shirt,  Dayton's,  Ohio;  Mel  Fox,  Cali- 
fornia; and  all  Neiman  Marcus  stores; 
sweater  and  pants,  all  I.  Magnin 
stores.  Sweater  also  at  all  Barneys 
and  Saks  Fifth  Avenue  stores. 

faconnable:  Faconnable,  New 
York,  and  select  Nordstrom  stores. 

Gucci:  All  Gucci  stores. 

hermes:  Hermes  boutiquesi 
nationwide,  or  call  800-441-4488. 

isda  &  co:  ISDA&CO,  Pasadena 
and  Walnut  Creek,  CA;  Nouveau, 
Wichita;  and  Shirley  Small,  Coral 
Gables. 

JOSEPH  SBBOUD  J.O.E.:  Joseph 

Abboud,  Boston;  and  select  Bloom- 
ingdale's and  Saks  Fifth  Avenue  stores. 

paul  stuart:  Paul  Stuart  Madisoni 
Avenue,  New  York,  800-678-8278. 

POLO/RALPH  LAUREN  HOSIERY: 

Macy's,  California;  Bloomingdale's,i 
New  York;  and  all  Polo/Ralph  Lau- 
ren stores. 

RALPH  BY  RALPH  LAUREN:  Jacket^ 

Dayton  Hudson,  Chicago;  Blooming- 
dale's,  New  York;  and  Lord  6c  Taylor,! 
New  York;  sweater,  Polo/Ralph  Lau- 
ren, New  York,  and  Bloomingdale's,| 
New  York;  and  dress,  Polo/Ralph  Lau 
ren,  New  York,  Beverly  Hills,  ancj 
Pittsburgh. 

searle:  Searle,  New  York. 

STEVEN  DIGERONIMO:  Bergdori 

Goodman,  New  York. 

susan  lazar:  Hedy  Shepardj 
Princeton,  NJ;  Yale  Genton,  West 
Springfield,  MA;  and  Bergdorf 
Goodman,  New  York. 

timberland:  Select  Timberland, 
Dillard's,  Macy's  and  Nordstrom) 
stores,  or  800-258-0855  for  information. 
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He  offered  me 
his  red  leather  chair  and  said 
"Congratulations,  Mr.  Chairman! 
We  were  in  the  boardroom. 


Or  was  it  The  St.  Regis? 


NEW  YORK 


ITT  Sheraton  Luxury  Collection 


FIFTH  AVENUE  AT  55TH  STREET,  NEW  YORK,  N  Y  10022-TEL  212.753.4500,  TELEX  148368,  FAX  212.787.3447 
FOR  RESERVATIONS  CALL  TOLL  FREE  800.759.7550  OR  YOUR  TRAVEL  SPECIALIST 


©  l<M2  ITT  SHERATON  CORPORATION 


ADVERTISEMEN 


This  select  group  of  catalogs  offer  A 
FYI  readers  an  array  of  enticing  ™ 
merchandise.  To  receive  one  or 
more  catalogs  fill  out  the  attached  reader 
service  card  or  call  the  800  #  listed 
in  the  ads. 


m 


a  Ta 1  oG 


CONN 


Cheat  At  Tennis 


TENNIS 
TUTOR 


Your  Very  Own 
Portable  Tennis 
Ball  Machine 

Practice  Like 
the  Pros  ! 

1  800  448  8867 

for  FREE  brochure 


Sound  Investment 


Steinway  &  Sons,  The  piano 
chosen  by  90%  of  the  world's 
performing  artists.  An 
extraordinary  musical  instrument 

and  enduring  investment, 
handmade  without  compromise 
since  1853. 


Color  catalog  $5. 


oo 


CINEffi 


OND 


I       N       C       E  19  7 

San  Francisco/Nashville 


POOLE 


For  years,  we've  supplied  specialty 
retailers  with  the  finest  all  cotton 
dress  shirts.  Now  we  offer  these 
same  top-quality  shirts  directly 
to  you — at  prices  stores  can't 
match.  Our  catalog  includes  silk 
ties,  boxer  shorts  and  cufflinks. 
For  your  FREE  catalog, 
call  1-800-54-BYRON. 


\ 


The  country's  premier  purveyors  of 
original  vintage  movie  posters. 
Where  Bogart,  Gable,  Tracy,  Astaire  meet 

Bacall,  Lombard,  Hepburn,  Rogers. 
Fantasia,  Frankenstein,  Laura,  Vertigo,  etc. 

Color  Catalogues,  subscription  $25. 
1932  Polk  St.,  Dept.  FYI,  San  Francisco,  CA  94109 


MM 

The  Chamber 

by  John  Grisham 

Listen  to  unabridged 
Recorded  Books'"  on 
cassette  performed 
by  expert  narrators 
while  you  drive.  Allan 
Folsom's  The  Day  After  Tomorrow, 
Anne  Rice's  Interview  With  the 
Vampire,  and  over  1 ,000  more!  Call 
for  a  free  introductory  brochure: 

1  (800)  638  1304 

Ask  about  our  easy  rentals  by  mail. 

Recorded  Boohs,  Inc. 

270  Skipjack  Road  •  Prince  Frederick,  MD  20678 


HANDCRAFTED  AVIATION 
DISPLAY  MODELS 

Over  300  Aviation  Display  Models  Available 
(800)  441-9524  -  Orders 
(814)  238-8571  -  Catalogs 
(814)  238-8572  -  FAX 


Boeing  B-314  PAA 
Dixie  Clipper  (1/100th]| 
©$11995  +  7  50  S/l 


HOURS:  M-F  9:30AM  -  7:00PM 

SHOWCASE  MODEL  CO. 

P.O  Box  470  Dept.  FYI-94-09 
State  College,  PA  16804-0470 


VISA 


WORLD  S  LARGEST  MAKER  OF 
AEROSPACE  REPLICAS 


LIMITED 


Importers  and  Purveyors  of  the 
World's  Finest  Foods 

GIFTS  OF 
DISTINCTION 

•  The  Finest  Pre-Sliced 
Smoked  Scottish  Salmon 

•  Caspian  Sea  Caviars 
Traditional  English  Cheeses, 
and  many  other  gourmet  gift  ideas. 
Call  Today  for  your 
FREE  colour  catalogue. 

1-800-858-7100 

Enquire  about  our 
Corporate  Discount  Programme 


ADVERTISEMEN 


mu  Quality  <•  limy  tu  VI, 


ENDEAVOUR 


Hand  Crafted  from  Select  Fine  Woods 
From  $1,295.00  •  Length  13"-36" 

SEACRAFT™ 


CLASSICS 


7850  E.  Evans  Rd.  Ste.  109,  Scottsdale.AZ  85260 
Ei3     (602)998-4988  •  FAX  (602)  998-2314  E3 

for  Our  Catalog  Call  (800)  356-1987 


SAVE  35-70% 


SIERRA 

TKADIN^  FOST 


5ave  35-70%  off  name-brand  outdoor 
:lothing  and  equipment — every  day! 
Save  on  names  like  Marmot,  Kelty, 
Lowe,  Jansport,  Asolo,  Hanes,  Duofold, 
Sierra  Designs,  New  Balance,  Columbia, 
and  many  more...  Satisfaction  is  always 
Guaranteed!  Call  (307)  775-8000, 
fax  (307)  775-8088.  5025  Campstool  Rd., 
Dept.  FBS1094,  Cheyenne,  WY  82007. 
FREE  CATALOG. 


Publisher's  Overstocks 

ft  Save  up  to  80%  or  more  on  recent 
overstocks,  remainders,  Imports 
from  all  major  publishers.  Books 
once  priced  at  s20  ,  830  ,  840— now 
only  82.95,  83.95,  84.95. 

►  Choose  from  thousands  of  titles 
including  hundreds  of  new  arriv- 
als each  month! 

I  Books  for  every  interest:  Business, 
History,  Biography,  Fiction,  the 
Arts,  Travel,  Nature — over  40  sub- 

:  Ject  areas. 

Free  Catalog 

HAMILTON 

i    Box  15-531,  Falls  Village,  CT  06031 


'or  Infor 


Water-LUies  by  Claude  Monet  (46"X58")  $889  framed 

The  Masters'  Collection.  Canvas 
reproductions  of  masterpiece  paintings 
in  museum  quality  wood  frames.  The 
Nation's  largest  collection  of  over  300 
includes  Impressionists,  Florals,  Still 
Life,  Landscapes,  Seascapes,  Country, 
Primitives,  Portraits,  Children,  Animals, 
Birds.  Pets,  Hunting,  Sporting,  Golf, 
Religious,  Angels,  Nauticals,  Sports, 
Southwest,  Western  and  Transitional. 
48  page  catalog/$5.  Call  1 -800-2-CANVAS 
(800-222-6827)  Dept.  686. 


SOTHEBY'S® 

Founded  1 744 
The  World's  Leading  Fine  Art  Auction  House 


ROY  ROGERS 


"The  World  of  Movie  Posters  II" 
auction  of  300  original  classic  posters. 
Cleopatra,  Fantasia, 
Frankenstein,  Pinocchio,  etc. 
New  York  City,  Sat.,  Dec.  10,  1994. 
To  order  catalogues,  call  (800)  444-3709 

1334  York  Ave.,  New  York,  NY  10021 

©Sotheby's.  Inc  1993  John  L  Marion,  principal  auctioneer.  #524728 
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Save  up 
to  75%  on 
Contacts 

0    BAUSCH  &  LOMB  ® 

SeeQuence  gopo-vson 
ACUVUE 
BAnNES+"ND-  DuraSoft 


Contact  Lens 
Discount  Center 
supplies  the  exact 
same  contact  lenses 
your  doctor 
prescribed  for  you. 
Lenses  100% 
guaranteed  in  Factory 
sealed  vials. 
No  membership  fees! 


call1-800-780-LENS  OSSSfSa 


Contact  Lens  FREE  CARE  KIT! 

DISCOUNT  CENTER  FREE  brochure 


( 


Paul  Fredrick  MENSTYLE  offers  35% 
to  50%  savings  on  a  wide  selection  of 
American-crafted  dress  shirts  of  the 
finest  imported  cottons.  An  exquisite  and 
unique  collection  of  Italian  silk  neckties, 
cufflinks  and  accessories  are  equally 
impressive  values.  Call  (800)  247-1417 
for  your  FREE  catalog  subscription. 

PAULFRHfflCK 


BOOKS 
ON  TAPE 


World's  Largest  Selection  of  Audio  Books 


Bestsellers  I 

on  Cassette  f 

Full-length  | 

Readings  *J 


•  Call  for  Free 
Brochure 


(800)626-3333 


WaA/u/ andhovid 


America's  best  loved  gifts  since  1934. 
Over  300  gift  ideas  to  make  holiday 
gifting  easy.  Famous  Royal  Riviera8 
Pears,  bountiful  fresh  fruit  baskets, 
legendary  Fruit-of-the-Month  Club*, 
impressively  wrapped  desserts  and 
more.  FREE  beautiful,  56-page 
award-winning  color  catalog. 
Call  1-800-842-61 11,  Dept.  4349-8. 


For  Information  on  Direct  Response  Advertising  -  Call  Linda  Loren  212-620-2440  or  Fax:  212 


PU 


PALA 


You  pulled  the 
trip. 
Now  here's 
the  good  news: 
you  get  to  stay 
in  some  of 
the  world's 
greatest  hotels. 


As  the  region's  economy  booms,  WesterV< 
investors  are  flockihgto  Southeast  Asia,* 
and  its  hotels  stajitUready  to  greet — and 
surprise — them.  For  over  a, decide  now,  three  Asian' 
hotels,  the  Oriental  in  Bangkok,  and  the  Mandarinj 
Oriental  and  Peninsula  hotels  in  Hong  Kong,  have 
ranked  among  the  world's  top  hotels,,  Last  year  the 
Peninsula  won  top  honors  in  Conderhtft  Travelers 
annual  readers'  round-up  of  the  100  best  Accommo- 
dations in  the  world.  The  Oriental  came  "in  second. 

Despite  these  accolades  many  travelers  still  regard 
the  traditional  European  hotels — the  Ritz  in  Paris  or 
the  Dolder  Grand  in  Zurich — as  the  finest,  and  can- 
not, or  xenophobically  choose  not  to,  believe  that, 
such  Asian  upstarts  would  dare  challenge  Western' 
supremacy.  If  that  sounds  familiar,  remember  what 
people  in  Detroit  were  saying  about  Toyotas  in  1974. 

By  CHARLES  DUBOW    Illustrations  by  RUTH  MARTEN 
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The  reason  for  this  surge 
in  excellence  is  no  secret: 
in  Asia  wages  are  lower, 
and  hotels  can  simply  afford  to 
hire  and  train  more  staff.  Anoth- 
er factor  in  Asia's  favor  is  that 
politeness  is  a  cultural  trait,  so 
thoroughly  ingrained  in  the  psy- 
che of  the  average  individual  that 
the  staff  seems  genuinely  happy 
to  help  you.  This  degree  of  ser- 
vice simply  cannot  be  equaled  in 
the  West.  In  Asia,  there  is  always 
a  maid  ready  to  turn  down  your 
bed — not  when  they  can  but 
when  you  want  them  to  do  it.  Or 
a  secretary  to  send  a  dozen  faxes. 
Or  a  bright-eyed  waiter  to  bring 
you  a  hamburger  at  four  in  the 
morning. 

Mind  you,  be  prepared  to  pay 
for  it.  The  best  hotels  in  South- 
east Asia  can  be  as  expensive  as 
any  first-class  hotel  in  the  rest  of 
the  world,  with  suites  costing 
into  the  thousands  of  dollars  per 
night.  The  days  when  this  part 
of  the  world — except  for  Viet- 
nam— was  considered  a  bargain 
are  long  gone.  (All  prices  within 
are  approximate.) 

Also,  to  significant  but  varying 
degrees,  the  hotels  of  Southeast 
Asia  have  come  to  reflect  the 
exalted  role  of  the  business  travel- 
er. State-of-the-arts  communica- 
tions facilities,  conference  centers 
and  fully  equipped  health  clubs  to 
work  off  pounds  and  stress  are 
generally,  but  not  always,  the 
norm.  If  you  have  specific  techni- 
cal or  personal  needs  while  travel- 
ing,  be  certain  to  inquire  in 
advance.  Typically,  the  manage- 
ment will  do  everything  possible 
to  accommodate  you. 


island  G$iangri-d2a 


Checking  into  a  luxury  hotel  is 
one  of  life's  great  ego  mas- 
sages. You  are  likely  to  be  tired,  jet- 
lagged,  and  thinking  of  little  else 
than  a  hot  bath  and  a  cold  drink  ever 
since  the  captain  flashed  the  "Fasten 
Seat  Belts"  sign.  From  the  moment 
the  doorman  opens  your  car  door, 
you  should  be  made  to  feel  as 
though  the  hotel's  staff"  has  been 
doing  nothing  but  waiting  around 
for  you  to  arrive. 

The  Island  Shangri-La  delivers. 
Within  minutes  of  walking  through 
the  door  you  are  whisked  to  your 
room.  At  the  Shangri-La,  the  tallest 
hotel  in  Hong  Kong,  all  the  rooms 
are  beautiful,  and  the  best  ones  have 
a  spectacular  view  of  Hong  Kong 
bay.  If  possible,  ask  to  be  greeted  by 
Michelle,  a  former  model  who  could 
lead  most  guests  to  a  damp,  base- 
ment cell  without  their  noticing  or 
complaining. 

Opened  in  1991,  the  Island 
Shangri-La  embodies  the  expensive 
tastes  that  Hong  Kong  is  famous  for. 
The  hotel  boasts  five  restaurants  and 
a  very  nice  bar,  Cyrano,  an  Art  Deco 
piano  lounge  at  the  top  of  the  hotel. 
To  get  there  you  ride  to  the  56th 
floor  in  a  glass-sided  elevator  that 
slowly  rises  within  an  inner  atrium 
past  a  16-story  Chinese  landscape 
painting,  the  largest  in  the  world. 
(Most  vertiginous.) 

Avoid  the  over-priced  and  over- 
rich  French  restaurant,  Petrus,  and 
instead  try  the  Lobster  Bar — the 
lobster  tartare  is  very  good — or  the 
Summer  Palace  for  the  daily  dim 
sum  specials. 

Rooms  run  $275~$385;  suites  are 
$650-53, 200.  For  reservations  and 
information  call  800-942-5050. 
Island  Shangri-La,  Pacific  Place, 
Supreme  Court  Road,  Central, 
Hong  Kong. 


tylflandarin  (Qrienlal 

Opened  in  1963,  the  Mandarin 
Oriental  has  been  consistently 
ranked  among  the  best  hotels  in  the 
world  by  both  business  and  leisure 
publications.  It  is  very  beautiful,  very 
discreet  and  very  comfortable.  In  a 
world  with  so  many  new  hotels,  it  is 
a  pleasure  to  stay  at  one  with  the 
kind  of  character  that  comes  only 
from  many  years  of  experience. 

Not  only  are  its  guests  well  looked- 
after,  but  the  hotel  is  also  popular 
with  the  local  business  community  as 
place  to  have  tea, 
lunch  or  a  drink 
after  work.  In 
the  lobby  is  a 
superb  Cuban 
I  cigar  store,  the 
Cohiba  Cigar 
Divan.  Upstairs,  the  Chinnery  Bar — 
a  snug,  wood-paneled  barroom  that 
was  an  exclusively  male  preserve 
until  several  years  ago — still  has  a 
clubby  feel.  It  has  the  largest  collec- 
tion of  single-malt  whiskies  in  Hong 
Kong — over  75  different  brands, 
some  of  which  are  extremely  rare. 

The  Mandarin  Oriental  also  has 
the  first  caviar  restaurant  in  Asia  at 
the  Harlequin  Bar,  the  bar  just  out- 
side of  Pierrot,  its  French  restaurant. 
The  best  thing  to  do  is  skip  dinner 
altogether,  order  chilled  vodka,  and 
feast  on  Petrossian  Beluga.  For  a| 
more  substantial  meal,  the  Cantonese 
restaurant  at  the  hotel,  Man  Wah,  is 
excellent.  One  of  its  specialities  is  | 
fried  fish  bones  which,  despite  sound- 
ing lethal,  are  absolutely  delicious. 
Another  delicacy — but  not  for  the 
faint-hearted — is  tiny  grilled  spar- 
rows, served  complete  with  heads. 

Rooms  run  $290-5435;  suites  start 
at  $460.  For  reservations  and  infor- 
mation call  800-526-6566.  Mandarim 
Oriental,  5  Connaught  Road,  Cen- 
tral, Hong  Kong. 
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eninsula 

The  venerable  Peninsula  will  soon 
complete  a  30-story  addition, 
idding  a  swimming  pool,  health 
;lub,  twin  helipads  and  two  new 
■estaurants.  The  whole  project  is 
istimated  to  cost  $161  million,  which 
s  money  well-spent.  The  Peninsula 
nay  once  have  been  the  grandest 
lotel  in  Hong  Kong — it  first  opened 
ts  doors  in  1928 — but  it  had  been 
•esting  on  its  laurels  too  long. 

Although  it  now  offers  the  most 
nodern  business  facilities,  the 
3eninsula  is  more  for  those  who  care 
ibout  aesthetic  beauty,  discretion 
ind  service.  The  chief  concierge, 
Christian  Sussmann,  a  German  who 
lad  formerly  been  a  concierge  in 
^ondon  at  both  the  Dorchester  and 
he  Savoy,  is  so  good  he  could  prob- 
ibly  get  you  an  audience  with  the 
3ope — twice.  "I  have  done  some 
nteresting  things  while  I  have  been 
lere,"  he  says  running  up  the  stairs, 
lis  coattails  flapping  behind  him. 
There  was  the  time  when  one  of  our 
quests  told  me  that  he  was  planning 
o  propose  marriage  and  that  he 
leeded  me  to  secure  for  him  a  heli- 
:opter,  a  yacht,  a  car  and  driver,  a 
ive-piece  orchestra  and  a  case  of 
Champagne.  No  problem,  I  said, 
fhan  he  told  me  that  he  needed  it 


for  that  night  and  I  nearly  fell  out  of 
my  chair!"  Sussmann  stops  and 
laughs  at  the  memory.  "But  I  did  it! 
And  she  said  yes!" 

Most  distinctive  is  the  hotel's 
fleet  of  Rolls-Royces  that  have  been 
transporting  its  guests  since  1970.  A 
new  fleet  of  nine  Silver  Spur  Ills 
recently  arrived,  in  advance  of  the 
grand  opening  of  the  new  addition 
on  December  1  of  this  year.  Clearly, 
the  Grand  Old  Lady  of  Hong  Kong's 
hotels  is  on  the  way  to  recapturing 
her  lost  youth. 

Rooms  run  $305~$4i5;  suites  are 
$910-52,590;  Tower  rooms  start  at 
$420.  For  reservations  and  informa- 
tion call  800-223-6800.  The  Penin- 
sula Hotel,  Salisbury  Road,  Kow- 
loon,  Hong  Kong. 


9L& 
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The  competition  is  fierce  in 
Hong  Kong  to  be  the  city's 
number  one  hotel.  The  Regent, 
opened  in  1980,  located  just  across 
from  the  Peninsula  on  Tsim  Sha 
Tsui,  is  the  newest  of  the  big  three 
— the  other  two  being  the  Peninsu- 
la and  the  Mandarin  Oriental. 
Since  the  chain  was  acquired  by 
Four  Seasons  in  1992, the  Regent 
has  been  given  a  $10  million  refur- 
bishment and  is  aggressively  pursu- 


ing luxury  and  business  travelers. 
Every  room  is  provided  with  a 
seemingly  telepathic  valet  who 
anticipates  your  desires  even  before 
you  pick  up  the  phone.  Want  a 
magnum  of  Cristal?  Irish  linen 
sheets  on  your  bed?  One  of  the 
hotel's  23  Daimlers  in  which  to 
cruise  through  the  bustling  streets? 
As  if  by  magic,  they  are  all  there 
within  minutes.  For  those  of  you 
who  think  that  this  sort  of  thing  only 
happens  in  James  Bond  movies,  your 
valet  will  also  unpack  your  luggage 
and  automatically  whisk  away  any 
clothes  that  may  have  been  wrinkled 
while  traveling.  If  you  are  a  return 
guest,  the  hotel's  computerized  guest 
histories  alert  the  staff  to  your  pref- 
erences, whether  it  is  a  favorite 
Armagnac  or  extra-fluffy  pillows. 
Another  of  the  Regent's  outstanding 
features  is  the  breathtaking  view  of 
Victoria  Harbor  that  you  can  see 
from  your  room.  Or,  if  you  are  feel- 
ing more  sybaritic,  have  a  soak  in  the 
hotel's  outdoor  Jacuzzi,  order  a 
drink,  and  watch  the  sunset  over 
Victoria  Peak. 

Plaza-view  rooms  run  $260-5320; 
harbor-view  rooms  are  $360-5400; 
suites  are  $465-52,590.  For  reserva- 
tions and  information,  call  800-545- 
4000.  The  Regent,  Salisbury  Road, 
Kowloon,  Hong  Kong. 


THE  VIEW  FROM  THE  REGENT  OF  THE  SKYLINE  OF  HONG  KONG  AND  VICTORIA  HARBOR. 
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SINGAPORE 


Qmangri-<J^a  Q^Cotel 


Founded  as  a  British  trading  set- 
tlement in  1819,  Singapore  has  a 
familiar  Western  veneer  that  con- 
ceals its  essentially  Asian  character. 
Singapore  is  one  of  the  richest, 
cleanest — and,  as  we  now  know, 
the  most  disciplined — countries  in 
the  Pacific  Rim,  the  more  so  as 
many  of  the  wealthier  Hong  Kong 
Chinese,  anticipating  the  colony's 
compulsory  restitution  to  the  main- 
land in  1997,  have  transferred  much 
of  their  assets  here.  Driving  in  from 
the  marvelous  Singapore  Changi 
Airport,  you  can  see  evidence  of 
this  boom  everywhere:  shiny  new 
Mercedes  overtake  equally  shiny 
new  Jaguars  on  the  road,  and  every 
hundred  yards  it  seems  a  new  high- 
rise  or  office  building  shoots  up  into 
the  sky. 

The  Shangri-La  Hotel  has  con- 
sistently ranked  among  the  top  three 
hotels  in  Singapore.  Opened  in  1971, 
it  was  the  first  of  a  group  of  private- 
ly owned  hotels  designed  for  the 
traveling  executive.  Nearly  all  of  the 
27  Shangri-La  hotels  in  the  group 
have  a  24-hour  business  center, 
meeting  and  banquet  rooms,  CNN, 
in-room  movies,  swimming  pool, 
private  car  service  and  a  fitness  cen- 
ter. Many  have  tennis  and  squash 
courts.  The  Singapore  Shangri-La 
also  has  a  three-hole  mini-golf 
course  (part  of  its  15  acres  of  land) 
that,  while  not  Pebble  Beach,  is  cer- 
tainly a  good  place  to  practice  your 
chip  shot. 

One  feature  of  the  Singapore 
Shangri-La  is  the  addition  of  its 
newer,  more  exclusive  Valley  Wing. 
Conceived  as  a  hotel  within  the 
hotel,  its  rooms  are  larger,  and  it  has 
its  own  entrance,  check-in  counter, 
concierge  and  boardrooms.  Among 
the  VIPs  who  have  stayed  here  in 
recent  years  are  George  Bush  and 


Margaret  Thatcher.  Such  VIP 
accommodations  have  become 
increasingly  popular  in  Southeast 
Asia,  and  many  hotels  have  adopted 
the  concept  in  order  to  provide 
guests  with  an  even  greater  degree  of 
expenses-be-damned  privacy  and 
service.  The  trick  is  to  make  sure 
someone  else  is  paying. 

One  of  the  problems  facing  the 
Western  traveler  in  Southeast  Asia 
is  that  eating  outside  of  the  hotel  or 
the  better  restaurants  can  lead  to  all 
forms  of  unpleasant  gastric  compli- 
cations. (I  report  this  from  dismal 
experience.)  Fortunately,  all  the  best 
hotels  offer  sanitized  versions  of  the 
local  cuisine,  so  it  is  possible  to  go 
native  without  becoming  host  to 
indigenous  amoebae.  Although  Sin- 
gapore is  one  of  the  few  cities  in  the 
region  where  one  can  dine  out  with 
reasonable  safety,  there  really  is  no 
need  to  do  so.  The  hotel's  Canto- 
nese restaurant,  the  Shang  Palace,  as 
well  as  its  Japanese  restaurant, 
Nadaman,  are  superb.  There  is  also 
a  French  restaurant,  Latour.  How- 
ever, unless  you  cannot  stand  Asian 
food  or  do  not  care  much  about 
what  you  eat,  it  is  usually  wise  to 
avoid  the  French  or  Italian  restau- 
rants in  the  hotels:  not  only  is  the 
food  usually  mediocre  but  also,  in 
many  of  the  more  humid  places  in 
Asia,  wine  is  both  very  expensive 
and — because  it  does  not  travel  well 
— often  not  very  good. 

Rooms  run  $2io-$33o;  suites  are 
$330-$i,8oo.  For  reservations  and 
information  call  800-942-5050. 
Shangri-La  Hotel,  Orange  Grove 
Road,  Singapore  1025. 

(^Raffles  @%oiel 

While  the  Shangri-La  reflects 
modern  Singapore,  Raffles 
Hotel  is  about  the  city's  colonial 
past.  Opened  in  1887,  Raffles  be- 


came a  favorite  stopping  place  fon 
Europeans  and  has  played  a  lively 
and  romantic  part  in  Singapore's 
history.  Today,  although  the  hotel 
looks  indisputably  gorgeous  after 
an  extensive  recent  refurbishment, 
the  whole  place  has  become  unfor- 
tunately commercialized.  Like  an 
Italian  church  with  a  particularly 
fine  altar  painting,  Raffles  is  besefl 
with  mobs 
of  gawking, 
camera-tot- 
ing sight- 
seers in  short 
pants  and 
sneakers  swarming  through  the 
public  areas  and  shops,  under- 
mining the  hotel's  feeling  of  ex-< 
clusivity. 

The  more  private  areas  of  the 
hotel,  however,  are  quite  beautiful. 
Rooms  are  handsomely  appointed) 
and  have  teak  floors,  central  air-con-j 
ditioning  and  14-foot  ceilings.  Thej 
better  rooms  have  verandahs  com-* 
plete  with  wicker  furniture  that  face) 
onto  the  quiet  of  the  Palm  Court — 
which  unlike  many  other  "Palmi 
Courts"  in  the  world  really  is  a  court) 
with  palms  in  it. 

The  hotel's  famous  Long  Bar  ha: 
been  relocated  to  the  second  floor, 
but  the  Singapore  Slings  are  just  as 
good.  The  pina  colada  of  the  Ori- 
ent, the  notorious  pink  drink  was, 
invented  here  in  1915  by  the  leg- 
endary bartender  Ngiam  Tong 
Boon  as  a  ladies'  cocktail,  and  today 
the  hotel  sells  upwards  of  2,000 
Slings  per  day. 

Like  all  good  hotels,  Raffles 
combines  real  service  with  a  sense  oi 
theater.  In  particular,  the  manage- 
ment likes  to  play  up  the  hotel's 
romantic  history  and  takes  every 
opportunity  to  capitalize  on  the 
illusion  that  the  place  is  full  of 
white-jacketed  planters,  beautiful 
women  with  pasts,  and  the  occasion- 
al international  spy.  Charming 
hokum,  indeed. 

Suites  start  at  $430  and  go  up  to 
$2,650.  For  reservations  and  in- 
formation call  800-525-4800.  Raf- 
fles Hotel,  One  Beach  Road,  Singa- 
pore 0718. 
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^Wlandarxn  (Oriental 

Eir  many  years  the  undisputed 
eading  hotel  in  Jakarta,  the 
Mandarin  Oriental,  which  opened  in 
1979,  recently  underwent  a  major 
renovation.  (Therefore,  remember 
one  of  Andrew  Harper's  axioms: 
when  booking  a  room,  always  ask  for 
one  "away  from  the  renovation," 
whether  or  not  you're  aware  of  any 
renovation  taking  place.) 

The  Mandarin  Oriental  Hotel 
Group  has  been  around  since  the 
early  1960s,  and,  although  they  have 
been  able  to  establish  an  enviable 
reputation  over  the  years,  some  of 
their  hotels  are  now  looking  a  little 
shabby.  These  are  hotels  run  along 
more  European  lines — less  opulent, 
more  elegant,  with  a  greater  em- 
phasis on  Old  World  charm  and 
discretion.  Nevertheless,  the  hotel 
has  just  completed  work  expanding 
its  more  expensive  Club  floors, 


at  $480.  For  reservations  and  infor- 
mation, call  800-526-6566.  Man- 
darin Oriental,  Jakarta,  Jalan  M.H. 
Thamrin,  PO  Box  3392,  Jakarta 
10310,  Indonesia. 

Directly  across  the  plaza  from  the 
Mandarin  Oriental  is  the  glit- 
tering and  enormous  Grand  Hyatt. 
Opened  in  1991,  the  Grand  Hyatt 
has  challenged  the  Mandarin  Orien- 
tal for  the  position  of  Jakarta's  best. 
The  two  hotels'  styles  are  very  differ- 
ent, but  the  Grand  Hyatt  has  made  a 
concentrated  effort  to  target  business 
travelers.  It  too  offers  special  VIP 
floors,  the  Regency  Club,  with  its 
own  lounge  and  private  boardroom. 
For  all  guests  there  is  a  24-hour  busi- 
ness center,  conference  rooms,  inter- 
preters and  secretarial  staff. 

The  showpiece  of  the  Grand 
Hyatt  is  a  spectacular  four-story, 


which  have  their  own  lounge,  fax 
machines,  conference  rooms  and 
concierge. 

Because  of  its  location  in  the  cen- 
ter of  the  city's  financial  district,  the 
Mandarin  Oriental's  restaurants  and 
public  areas  also  serve  as  a  popular 
meeting  place  for  local  and  expatri- 
ate business  people.  Its  Chinese 
restaurant,  The  Spice  Garden,  is 
considered  the  best  in  Jakarta  and 
specializes  in  spicy  Szechuan  cui- 
sine. The  Captain's 
Bar  off  the  lobby 
is  packed  during 
the  week  at 
lunchtime  with 
diners  taking  ad- 
vantage of  its  daily 
buffets.  At  night,  the  city's  call  girls 
congregate  near  the  hotel  looking 
for  business  transactions  of  a  more 
sporting  nature. 

Deluxe  single  rooms  are  $180; 
deluxe  doubles  are  $200;  suites  start 


marble-lined  lobby.  On  the  third 
story  is  the  Fountain  Lounge, 
where  you  can  take  tea  and  gaze 
through  the  picture  windows  at  the 
stalled  traffic  out  in  the  street.  The 
fifth  floor  has  a  lush  pool  garden 
complete  with  tropical  vegetation, 
tennis  and  squash  courts,  and  a  pool- 
side  bar.  The  Japanese  restaurant, 
Sumire,  is  excellent,  particularly  its 
tepanyaki — a  traditional  Japanese 
meal  prepared  on  a  grill  by  a  chef 
wielding  very  sharp  knives.  O'Reil- 
ly's Bar  and  Pub  draws  a  large  and 
younger  crowd  of  expats  who  come 
to  drink  and  flirt.  As  one  patron  puts 
it  sagely:  "There  are  lots  of  places  in 
Jakarta  to  get  drunk,  but  you  meet 
the  best-looking  women  here." 

Rooms  are  $265;  suites  run  $530- 
$2,500.  For  reservations  and  infor- 
mation call  800-233-1234.  Grand 
Hyatt  Jakarta,  PO  Box  4546/Jkt. 
10045,  Jalan  M.H.  Thamrin,  Jakarta 
10230,  Indonesia. 


Q/hanqri-cJ^c 
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One  of  the  fastest-growing  econ- 
omies in  Southeast  Asia, 
Malaysia  has  become  an  increasingly 
popular  destination  for  business  trav- 
elers. In  Kuala  Lumpur,  McDon- 
ald's and  KFCs  are  springing  up 
along  with  modern  office  complexes, 
and  at  night  locals  go  to  party  at  the 
Hard  Rock  Cafe.  It  is  a  country  that 
has  come  a  long  way  in  a  short  time. 

In  the  heart  of  the  business  dis- 
trict, the  Shangri-La  Hotel  is  also  its 
social  center.  At  all  times  of  day  in  all 
parts  of  the  hotel,  in  the  lobby  and 
the  bars  and  restaurants,  men  in  jack- 
ets and  ties  clutching  cellular  phones 
sit  discussing  their  latest  deals. 
Waitresses  in  long  skirts  slit  up  the 
side  hover,  eager  to  bring  you  a  gin 
and  tonic  or  mango  juice;  they  kneel 
while  serving  you.  (A  nice  touch  for 
you  diehard  colonialists.)  Against 
one  wall  is  a  Reuters  machine  with  a 
Beritex  interactive  videotext  unit 
that  requires  an  advanced  degree 
from  M.I.T.  to  operate. 

If  you  are  feeling  gastronomically 
adventurous,  order  a  century  egg  at 
the  Shang  Palace.  This  is  a  regular 
hen's  egg  that  has  been  buried  in  the 
ground  for  a  year.  Despite  its  odd 
look,  it  is  quite  delicious — as  are  the 
shark's  fin  and  bird's  nest  soup. 

Don't  expect  the  same  standards 
of  luxury  in  Jakarta  or  Kuala 
Lumpur  that  you  would  in  Hong 
Kong  or  Singapore — you  won't  find 
them.  Physically,  everything  works, 
the  service  is  responsive,  and  the 
rooms  are  clean  and  comfortable, 
but  they  are  often  not  much  better 
than  the  best  hotels  in,  say,  Omaha 
or  Tampa. 

Rooms  run  $i5o-$2io;  suites  are 
$3io-$i,57o.  For  reservations  and 
information  call  800-942-5050. 
Shangri-La  Hotel,  11  Jalan  Sultan 
Ismail,  50250  Kuala  Lumpur, 
Malaysia. 
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„  We 
Restore 

„  The 
Classics. 


For  about  what  it  costs  to  get 
your  favorite  shoes  repaired,  you 
can  have  them  renewed  with  the 
soles  responsible  for  their  original 
performance.  For  your  nearest 
vibram*  Authorized  Dealer,  call, 

1-800-VIBRAM-7 


V  lb  ram  Authorized  Dealer 

The  Sole  And  Heart  of  The 
World's  Finest  Footwear"' 

Quabaug  Corporation  15  !he  exclusive  licensed  manufacturer  of  V'bram  soles 
in  USA  Vibram  is  trie  registered  trademark  ol  Vibram  SpA  ot  Italy 


Qlie  '(Oriental  Q°tolel 

The  traffic  in  Bangkok  is  as  bad  as 
everyone  says  it  is,  even  if  you 
are  sitting  in  one  of  the  Oriental 
Hotel's  fleet  of  36  white  Mercedes 
sedans.  Long,  choking  lines  of 
parked  auto- 
mobiles 
stretch  for 
miles  at  any 
given  time  of 
the  day.  The 
city  lives  in  a  permanent  state  of 
gridlock.  Blade  Runner-cpiiXiXy  car- 
bon monoxide  hangs  poisonouslv  in 
the  air.  The  traffic  lights  are  stag- 
gered, and  when  they  finally  change, 
the  driving,  despite  the  Thai  reputa- 
tion for  civility,  becomes  reckless  and 
fiercely  competitive. 

"That  is  why  we  are  building  a 
helipad,"  says  Kurt  Wachtveitl,  the 
Oriental's  general  manager  of  28 
years.  This  is  typical  of  a  hotel  which 
has  consistently — and  justifiably — 
ranked  among  the  world's  top.  Insti- 
tutional Investor  magazine  ranked  it 
repeatedly  as  the 
best  hotel  in  the 
world  during  the 
1980s. 


(Don't  try  racing  them;  they  would 
be  crushed  if  you  won.) 

One  of  the  highlights  of  a  stay  at 
the  Oriental  is  dinner  at  the  Sala  Rim 
Naam,  the  Thai  restaurant  and  cook- 
ing school  that  Wachtveitl,  a  legend 
in  the  world  of  hoteliers,  has  created 
on  the  far  shore  of  the  Chao  Phraya 
River.  A  shuttle-ferry  runs  continu- 
ally between  the  two  banks.  Every 
evening  there  is  a  table  d'hote  selec- 
tion of  regional  Thai  cuisine  (some- 
what toned  down,  as  most  Western- 
ers would  find  most  Thai  food  too 
blistering),  followed  by  a  perfor- 
mance of  Thai  dancing  which  is  as 
entertaining  as  it  is  tourist-driven. 

Combining  Thai  massage  with 
European  skin  and  body  care,  the 
Oriental  Spa  is  a  fine  place  to  un- 
wind after  a  long  flight  or  a  particu- 
larly rough  day.  (I  can  report,  with 
some  disappointment,  that  every- 
thing was  perfectly  chaste.) 

For  something  a  little  sexier,  in 
keeping  with  the  city's  lurid  reputa- 
tion, there  is  no  shortage  of  massage 
establishments  outside  the  hotel. 


JP5  S*fU>mUr  03  Bangkok  is  fa- 

SX&w  Mr-  ChaeUs  -J)u8c^-  mous    for  its 

It  has  bun  'iwy  raU  Awry  you  nightlife,  but  the 

W  /  hoptjcu  Ccmi  bac#  agaJn   -»co<n  reputation  of  its 

Built  in  1887,     ffo  ka„</. wadf  vujul  hay  rA  a  A>ma((  red-light  dis- 

cjUt  ic  ycu  from   w?;  your  buiU*  trier,  Patpong, 

fy«r<6.    m  Pi.hd 


the  Oriental  is 
divided  into 
three  wings:  the 
River  Wing,  the 
Garden  Wing,  and  the  Authors' 
Residences  (named  after  Somerset 
Maugham,  Joseph  Conrad  and  Noel 
Coward,  who  used  to  stay  here).  In 
the  suites,  the  butler's  first  duty,  after 
showing  you  around  a  room  richly 
decorated  with  Thai  silk  and 
antiques,  is  to  uncork  the  chilled  bot- 
tle of  complimentary  Taittinger 
Champagne.  So  eager  are  they  to 
please  that,  whenever  you  arrive  back 
at  your  room,  the  butlers  sprint  down 
the  hallway  to  unlock  your  door. 


has  been  grossly 
inflated.  True,  it 
is  seedy  and 
prostitution  is  rife,  but  several  years 
ago  the  police  cleaned  out  some  of 
the  worst  parts.  Fanciers  of  the 
demimonde  will  be  disappointed: 
Patpong  has  become  such  a  tourist 
spot  that  the  T-shirt  vendors  do  as 
good  a  business  as  the  girlie  bars. 

Deluxe  single  rooms  are  $250; 
deluxe  doubles  are  $310;  suites  start 
$360.  For  reservations  and  informa- 
tion call  800-526-6566.  The  Orien- 
tal, 48  Oriental  Avenue,  Bangkok 
10500,  Thailand. 


The  Morgan  Library 

29  East  36th  Street,  NY  212-685-0610 


Over  2500  lots  of  significant  arc bitectural  antiques,  decorative  arts  and 
collectibles  including  cbandeliers,  fine  furniture,  statuary,  fireplace  mantels, 
stained  glass  and  more  will  be  sold  at  No  Minimum  and  No  Reserve. 

36,,,  Auction 

October  2Q  &,  30,  IQQ4 

For  a  FREE  color  catalog,  contact:  Red  Baron's  Dept.  O 

6450  Roswell  Road,  Atlanta,  Georgia  30328  I 
(404)252-3770  Fax  (404)257-0268  I 
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ofaigon  Shoaling 


Because  of  its  French  colonial 
heritage,  Ho  Chi  Minh  City 
I  although  it  is  still  called  Saigon  by 
just  about  everyone)  is  a  lovely  city 
with  quiet,  tree-lined  avenues  and 
yellow  neo-classical  buildings 
strangely  untouched  by  the  long 
^ears  of  war.  The  few  cars  on  the 
street,  with  rare  exceptions,  are  all 
wer  20  years  old.  Most  people  sim- 
ply bicycle  or  take  cyclos — pedal- 
aowered  rickshaws.  The  old  French 
lotels,  like  the  Rex  and  the  Conti- 
nental, still  exist  but  are  grey,  com- 
munist shadows  of  their  former 
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IN  SAIGON,  YOU  CAN  BE 
LONG  ON  DONG. 


;elves.  Today  in  the  city  the  best 
lotel  is  its  newest:  the  Saigon  Float- 
ng  Hotel. 

Situated  along  the  river  in  the 
:enter  of  the  city  on  Hero  Square, 
he  "Floater"  does  exactly  that. 
Originally  built  in  Singapore,  it 
erved  for  some  years  as  a  hotel  on 
he  Great  Barrier  Reef  in  Australia 
>efore  riding  the  waves  to  Vietnam, 
t  is  an  ugly  place,  and  the  tiny 
ooms  have  a  distinctly  marine  feel 
o  them.  (They  even  have  lifejackets 
n  case  of  emergency.)  Despite  its 
boks,  it  does  offer  such  luxuries  as  a 
wimming  pool,  tennis  court,  health 
lub,  conference  rooms  and  business 
enter.  In  fact,  several  Western 
ompanies  have  established  their 
>fhces  at  the  hotel  because  its  busi- 
ness systems  are  among  the  most 
eliable  in  an  all-too-unreliable  city, 
rhere  are  also  two  restaurants,  a 
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"Unequaled 


It  is  New  York's  legendary 
private  hotel  and  residence 
of  world  leaders  in  the  arts 
and  business.  The  Sherry- 
Netherland  on  Central  Park 
at  Fifth  Avenue  and  59th 
Street  offers  more  than  the 
city's  best  address.  Its  lobby 
modeled  on  the  Vatican 
library,  Italian  Renaissance 
paneled  elevators,  65  indi- 
vidually decorated  rooms 
and  suites,  served  by  a  staff 
of  120,  reflect  The  Sherry's 

discerning  clientele. 

■ 
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781  Fifth  Avenue,  N.Y.,  NY  10022 
Reservations:  800-247-4377 
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lobby  bar  and  a  dreary  nightclub,  the 
Downunder  Disco. 

The  "Floater"  is  more  expensive 
than  its  competition  although  prices 
in  Saigon  are  relative.  American  dol- 
lars are  widely  and  gratefully  accept- 
ed but  American  credit  cards,  due  to 
a  since-rescinded  embargo,  are  not. 
Not  that  it  matters  much.  For  some- 
one who  has  Western  currency, 
Saigon  is  extremely  cheap.  Don't 
bother  changing  much  money  when 
you  arrive,  you  might  not  have  room 
to  carry  it  all.  The  largest  denomina- 
tion is  50,000  dong — worth  roughly 
$5 — and  $50  will  yield  a  stack  of  bills: 
almost  an  inch  thick. 

There  is  a  small  and  rather  cynical 
Western  community  in  Saigon.  They 
have  their  own  bars  and  clubs — all 
conveniently  near  Hero  Square — andl 
tend  to  stick  together.  Fraternization 

Many  expats  laugh 
at  the  idea  that  Vietnam 
will  be  the  next  hot  market 
in  Southeast  Asia. . . 
"It's  too  bloody  corrupt,  \ 
says  one  Englishman. 

between  them  and  Vietnamese  is 
frowned  upon,  and  it  is  forbidden  for1 
a  foreigner  to  have  a  Vietnamese  in 
their  rooms  at  night.  (To  ensure 
proper  conduct  all  hotels  have  moni-1 
tors  who  sit  by  the  elevators.)  Many) 
expats  laugh  at  the  idea  that  Vietnam! 
will  be  the  next  hot  market  in  South- 
east Asia  and  join  the  other  "Little! 
Tigers"  of  the  Pacific  Rim.  "It's  too 
bloody  corrupt,"  says  one  English- 
man, adding  that,  although  he  has  toi 
allocate  at  least  ten  percent  of  his 
budget  for  a  slush  fund  to  pay  off! 
contractors  and  government  repre- 
sentatives, things  still  don't  work.  "I 
wouldn't  invest  my  money  here." 

Rooms  run  $155-5185;  suites  go 
up  to  $425.  For  reservations  and  in- 
formation call  800-835-7742.  The 
Saigon  Floating  Hotel,  Hero  Square, 
Ho  Chi  Minh  City,  Vietnam. 


SERVICE  ACES 


Best  concierge: 
Peninsula, 
Hong  Kong 


Silliest  doorman's  uniform: 
Shangri-La,  Singapore 


Most  beautiful: 
Raffles,  Singapore 


Most  likely  to  sink  in  a  squall: 
Saigon  Floating  Hotel 

Best  house  Champagne: 

Taittinger  at  the 
Oriental,  Bangkok 

Prettiest  Guest  Relations  Officer: 
Michelle  at  Shangri-La,  Hong  Kong 

Rooms  you  would  most  want  to  live  in: 
Authors'  Residences 
at  the  Oriental,  Bangkok 

Best  Chinese  restaurant: 
Man  Wah  at  the 
Mandarin  Oriental,  Hong  Kong 

Best  bar: 
Chinnery  Bar  at  the  Mandari 
Oriental,  Hong  Kong 

Worst  bar: 
Verandah  Bar  at  the 
Peninsula,  Hong  Kong 

Best  piano  lounge: 
Bamboo  Bar  at 
the  Oriental,  Bangkok 

Best  shrine  to pre-Castro  Cuba: 
Cohiba  Cigar  Divan  at  the 
Mandarin  Oriental,  Hong  Kong 

Best floor  show: 
Sala  Rim  Naam  at 
the  Oriental,  Bangkok 

Best fleet  of  cars: 
The  Rolls-Royce 
Silver  Spurs  at  the 
Peninsula, 
Hong 
Kong 


Best  views: 
Shangri-La,  Hong  Kong 

Best  nightclub: 
Xanadu  at  Shangri-La,  Singapore 

Best  Japanese  restaurant: 
Sumire  at  Grand  Hyatt,  Jakarta 
l  I 

Best  pool: 
Grand  Hyatt,  Jakarta 

Best fitness  center: 
Shangri-La,  Kuala  Lumpur 


Best foot  rub: 
Oriental  Spa  at  the 
Oriental,  Bangkok 

Best  house  cocktail: 
Singapore  Sling  at 
Raffles,  Singapore 

Worst  French  restaurant: 
All 


Best  billiards  table: 
Raffles,  Singapore 


Best  afternoon  tea: 
Clipper  Lounge  at  the  Man- 
darin Oriental,  Hong  Kong 

Best-dressed  bell  boys: 
Raffles,  Singapore 


FLIGHT  PLAN 

In  the  old  days  the  best  way  to 
reach  Southeast  Asia  was  by 
steamer  across  the  South  China 
Sea.  Today  the  best — and  most 
convenient — way  to  get  there  is 
flying  on  Singapore  Airlines. 
With  the  most  modern  fleet  of 
747s  in  the  world,  it  flies  from 
both  New  York  and  Los  Angeles, 
as  well  as  through  London,  Brus- 
sels and  Frankfurt.  Singa- 
pore is  efficient,  courte- 
ous, comfortable,  and  on 
time.  For  information  and 
reservations  call  800-742-3333.  • 


IT  SLEEPS  ALONE 


A  FRUGAL  AND  ANONYMOUS 
SCOT,  LONG  YEARS  AGO, 
observed  that  the  oaken  casks 
which  had  been  used  for  bringing 
sherry,  port,  or  madeira  into  the 
country,  might  be  employed 
thereafter  to  mature  malt  whisky. 

A  PRIME  NOTION  IT  TURNED 
OUT  TO  BE.  The  casks  (particu- 
larly those  that  had  contained 
sherry)  imparted  both  a  lustrous 
golden  colour  and  a  beguiling  hint 
of  redolence  to  the  malt. 

SO  SUCCESSFUL  WAS  THE 
PRACTICE,  in  fact,  that  soon  all 
the  malt  whiskies  (among  them 
The  Macallan)  were  matured 
in  this  way. 
But  time  passed. 

SHERRY  CASKS  ONCE  TO  BE 
HAD  FOR  A  FEW  PENCE  NOW 
COST  SCORES  OF  POUNDS. 
And  first  one  and  then  another 
faint-heart  settled  for  more 
expedient  alternatives,  with  the 
result  that  today  The  Macallan  is 
the  last  malt  whisky  to  be 
exclusively  so  matured. 
However... 

A  PROFUSION  OF  OPTIMUM 
RATINGS  IN  SUNDRY  'BLIND' 
TASTINGS  of  top  malts  has  con- 
vinced us  of  the  wisdom  of  our 
solitary  course.  Putting  it  another 
way,  you  might  say  our  virtue  is 
your  reward. 

THE  MACALLAN. 
THE  SINGLE  MALT 
SCOTCH. 

Sole  U.S.A.  Distributor,  Remv  Amerique,  Inc., 
XY.XYScnhh  Whisky  86  Proof.  W,  Ale  Vol  ■  1993 


LOOK  LIKE  HAMMERED  CRAP,  SAYS 

Heather  Thomas,  squinting  at  her- 
selfin  a  hand  mirror. 
Well,  no — she  doesn't,  really.  In  fact,  she 
looks  about  12  shades  of  good  in  her  skin-tight 
neoprene  waders,  her  silk  long  underwear  and  Gap 
shirt  and  Patagonia  neck  warmer  and  Australian  bush  hat. 

Walter  Ungermann  is  something  else  again.  In  his  old  boot-foot 
rubber  waders  and  swamp-colored  Icelandic  sweater,  with  a  ratty 
green  wool  stocking  cap  pulled  down  over  some  other  old  hat  with 
a  bill,  Walter  looks  like  he  reclaims  pop  bottles  out  of  drainage 
ditches  for  a  living.  He  doesn't,  but  we'll  get  to  that. 

It  is  8:30  on  a  cool,  bright,  breezy  Rocky  Mountain  morning  in 
early  September.  Heather  and  Walter  are  standing  around  Pacific 
Creek  landing  on  Wyoming's  Snake  River  while  their  guide  for 
the  day,  Bruce  James,  puts  his  boat  in  the  water. 

"Are  you  fishing  in  the  front,  Walter?"  asks  Bruce  when  the  boat 
is  ready. 

"As  much  as  I  possibly  can  if  Heather  will  let  me,"  says  Walter. 

Heather  tosses  her  long  blonde  hair,  smiles  at  Walter,  then  at 
Bruce.  "We've  already  won  once.  I  want  Walter  to  have  a  chance 
to  win.  He  can  have  the  front  all  he  wants." 

"  Thank  you,  Heather,"  says  Walter  with  his  usual  delicate 
inflection.  Walter  talks  the  way  Joe  Frazier  boxed.  He  climbs  into 
the  front  seat,  and  before  Bruce  has  even  taken  one  good  pull  on 
the  oars,  Walter  has  made  the  first  of  what  I  calculated  to  be  1,684 
casts  that  day. 

Heather  leans  back  in  her  seat  in  the  stern,  crosses  her  pretty 
legs,  yawns,  and  puts  her  hands  behind  her  head  to  watch  the  river 
go  by. 

Que pasa}  This  is  a  competition,  isn't  it? 

"Too  many  snags,"  she  says,  looking  languidly  at  the  log  bobbing 
in  the  water.  "I'm  not  fishing  till  I  see  the  whites  of  their  eyes." 

It  is  indeed  a  competition — the  Seventh  Annual  Jack- 
son Hole  One  Fly  Contest — but  one  you  are  refreshingly 
free  to  take  as  seriously  as  you  like.  There  are  your  Walter 
Ungermanns  at  one  end  of  the  seriousness  scale  and  your 
Heather  Thomases  at  the  other,  with  most  of  the  other 
126  anglers  somewhere  in  between;  and  it  is  in  keeping 
with  the  One  Fly's  characteristic  tone  of  witty  insouciance 
that  Walter  and  Heather  have  accidentally  wound  up  as 
boat  mates.  One  year  a  past  president  of  the  Sierra  Club 
found  himself,  literally,  in  the  same  boat  for  a  day  with  ex- 
Secretary  of  the  Interior  James  Watt.  Mr.  Watt  didn't 
catch  a  fish.  In  fact,  in  three  years  of  fishing  the  two-day 
competition,  for  a  total  of  nearly  50  hours  of  hard  casting 


on  the  trout-infested  Snake 
River,  Mr.  Watt  managed 
the  almost  unimaginably 
difficult  feat  of  never  catch 
ing  a  single  fish.  When 
asked  to  comment  on  this 
remarkable  conservation 
record — one  roughly  compa 
rable  to  killing  not  a  single 
insect  with  your  windshield 
on  a  drive  from  Maine  to 
California  in  August — James 
Watt  shrugged  and  said,  "I 
just  like  being  in  the  great 
outdoors."  Now  that  is  witty 
insouciance. 

A  Jackson  Hole  sporting- 
goods   shop   owner  and 
fishing  entrepreneur  named 
Jack  Dennis  and  a  couple  of 
his  friends  came  up  with  the 
idea  for  the  One  Fly,  an  idea 
that  runs  interestingly  cross- 
grain  to  a  couple  of  fly- 
fishing's most  intrinsic  incli- 
nations: the  urge  to  tie  on  a 
new  fly  every  time  a  trout 
won't  eat  the  one  you  offer, 
and  the  tendency  over  a  day's 
fishing  to  lose  flies  to  fish, 
branches,  submerged  snags 
and  badly-tied  knots.  On 
each  of  the  two  days  of  their 
contest,  Dennis  and  his 
friends  decided,  you  could 
fish  with  only  one  fly — any 
fly  you  wanted,  but  only 
one — and  should  you  lose  or 
destroy  that  fly  you  would  be 
out  of  the  competition  for 
the  rest  of  that  day.  Four 
anglers  would  make  up  a 
team.  Each  contestant  would 
float-fish  from  8:30  until  4:30 
with  a  contestant  from  another  team  and  a  guide  on  one 
of  eight  six-  to  ten-mile  stretches  of  the  Snake  River. 
Scoring  would  be  based  on  the  number  and  length  of  the 
trout  caught,  those  trout  to  be  measured  and  recorded  by 
the  guide  and  then  released  unharmed.  The  contestants  in 
a  boat  would  have  equal  time  in  the  bow  over  the  course 
of  the  day,  and  whichever  angler  was  in  the  bow  at  a  par- 
ticular time  would  have  "control"  over  the  boat,  deciding 
which  bank  to  fish,  and  when  and  if  to  stop  in  order  to 
wade-fish.  Dennis  and  the  other  organizers  determined 
that  they  would  award  non-cash  prizes  of  fishing  tackle 
and  trophies  for  the  highest  individual  score,  the  highest 
team  score,  and  the  biggest  fish  caught  during  the  compe- 
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tition.  And  to  pay  for  these  prizes  and  all  the  expenses  of 
running  the  competition,  each  team  would  pony  up  an 
entry  fee  of  $2,000.  Any  leftover  money  would  go  to 
trout-related  conservation  causes. 

Eleven  teams  competed  in  the  first  One  Fly,  which  was 
held  in  September  of  1986.  In  1992  there  were  32  teams 
entered,  and  the  entry  fee  had  gone  up  to  $3,000  per  team, 
but  you'd  be  hard-pressed  to  find  anyone  who  cared. 

The  event  is  beautifully  run  by  Jack  Dennis  and  a  large, 
good-spirited  staff,  and  over  its  three-night,  two-day 
course  it  has  the  feel  of  a  big  house  party.  Many  of  the 
well-heeled  fly  rod  sports  who  gather  for  it  each  year  in 
their  Navajo  blanket  jackets,  lizard  boots  and  $300  beaded 
belts  also  run  into  each  other  at  fishing  lodges  in  New 
Zealand  and  Argentina,  on  the  blue-ribbon  trout  rivers  of 
the  West,  and  on  planes 
to  Belize  and  Christmas 
Island.  They  and  the 
guides  and  lodge  owners, 
tackle  reps  and  equip- 
ment manufacturers, 
angling  celebrities  and 
journalists  who  are  also 
there  every  year  are 
always  happy  to  see  each 
other  at  this  annual  con- 
vention, and  always  ready 
to  have  a  good  time — at 
the  fishing  during  the 
day;  over  drinks  at  Nel- 
lies, still  in  their  waders, 
when  the  fishing  is  over; 
and,  especially,  in  the 
evenings  at  the  first-night 
registration  cocktail  party, 


Actress  Heather  Thomas  knew  the  rules: 
on  each  of  the  two  days  of  the  contest,  she 
could fish  with  only  one fly. . . 


all  the  barbecued  fresh  salmon,  ribs,  chicken,  steak  and 
bratwurst,  all  the  baked  beans,  corn  on  the  cob,  slaw  and 
salad  that  you  or  anybody  else  can  eat.  At  the  center  of 
that  big,  laughing  knot  of  people  in  the  line  over  there  is 
the  Hollywood  All-Star  team — actress  Heather  Thomas 
(who  is  describing  how  she  was  chased  that  day  by  a  pair 
of  badgers  while  relieving  herself  in  the  woods),  Skip 
Brittenham,  Kenny  August  and  Art  Annecharico — a  fun- 
loving  group  who  in  1991  came  out  of  nowhere  to  beat  all 
the  pros  and  the  intensos  who  fly  to  Jackson  five  days 
early  to  practice,  and  became  the  first  team  made  up 
entirely  of  non-professionals  ever  to  win  the  One  Fly.  The 
All-Stars  enjoyed  that,  but  they  have  just  as  good  a  time 
here  if  they  finish  out  of  the  top  20. 

Behind  them  is  Carlos  Sanchez,  a  fishing  outfitter 

from  Argentina;  Ray 
Grubb,  who  owns  a  top- 
notch  New  Zealand 
fishing  lodge;  Joan 
Wulff,  the  First  Lady  of 
Fly-fishing.  And  down 
there  at  the  end  of  the 
line — the  guy  standing 
by  himself,  holding  a 
Coke  and  wearing  a 
shapeless  old  sweater  and 
a  brooding  Hamlet  look, 
the  one  whose  body  lan- 
guage is  muttering,  "I 
haven't  won  top  rod  once 
in  three  years  at  this  god- 
damn thing,  and  I  by  God 
should  have.  Go  on,  go 
on,  enjoy  yourselves — I 
hope  you  all  choke  on 


the  buffet  dinner  and  silent  auction  at  swank  Teton  Pines 
on  Saturday  night,  and  the  blow-it-out  barbecue,  live 
band  country  music  and  awards  at  Crescent  H/  River- 
meadows  on  Sunday  night. 

At  that  barbecue  all  flies  have  either  been  kept  or  lost 
and  all  fish  either  caught  or  not  caught;  everyone  knows 
who  won  and  who  didn't,  and  not  everyone  cares.  A  warm, 
bourbon-colored  glow  of  sporting  bonhomie  floats 
throughout  the  huge  stone-and-timber  main  room  of  the 
ranch,  and  everywhere  people  dressed  in  Western  chic  are 
clapping  backs  and  telling  lost  fly  and  fish  stories.  Over 
there,  General  Chuck  Yeager  is  squinting  his  test-pilot 
squint  and  talking  to  Mike  Sullivan,  the  governor  of 
Wyoming.  Over  here,  big  John  Turner,  Director  of  the 
U.S.  Fish  and  Wildlife  Service,  is  discussing  pack  horses 
with  sportscaster  Curt  Gowdy.  Hanging  together  are  the 
High  Flyers  Wall  Street  Team,  the  Nebraska  Cornhuskers 
and  Team  Budweiser.  And  the  Australian  team  members, 
all  world-class  crowd  cruisers  and  drink  spillers,  are  cruis- 
ing the  crowd  and  spilling  their  drinks  with  gusto. 

Outside,  people  begin  to  line  up  for  what  is  without 
question  one  of  the  best  feeds  in  the  entire  Wild  West — 


it," — that  is  Mr.  Intenso  himself,  the  Captain  of  Team 
U.S.A.,  Walter  Ungermann. 

Walter  Ungermann — who  has  been  a  char- 
ter boat  captain  for  30  years,  who  holds  the 
Atlantic  salmon  catch  record  on  Iceland's 
Grimsa  River  of  83  salmon  in  one  week,  and  who  occa- 
sionally introduces  himself  as  the  world's  greatest  salmon 
and  sailfish  angler — that  same  Walter  Ungermann  has 
just  caught  a  snit. 

A  snit  is  a  very  small  trout.  It  is  now  9:30,  and  the  snit 
is  Walter's  first  fish  of  the  day.  The  day  before  he  caught 
24  fish  for  561  points  and  was  high  rod  for  the  first  day  of 
the  contest.  Walter  has  calculated  that  today  he  will  need 
six  fish  of  16  inches  or  over  to  be  guaranteed  of  winning 
the  1992  One  Fly  individual  angler  award,  and  this  snit  is 
not  a  help.  He  tosses  it  back  without  looking  at  it  and 
makes  another  cast. 

"Put  me  down  for  two  points,"  he  tells  Bruce  James. 
"I  think  that  snit  was  trying  to  hump  your  fly,  Walter," 
says  Heather  Thomas,  who  is  still  lounging  in  the  stern 
and  has  not  yet  begun  to  fish. 
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In  fact,  Walter's  fly  could  be  an  appropriate  love  object 
for  a  trout.  At  least  three  inches  long,  a  seductive  olive- 
and-beige  confection  of  rabbit  fur  called  a  "double 
bunny,"  it  was  tied  for  him  by  Carter  Andrews,  his  guide 
of  the  day  before,  to  imitate  a  baitfish.  Walter  is  fishing  it 
deep  on  a  full  sinking  line,  and  to  cut  his  chances  of  losing 
the  fly  he  is  using  a  leader  of  14-pound  test — a  leader  fully 
capable  of  landing  a  100-pound  tarpon.  The  whole,  outfit 
might  be  employed  for  deep-snagging  giant  carp:  it  is  an 
all-business,  heavy  machinery  approach  to  the  usually 
dainty  business  of  trout  fishing,  and  it  represents  a  gamble 
on  Walter's  part.  This  contest  is  usually  won  with  dry  flies 
like  the  delicate  Hairwing  Addams  tied  onto  the  end  of 
Heather's  leader,  the  same  fly  her 
husband  Skip  Brittenham  won  top 
rod  with  last  year.  But  the  past  tew 
days  have  been  windy,  and  wind  is 
the  mortal  enemy  of  dry-fly  fishing. 
Walter  has  gambled  that  the  wind 
will  hold,  giving  an  edge  to  the 
brickbat  rig  he  is  using. 

AN  EDGE  EVEN  A  LI  T  - 
tie  one — Walter  figures  is 
all  he  needs  this  year  to 
finally  fulfill  his  destiny  and  win  the 
One  Fly.  In  the  past  three  contests 
he  has  had  consistently  high  scores 
and  lost  his  fly  on  only  one  day  out 
of  six.  But  a  professional  fishing 
machine  named  George  Ander- 
son— who  carried  a  snorkel  and 
mask  in  case  his  fly  got  hung  up 
under  water  and  ran  down  banks  as 
he  fished  them — out-hustled  him 
in  the  first  two,  and  last  year  Walter 
went  wet  when  all  the  fish  were  on 
dries.  At  52  years  old,  he  is  a  multi- 
millionaire by  virtue  of  an  aircraft 
turbine  part  manufactured  by  his 
father.  He  fishes  over  300  days  a 
year,  and  he  fishes  brilliantly,  par- 
ticularly for  Atlantic  salmon.  He  also  fishes  aggressively, 
even  when  there's  no  competition.  None  of  this  "I  just  like 
being  in  the  great  outdoors,"  Zenny  hogwash  for  Walter: 
Walter  fishes  to  kick  butt.  He  has  been  top  rod  most  sea- 
sons on  most  of  the  salmon  rivers  that  have  suffered  him. 
And  he  is  chairman  of  the  United  States  Fly-Fishing 
Team  which  competes  each  year  in  a  World  Fly-Fishing 
Championship.  But  Walter  has  never  won  the  One  Fly. 

By  10:30  the  breeze  coming  downstream  has  stiffened. 
Heather  puts  on  a  pair  of  purple  gloves  and  an  orange 
windbreaker.  She  follows  an  osprey's  hunt  for  breakfast, 
exclaims  over  a  hillside  of  yellowing  aspens,  and  watches 
the  serrated,  snow-topped  Cathedral  Group  of  the  Grand 
Tetons  slide  breathtakingly  into  view  like  some  outra- 
geous set  being  pushed  onto  a  stage. 


. . .  any  fly  she  wanted,  but 
only  one.  Should  she  lose  or 
destroy  that fly  shed  be  out 
for  the  rest  of  the  day 


"Look  at  the  mountains,  Walter!"  she  says. 
Walter  grunts  without  looking  up  and  keeps  casting. 
He  now  has  two  snits,  for  all  of  four  points;  the  landscape 
might  as  well  be  Jersey  City. 

"Pull  up  over  there,"  he  tells  Bruce.  "I  want  to  fish  that 
side  channel." 

He  trots  up  the  bank  then  fishes  back  downstream 
through  a  deep,  cobalt  blue  trough  that  reminds  him  of  a 
Canadian  salmon  pool.  The  huge,  furry  fly  whiffles 
through  the  air  like  a  small  chicken.  Walter  doesn't  both- 
er with  false  casting.  He  yanks  the  fly  out  of  the  water 
and  shoots  it,  then  strips  it  back,  his  rod  tip  bobbing. 
Watching  some  fly  casting  is  like  watching  ballet;  watch- 
ing Walter  is  like  watching  a 
world-class  butcher  at  work.  He 
misses  a  fish  and  groans.  "I'm  a 
dead  man  once  that  sun's  fully  on 
the  water,"  he  says  miserably.  "No 
fish  who  can  really  see  this  thing 
is  going  to  eat  it." 

Back  at  the  beached  boat, 
Heather  has  decided  she  might  as 
well  fish  a  little.  After  a  few  min- 
utes of  casting  in  a  wind-protected 
backwater,  she  gets  antsy  and 
starts  dancing  around  on  the  bank. 
"Come  on  fish,"  she  shouts,  "suck 
my  fly."  One  does  after  another 
minute  or  two  and  she  misses  it. 
"'Take  it  again,  bamT  she  instructs 
the  trout,  "take  it  now!"  And  a  lit- 
tle native  cutthroat,  no  doubt  a 
male,  obligingly  eats  her  fly  Bruce 
James  releases  the  trout  for  her 
and  she  immediately  catches 
another,  and  then  another.  "Snit 
city!"  she  whoops. 

Heather  Thomas,  in  her  role  as 
Jody  on  the  ABC  series  "The  Fall 
Guy,"  was  the  main  reason  a  lot  of 
American  men  watched  television 
between  1981  and  1986.  Since  then 


she  has  acted  in  a  number  of  movies  and  television  minis- 
eries,  and  done  some  film  writing  and  producing.  Because 
she  is  a  knee-bucklingly  stunning-looking  woman  and 
quite  happy  to  be  that,  she  is  sometimes  badly  misread  as 
a  bimbo.  In  fact,  Heather  is  as  bright,  in  a  light-hearted, 
offhand  way,  as  she  is  good-looking.  She  is,  moreover,  a 
sport.  At  four  previous  One  Flies  she  has  braved  a  badger 
attack  and  a  snowstorm,  been  drenched  by  all-day  rains 
and  sunburned,  and,  until  yesterdav,  she  has  always  lost 
her  fly.  But  Heather  has  never  failed  to  have  a  great  old 
time,  or  to  cause  the  other  people  in  her  boat  to  have  a 
good  time  too.  She  can  also  fish  pretty  well  when  she's  in 
the  mood.  Last  year  when  her  team  needed  a  good  perfor- 
mance from  her  in  order  to  win,  she  scored  95  points  on 
the  second  day  of  the  contest  before  losing  her  fly,  and  j 
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FY  I 


I. S.V.P.   MORE  INFORMATION, PLEASE 


>  receive  free  information  from  any  of  the  fol- 
wing  advertisers,  simply  fill  out  the  attached 
S.V.P.  card,  check  the  box(es)  of  each  advertiser 
at  interests  you  and  drop  the  card  in  the  mail. 
I  order  information  toll  free,  24  hours  a  day  by 
lling  1-800463-6903.  OR  fax  your  completed 
rd  to  us  at  (312)  922-3165. 


APPAREL 


ALDEN  SHOE  COMPANY  Manufacturer  of  custom- 
ality  shoes  and  boots  for  discriminating  gentlemen  since 
84. 

ALLEN-EDMONDS  SHOE  CORPORATION  World-class 
Dtwear  for  men.  Named  "one  of  the  25  products  America 
ikes  best"  by  the  Made  in  the  USA  Foundation, 
stinctive  footwear  handcrafted  of  all-natural  materials. 

ASCOT  CHANG  Maker  of  custom  shirtings,  clothing 

d  accessories. 

BARBOUR  INC.  The  new  edition  of  the  Barbour  cata- 
;ue,  detailing  their  comprehensive  range  of  quality  coun- 
clothing. 

BURBERRY'S  TAILORED  CLOTHLNG  FOR  MEN 

rberry's  men's  tailored  suits,  sport  coats,  trousers,  top- 
ats  and  tuxedos. 

CROSS  CREEK  APPAREL  The  Exceptional  Shirt.  If 
u  seek  the  perfect  combination  of  comfort,  style  and 
rpose,  consider  Cross  Creek.  Look  for  Cross  Creek  in 
;n's  specialty  stores  and  fine  department  stores  across  the 
untry. 

LANDS'  END  LANDS'  END  sells  traditionally  styled 
ithing  for  men,  women  and  children-  including  tneir 
nous  Pinpoint  Oxford  shirts.  Everything  is  guaranteed, 
solutely.  FREE  catalog. 

PIERRE  CARDIN  Men's  activewear.  tailored  clothing, 
fflinks,  shirts,  ties,  belts,  shoes  and  hose,  women's 
eaters  and  pants  available  at  fine  stores. 

TOMMY  HILFIGER  TAILORED  CLOTHING  Tailored 
ithing,  dress  shirts,  sportswear,  neckwear,  belts  &  braces, 
:ks  and  underwear. 

.  VIBRAM  SOLE  Vibram  Sole  free  information  pack 
scribes  an  innovative  program  to  restore  footwear 
signed  around  Vibram  soles,  including  details  about  a 
twork  of  Vibram  Authorized  Dealer  repair  shops  that  will 
rform  this  service  by  mail.  There's  even  an  order  form 
closed. 


AUTOMOTIVE 


.  HUMMER- AM  GENERAL  The  Most  Serious  4x4  on 
rth.  Find  out  what  freedom  feels  like.  Call  1-800-REAL- 
T)  for  the  dealer  nearest  you. 


EXECUTIVE  GIFTS 


.  THE  SHARPER  IMAGE  The  Sharper  Image  develops, 
roduces  and  sells  a  unique  assortment  of  original  gifts 
J  exciting  products  through  entertaining  stores  and  cata- 
;s,  with  a  high  level  of  customer  satisfaction.  Call  1-800- 
i-4444  for  your  free  catalog  or  the  location  of  a  store 
arest  you. 


HOME  FURNISHINGS 


.  RED  BARON'S  ANTIQUES  Specializing  in  architectur- 
mtiques,  collectibles  and  decorative  arts  from  four  conti- 
nts  and  three  centuries.  Home  of  unique  and  exciting 
Minimum  Auctions  featuring  2500  lots.  Upcoming 
ction  October  29  &  30, 1994. 


INSURANCE/FINANCIAL 


.  CHICAGO  BOARD  OPTIONS  EXCHANGE  The 

OE  is  The  International  Options  Exchange,  trading 
tions  on  the  CBOE  Mexico  Index,  CBOE  Israel  and 
(kei  300  Index®.  For  more  information,  call  1-800- 
TIONS. 


JEWELRY  &  WATCHES 


.  AUDEMARS  PIGUET  The  CEO  Collection  Catalog: 
Uures  distinctive  luxury  watches  in  bracelet  or  strap,  all 
el,  18K  gold  and  steel  or  18K  gold.  For  men  and  women. 

.  LASSALE.  THE  ART  OF  SEIKO.  Timepieces  that 
ibrace  both  the  power  of  technology  and  the  passion  of 
istry.  Bracelets,  cases  and  casebacks  elegantly  finished 
22  karat  gold. 

RAYMOND  WEIL  WATCHES  Men  sand  ladies'  18Kgold 
i  steel  or  18K  gold  plated  watches  and  expansion  clasps. 


18.  ROLEX  Founded  in  1905,  Rolex  has  become  a  univer- 
sal symbol  of  prestige,  elegance  and  consummate  durabili- 
ty. Timepieces  with  legendary  appeal. 

19.  SWISS  ARMY®  BRAND  WATCHES  Watches  built  like 
our  Original  Swiss  Army  Knives.  Please  send  for  our  free 
brochure  featuring  our  full  line  of  watches. 

20.  VACHERON  CONSTANTS  Vacheron  Constantin  is 
the  oldest  watch  manufacturer  in  the  world,  featuring  five 
different  families  of  watches,  "The  Phidias,"  "The  Absoluts," 
"The  Historique,"  "The  Complications,"  and  "The 
Essentials." 


21.  BLOOMINGDALE'S-  THE  MEN'S  STORE  At  His 

Service-  Our  complimentary  shopping  service  for  gentle- 
men. Please  call  Cathy  Newman  at  (212)  705-3050  in  NY, 
(612)  883-2617  in  Minneapolis  and  (312)  440-4520  in 
Chicago. 

22.  GUCCI  TIMEPIECES  Classic  Swiss  timepieces  in  an 
assortment  of  styles  for  men  and  women.  Available  in 
Gucci  shops,  department  stores  and  fine  jewelry  stores 
worldwide. 

23.  INFOKRAF  The  one  stop  centre  for  Malaysian  Crafts. 
Made-in-Malaysia  goods  at  INFOKRAF  are  identified  by  two 
factors:  Value  for  money  and  innovative  designs,  as  a  visit 
will  amply  testify. 

24.  REMBRANDT  WHITENING  TOOTHPASTE 

Rembrandt®,  the  Low  Abrasion  Whitening  Toothpaste. 
Dispensed  by  more  than  50,000  dentists!  Rembrandt®,  the 
patented  low  abrasion  whitening  toothpaste,  contains 
Citroxain™,  an  ingredient  clinically  proven  to  remove 
plaque  and  tartar.  Call  1-800-548-3663. 


SPORTS/EXERCISE 


25.  COBRA  GOLF  INCORPORATED  Oversize  irons  and 
metalwoods  for  men,  women  and  seniors.  Free  product 
catalogue  upon  request. 

26.  TAYLOR  MADE  GOLF  Taylor  Made 

Midsize  Metalwoods  can  add  to  your  game  the  ideal  blend 
of  power  and  control.  Our  patented  foamed-to-weight 
process  expands  the  sweet  spot  to  generate  longer,  more 
accurate  drives. 


TRAVEL 


27.  FOUR  SEASONS  BALI  147  luxurious  villas  set 
amongst  tropical  gardens  overlooking  Jimbaran  Bay. 
Complete  with  dining  and  sports  facilities-  The  perfect 
Balinese  experience. 

28.  THE  IMPERIAL  HOTEL,  TOKYO,  JAPAN  One  of  the 

Orient's  legendary  grand  hotels,  the  glamorous  Imperial 
boasts  sophisticated,  tailored  service,  award-winning 
restaurants  and  distinguished  accommodations,  in  the  very 
heart  of  Tokyo. 

29.  JAMAICA  JAMAICA,  A  SUPERCLUBS  RESORT 

Super-Inclusive  fun  and  sports  for  couples  and  singles. 
Scuba,  golf,  tennis,  beach,  fine  dining,  drinks,  all  included 
1-800-859-SUPER,  ext.  190  for  free  brochure. 

30.  MANDARIN  ORIENTAL,  MANILA  This  premier  busi- 
nessman's hotel  is  named  Manila's  best  hotel  by 
Asiamoney.  Listed  in  Institutional  Investor's  top  30  hotels 
in  Asia  Pacific.  464  guest  rooms  including  executive  floors, 
7  restaurants  and  bars. 

31.  QUEEN  ELIZABETH  2  TO  EUROPE  Experience 
Cunard's  QE2  on  one  of  the  26  Transatlantic  crossings 
between  April  and  December.  The  best  five  days  of  your 
European  vacation.  Call  1-800-221-8200  for  a  free 
brochure. 

32.  RAFFLES  HOTEL,  A  GRAND  HISTORIC  HOTEL  The 

restored  Ratfles  Hotel  features  KM  suites.  12  restaurants  & 
bars,  5  Raffles  hotel  operated  shops,  6  function  areas,  gar- 
dens &  courtyards,  a  museum,  a  theatre-playhouse  and  65 
shops  retailing  international  and  regional  specialties. 

33.  THE  SAVOY  GROUP  OF  HOTELS  AND  RESTAU- 
RANTS Experience  the  best  with  the  Savoy  Group  staying 
7  nights  at  one  or  more  hotels  in  London,  the  English 
countryside  and  Paris.  Rates  guaranteed  to  February  1995. 
Call  1-800-63-SAVOY. 

34.  SHERATON  PALACE  HOTEL  Come  to  the  classic 
landmark  hotel  that  sophisticated  travelers  have  chosen 
since  1875.  The  Palace  offers  the  perfect  balance  of  ele- 
gance and  comfort  in  San  Francisco's  best  location. 

35.  THE  TOURIST  AUTHORITY  OF  THAILAND 

Thailand  Discover  the  treasures  i  il  the  kingdom  Mam 
treasures  waiting  to  delight  you  in  our  ancient  land. 
Tourist  Authority  of  Thailand. 

36.  VIRGIN  ATLANTIC  AIRWAYS  Send  for  more  infor- 
mation on  Virgin's  award-winning,  non-stop  service  to 
London.  Call  your  travel  agent  or  1-800-862-8621  for  reser- 
vations. 


HOT  &  COOL  TRAVEL 


37.  CUNARD  RIVER  CRUISES  From  March  through 
November  see  the  Heartland  ol  Europe  in  a  magical  way. 
Take  a  7  or  1 1  day  River  Cruise.  For  a  free  brochure,  call 
1-800-221-8200. 

38.  MIGS  ETC.  High-performance  flying  holidays.  Break 
the  sound  barrier  in  a  Russian  MIG  over  Moscow.  To 
order  video,  call  1-800-395-7748.  $8.00  S&H  included. 

39.  QUEEN  ELIZABETH  2  WORLD  CRUISE  1995  From 
lanuary  through  April  join  the  QE2  as  she  circumnavigates 
the  globe.  For  a  free  brochure,  call  1-800-221-8200. 

40.  SAGAFJORD  WORLD  CRL1SE  1995  Join  Five-Star- 
Plus  Sagafjord  for  a  Pacific  Odyssev  from  lanuary  through 
April.  For  a  free  brochure,  call  1-800-221-8200. 

TRAVEL/HAWAII 

41.  ALA  MOANA  HOTEL  Romance  in  Honolulu. 
Celebrate  that  special  occasion  at  the  Ala  Moana  Hotel  with 
room  and  special  dinner  at  Nicholas  Nickolas  Continental 
Restaurant-  Enjoy! 

42.  HALEKULANI  Oahu's  only  AAA  Five-Diamond  hotel 
commands  5  beachfront  acres  of  Waikiki;  Diamond  Head 
views,  lush  grounds,  elegant  decor,  award-winning  restau- 
rants and  superb  service. 

43.  miLANI  RESORT  &  SPA  New  luxury  resort  on  Oahu, 
Hawaii,  complete  with  golf,  tennis  and  destination  spa. 
Ideally  located  on  a  secluded,  turquoise  lagoon  on  the 
island's  sunniest  western  shore.  Call  1-800-626-4446. 

44.  THE  MAUNA  LANI  BAY  HOTEL  AND  BUNGALOWS 

The  Big  Island's  only  AAA  Five-Diamond  Hotel.  A  beauti- 
ful oceanfront  property  with  superb  cuisine  and  unexcelled 
service.  Enjoy  tennis  and  championship  golf.  Call  1-800- 
327-8585  for  information  or  reservations. 

45.  MOLOKAT  VISITORS  ASSOCIATION  For  a  free  color 
brochure  on  attractions,  accommodations  and  travel  adven- 
tures on  the  "Most  Hawaiian  Island"  call  Moloka'i  Visitors 
Association  toll  free  at  1-800-800-6367. 

46.  THE  RITZ-CARLTON  RESORTS  OF  HAWAII  The 

Ritz-Carlton,  Mauna  Lani  on  The  Big  Island  and  The  Ritz- 
Carlton,  Kapalua  on  Maui  offer  stunning  beachfront  loca- 
tions, world-class  golf,  water  sports,  children's  programs 
and  unmatched  service. 

TRAVEL/SOUTH  AFRICA 

47.  SATOUR  For  information  on  all  that  South  Africa  has 
to  offer  the  tourist  and  people  on  business  who  would  like 
to  mix  it  with  a  little  pleasure,  call  1-800-723-7458. 

48.  SOUTH  AFRICAN  AIRWAYS  This  international  air- 
line serves  the  U.S.  with  four  flights  a  week  to  New  York 
and  two  to  Miami 

49.  SUN  INTERNATIONAL  Sun  International's  best 
known  resort  combines  Sun  City  and  The  Lost  City,  which 
boasts  luxury  accommodation,  golf,  swimming,  water 
sports,  tennis,  a  casino  and  spectacular  entertainment. 


OTHER 


50.  AIR  TRAVEL  CARD  Offering  centralized  airfare-only 
billing,  precise  management  reports  and  automatic  employ- 
ee insurance  -  all  at  no  cost  to  your  company  -  the  Air 
Travel  Card  is  The  Smartest  Route®. 

51.  AMWAY  CORPORATION  One  of  the  largest  direct 
selling  companies  in  the  world,  Amway  markets  thousands 
of  quality  products  and  provides  a  business  opportunity  to 
people  in  over  60  countries.  Free  information  packet. 

52.  DAVLDOFF  OF  GENEVA  Send  for  a  free  catalogue. 

53.  DUNHFLL  INTERNATIONAL  CIGARETTES 

54.  DUNLOP  TIRES 

55.  PROFILES  IN  HISTORY  The  nation's  finest  selection 
of  guaranteed  authentic  original  letters,  historical  docu- 
ments and  vintage  signed  photographs.  Catalogues  issued 
by  subscription.  Calltoll-free  1-800-942-8856. 

56.  SHISEIDO  CO.,  LTD.  Founded  in  1872,  SHISEIDO  is 
one  of  the  oldest  and  the  largest  cosmetics  companies  in 
the  world.  Free  annual  reports. 


VIDEO 


MIGS  ETC.  High-performance  flying  holidays  Break  the 
sound  barrier  in  a  Russian  MIG  over  Moscow.  To  order 
video,  call  1-800-395-7748.  $8.00  S&H  included. 


FOR  FREE  INFORMATION,  PLEASE  SEND  IN 
YOUR  R. S.V.P.  CARD  TODAY,  OR  CALL  TOLL 
FREE:  1  800  463  6903,  OR  FAX  YOUR  COM- 
PLETED CARD  TO  US  AT:   (312)  922  3165. 


that  was  more  points  than  at  least  half  the  men  in  the 
contest  scored  that  day. 

"Do  you  see  my  fly?"  she  asks  Bruce  James  shortly  after 
catching  her  third  snit.  He  doesn't  because  it  is  no  longer 
attached  to  her  leader.  They  look  for  it  in  the  gravel  and, 
miraculously,  find  it.  Heather  hooks  the  fly  into  the  cork 
grip  of  her  rod  and  gives  the  rod  to  Bruce  to  carry  back  to 
the  boat.  Somewhere  en  route  it  falls  out,  and  this' time  it 
can't  be  found.  Heather,  with  a  total  of  six  points  for  the 
day,  is  now  reduced  to  fishing  for  fun — precisely  what  she 
fishes  for  anyway.  After  only  20  minutes  of  fishing,  she  is 
also  tied  at  this  point  with  Walter,  who  has  added  but  one 
more  snit  to  his  score  and  is  waiting  for  her  at  the  boat 
with  fire  in  his  eyes.  It  is  12:15.  He  has  made  approximate- 
ly 782  casts  and  caught  three  tiny  trout. 

"Let's go"  he  says. 

"Go  get  'em,  Walter,"  says  Heather.  "You  can  do  it, 
buddy."  The  wind  is 
howling  now,  actually 
raising  whitecaps,  as  they 
push  back  into  the  river. 
Walter  leans  into  it, 
smiles  grimly  and  says, 
"All  I  can  hope  is  that 
this  40-mile-per-hour 
wind  is  blowing  80 
downstream."  Then  he 
begins  to  fish  with  a 
vengeance,  as  though  his 
life  depended  on  it. 
Standing  in  the  bow, 
going  lunchless  and  never 
missing  a  cast,  Walter  for 
the  rest  of  the  after- 
noon is  Jimmy  Connors 
two  sets  back  and  com- 
ing, Arnold  Palmer  at 
the  18th. 

"Walter,  Walter,"  chants  Heather  from  the  back,  but 
Walter  heroically  ignores  her.  Having  Heather  in  the  boat 
with  you  is  a  little  like  having  a  bottle  of  Cristal  in  a  silver 
bucket  on  the  seat  behind  you.  It  takes  a  strong  man  to 
pay  it  no  attention  whatsoever,  but  Walter  is  all  steel  now. 

At  1:00  he  catches  an  18-inch  trout  and  permits  himself 
a  small  smile.  "Now,"  says  Heather.  "Walter's  in  a  better 
mood  now."  Five  minutes  later  he  catches  a  16-incher,  and 
ten  minutes  later  another  16-incher.  A  little  after  two  he 
yanks  aboard  a  lovely,  fat,  butterly  17-inch  Snake  River 
cutthroat,  tosses  it  back  without  looking  at  it,  and  has  his 
fly  back  in  the  water  before  the  fish  is.  Over  the  next  hour 
or  so  he  catches  a  14-incher,  another  16. .  .and  then  there  is 
only  20  minutes  of  fishing  time  left  and  Walter  is  con- 
vinced he  needs  one  more  trout  over  16  inches  to  win. 
Heather,  who  has  been  catching  fish  herself  and  enjoying 
it  as  usual,  tells  Walter  again  that  he  can  do  it.  And  he 
does — with  ten  minutes  and  an  inch-and-a-half  to  spare. 

"A  day  with  Walter — what  a  hoot!"  says  Heather  when 


Looking  languidly  at  the  log  bobbing 
in  the  water,  she  says,  "I'm  not fishing 
till  I  see  the  whites  of  their  eyes. " 


their  boat  pulls  up  at  the  takeout.  Walter  looks  exhausted 
but  wired,  his  eyes  shining  with  vindication. 

While  Bruce  puts  the  boat  on  his  trailer,  pho- 
tographer Tom  Montgomery  asks  Heather  if  he  can  get  a 
couple  of  close-up  head  shots  of  her.  Heather  pulls  out 
her  hand  mirror,  checks  her  teeth  quickly  for  sandwich j 
remains,  adjusts  her  bush  hat  and  then  smiles  into  Tom's 
camera.  This  is  a  woman  who  has  just  finished  floating! 
ten  miles  of  river  into  the  teeth  of  a  30-  to  40-mile  per 
hour  wind,  who  has  lost  her  fly  in  the  One  Fly,  and  has 
even  been  ignored  all  day  by  Walter  Ungermann,  but  with 
that  smile  some  switch  seems  to  flip,  instantly  transform- 
ing her  from  a  tired,  windburned  angler  into  the  very 
essence  of  bush-hatted  glamour,  of  outdoorsy  sexiness  and 
smart  fun.  There  are  five  or  six  people  standing  around  [ 
the  takeout,  and  they  all  stare  at  this  alchemy  of  Heather's  | 
with  their  mouths  open. 

There  is  a  saying  out 
West  for  knowing  what 
you're  doing  and  getting 
it  done.  Some  woman  in 
a  ponytail  and  polka-dot- 
ted gingham  skirt  steps 
onto  a  jukejoint  dance- 
floor,  say,  and  two-steps 
the  eyes  out  of  a  Bob 
Wills  tune.  "That  of  gal's 
been  to  a  barbecue," 
somebody  might  com- 
ment, and  he'd  be  right. 
Nobody  at  that  takeout 
who  saw  Heather  Thom- 
as smile  at  the  end  of  the 
second  day  of  the  1992 
One  Fly  contest  doubted 
for  "a  second  that  Heather 
had  been  to  her  particular 


barbecue.  And  if  you  knew  Walter  Ungermann,  all  you 
had  to  do  was  see  the  grin  on  his  face  that  night  at  the 
Crescent  H/  Rivermeadows  cookout  to  know  that  Walter 
had  finally  been  to  his  too.  • 

—  Charles  Gaines 

The  Jackson  Hole  One  Fly  Contest  is  an  invitational  com- 
petition. A  selection  committee  accepts  team  applications 
between  September  75  and  October  ij  for  the  following 
falls  competition,  and  makes  its  decisions  by  January  1.  The 
team  entry  fee  varies  from  year  to  year;  in  igg^  it  will  be 
$J,2$o.  Corporate  sponsors  in  igg^  will  include  Woolrich, 
Key  Bank  of  Wyoming,  and  Sage  Fly  Rods.  If  you  are 
interested  in  entering  a  team  of  four  anglers,  write  to  the 
Jackson  Hole  One  Fly  Team  Selection  Committee/Jack 
Dennis  Sports,  PO  Box  jj6g,  Jackson  Hole,  Wyo.  8jooi. 


Charles  Gaines  is  a four-time  competitor  in  the  One  Fly, 
and  a  member  of  the  U.S.  Fly-Fishing  Team. 
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Red  harvest:  vintage 
wines,  at  Sotheby's. 


ness 


Nostalgia  buffs  will  find  de- 
light IN  THE  UPCOMING  FALL  AUC- 
TIONS! Uncle  Sam,  a  superhero,  a 

PAIR  OF  INFAMOUS  BASEBALLS  AND 
SOME  VERY  VINTAGE  WINE... 


Uncle  Sam  "Gripper" 
Sotheby's,  New  York 

Long  before  video  games,  an  almost  infinite  variety  of 
coin-operated  machines  lined  penny  arcades,  hotel  lobbies 
and  stores  all  over  the  country.  Between  the  1880s  and  the 
1960s,  these  contraptions  amused,  entertained  and  tested 
the  skills  and  strength  of  anyone  adventuresome  enough 
to  drop  a  few  pennies  into  them.  Coin-operated  machines 
held  their  own  until  a  federal  law  prohibiting  the  trans- 
portation of  gambling  machines  was  passed  in  1951. 

Just  as  the  penny  arcade  machines  were  disappearing, 
a  New  York  plastic  surgeon,  Dr.  James  Smith,  started 
collecting  them  in  earnest.  Hed  been  smitten  with  coin- 
operated  Americana  as  a  child  after  a  visit  to  a  local 
amusement  park.  The  addiction  became  irresistible 
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when  his  father — whom  he  refers  to 
as  "a  very  dignified  banker" — made  it 
plain  that  he  disapproved  of  the 
young  man's  passion.  Smith  never 
anticipated  the  collection  would 
include  well  over  a  thousand  exam- 
ples estimated  at  $1.5  million. 

On  the  block  September  16  and 
17,  the  Smith  collection  includes  a 
painted  cast-iron  Uncle  Sam  "Grip- 
per,"  circa  1910  with  an  estimate  of 
$7,ooo-$9,ooo.  "I  Want  You,"  he 
seems  to  be  saying.  Contact:  Dana 
Hawkes,  212-606-7424. 

Chicago  Stadium 
Memorabilia 
Leslie  H  in  dm  an,  Chicago 

Before  the  Blackhawks  and  the  Bulls 
drill  slapshots  and  three-pointers  from 
their  new  venue  across  the  street,  the 
fixtures  of  Chicago  Stadium  will  be 
up  for  sale.  (In  1991,  the  Hindman 
auction  house  sold  memorabilia  from 
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Spheres  of  influence:  baseballs  from 
theigip  World  Series,  at  Christie's. 

the  Chicago  White  Sox  stadium, 
Comiskey  Park,  for  $250,000.) 

Built  in  1929  for  $7  million  by 
Patrick  T.  "Paddy"  Harmon,  the 
Chicago  Stadium  was  a  history- 
making  site.  In  1930,  FDR  first  laid 
out  his  plan  for  the  "New  Deal" 
before  a  crowd  of  18,000.  Roy  Rogers 
proposed  to  Dale  Evans  at  a  rodeo 
there.  And  recently,  Michael  Jordan, 
the  greatest  basketball  player  of  all 


time,  cleaned  up  at  the  center  court. 

On  the  block  on  October  15  will  be 
division  banners,  home  team  lockers, 
hockey  boards,  and  just  ^-*ar 
about  everything 
else  from  the  Sta 
dium.  There  will 
be  no  estimates 
on  any  item.  As 
spokesperson 
Maron  Matz 
Hindman  says, 
"How  can  you 
put  an  estimate  on 
a  wooden  slat  seat 
from  1929?"  (or  any 
other  such  sine  qua  nons). 

Contact:  Maron  Matz  Hindman, 
312-670-0010. 

1919  World  Series 
Baseballs 
Christie's  East,  New  York 

It's  a  date  known  to  every  serious 
baseball  fan — 1919,  the  year  the 
Chicago  "Black  Sox"  are  alleged  to 
have  thrown  the  World  Series  to  the 
Cincinnati  Reds.  And  here  are  the 
perfect  symbols  for  a  currently 
scandal-obsessed  America:  base- 
balls signed  by  each  of  the 
opposing  teams. 

The  most  famous  signature 
belongs  to  "Shoeless  Joe"  Jack- 
son, whose  wondrous  career  came 
to  an  abrupt  halt 
after  he  was 
banned  from  base- 
ball— many  claim 
unjustly — by  an  un- 
forgiving Commis- 
sioner Kenesaw 
Mountain  Landis. 
"Say  it  ain't  so,  Joe" — 
$150,000-  $200,000 
for  a  pair  of  baseballs?! 
But  Christie's  consul- 
tant Donald  Flanagan 
points  out  that  this  is 
the  only  known  pair  of 
baseballs  from  the  1919 
World  Series  signed 


Young  George 
Armstrong  Custer, 
in  an  1859  ambrotype, 
at  Sotheby's. 


by  as  many  as  six  of  the  notorious 
eight  who  were  accused  of  fixing  the 
games.  (Like  Jackson,  the  others  too 
were  banned  and  became  the 
'eight  men  out"  of  base- 
ball lore.)  "Jackson's  sig- 
nature alone  on  a  base- 
ball," says  Flanagan, 
"will  bring  $50,000." 
Batter  up! 

The  baseballs  will 
be  sold  on  October  1 
at    Christie's  East 
Sports  Memorabilia 
sale.  Contact:  Donald 
Flanagan,  212-606-0543. 

Portrait  of  Cadet  George 
Armstrong  Custer 
Sotheby's,  New  York 

With  his  atrocious  grades  and 
impetuous  attitude,  Cadet  George 
Armstrong  Custer  probably  seemed 
Least  Likely  To  Succeed  in  his  West 
Point  class  of  1861.  He  must  have 
therefore  amazed  his  profs  and  class- 
mates when,  at  age  24,  he  became  a 
Major  General,  a  record  still  unbro- 
ken in  the  U.S.  Army. 

This  photograph  shows  a  20-year- 
old  Custer  in  his  summer  uniform, 
on  vacation  between  his  sophomore 
and  junior  years  at  West  Point.  Possi- 
bly the  earliest  image  of  him  in  mili- 
tary uniform,  it  is  one  of  only  four 
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extant  pre-Civil  War  photographs  of 
the  headstrong  warrior.  It  was  taken 
in  1859  with  what  was  then  state-of- 
the-art  photo  technology — six-plate 
ambrotype,  a  process  which  followed 
daguerreotype,  but  preceded  the  less 
expensive  and  less  fragile  tin  type 
photographs.  How  do  we  know  it's 


Demolition  derby:  the  contents 
of  the  to-be-razed  Chicago  Stadium, 
at  Hindmans. 


Custer?  19th-century  handwriting  on 
the  paper  lining  the  back  of  the  pho- 
tograph IDs  him  as  the  subject.  The 
West  Point  Curator  of  Uniforms  and 
the  Academy  Library's  Chief  of  Spe- 
cial Collections  have  also  confirmed 
that  Custer  did  sit  for  this  photo- 
graph 17  years  before  his  Last  Stand. 
Estimate:  $20, 000-530, 000.  On  the 
block  October  5-6  at  a  two-day  pho- 
tography sale.  Contact:  Denise 
Bethel,  212-606-7240. 

Fine  and  Rare  Wine 
Auction 
Sotheby's,  New  York  and 
Doyle's,  New  York 

Fine  and  rare  wines  are  a  new  cate- 
gory on  the  auction  scene  in  New 
York.  Wine  merchants  are  now 
teaming  up  with  auction  houses, 
such  as  Sotheby's  with  Sherry- 
Lehmann,  to  bring  oenophiles  bot- 
tles not  normally  available  through 
conventional  retail  sale. 

A  highlight  of  Sotheby's  October 
8  sale  is  a  magnum  of  1870  Chateau 
Lafite  from  the  cellar  of  historic 
Glamis  Castle  (of  Macbeth  fame)  in 
Scotland.  Another  is  a  rare  wartime 
vintage  case  of  1943  Haut  Brion 
owned  by  the  late  wine  connoisseur 
Frank  Packard,  and  said  to  have 


It  may  not  look  like  it,  but  this  photograph  was  taken  just  last  year,  on  Hurricane  Creek  Road. 

THINGS  MOVE  SLOWLY  in  Jack  Daniel's 
country.  Occasionally,  they  stop  altogether. 

In  Lynchburg,  Tennessee,  you  can  park  in  the 
middle  of  the  road  to  talk  with  a  neighbor  about 
taxes  or  the  weather.  You  can  pick  enough  wild 
blackberries  to  fill  a  tin  bucket.  And  you  can  see 
a  distillery  where  Jack  Daniel  made 
whiskey  way  back  in  1866.  We 
still  make  it  in  a  slow,  deliberate 
fashion,  much  as  he  did.  One  sip, 
and  you'll  be  glad  to  know  we 
don't  ever  plan  to  stop. 

SMOOTH  SIPPIN' 
TENNESSEE  WHISKEY 


Tennessee  Whiskey  •  40-43%  alcohol  by  volume  (80-86  proof)  •  Distilled  and  Bottled  by 
Jack  Daniel  Distillery,  Lem  Motlow,  Proprietor,  Route  1,  Lynchburg  (Pop  361),  Tennessee  37352 
Placed  in  the  National  Register  of  Historic  Places  by  the  United  States  Government. 


The  faster  the 
investment  world  turns.the  more 


Introducing  Options  on  CODE  Nexico  Index  [HEX]. 

Quick,  cost-effective  access  to  one  of  the  world's  largest  emerging  markets. 

Introducing  Options  on  CBOE  Israel  Index  [KB. 

The  newest  "trade  route"  to  one  of  the  Middle  East's  most  dynamic  economies. 

Introducing  Nihhei  300  Index  Options  on  the  CBOE  MB. 

A  new  way  to  look  at  the  world's  second  largest  economy. 
The  CBOE's  index  options  complex  now  offers  19  diverse  financial  instruments 
and  accounts  for  95%  of  all  index  options  traded  in  the  U.S.  For  more  information 
call  1-800-OPTTONS  for  a  Free  MEX,  ISX  and  NIK  information  kit. 

The  CBOE-exprnoing  the  world's  investment  options, 
like  no  other  exchrnge  on  errth. 


mmm^  The 

m    m  Options 

Exchange 

©1994,  The  Chicago  Board  Options  Exchange,  Inc.  Options  involve  risk  and  are  not  for  everyone.  Prior  to  buy- 
ing or  selling  options,  an  investor  must  receive  a  copy  of  Characteristics  and  Risks  of  Standardized  Options 
from  their  broker  or  the  Chicago  Board  Options  Exchange,  400  S.  LaSalle,  Chicago,  IL  60605. 
Nikkei  300"  is  a  registered  trademark  of  Ninon  Keizai  Shimbun  Inc.  and  is  licensed  for  use  by  the  Chicago  Board 
Options  Exchange  ("CBOE"). 
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Allen-Edmonds:  All  Nordstrom, 
Macy's  and  select  Saks  Fifth  Avenue 
stores. 

Bostonian:  Bostonian  Shoe  stores, 
and  select  Nordstrom  and  Dillard's. 
Brooks  Brothers:  All  Brooks  Broth- 
ers stores,  or  800-274-1815. 
Burberrys:  All  Burberrys  stores. 
Cartier:  All  Cartier  boutiques,  or  800- 

CARTIER. 

Donna  Karan  New  York:  His  suit, 
Sami  Dinar,  Beverly  Hills;  shirt,  Louis, 
Boston;  Bergdorf  Goodman  Men,  N.Y.; 
and  select  Neiman  Marcus  stores;  and 
tie,  Charivari,  N.Y.;  and  select  Saks  Fifth 
Avenue  stores.  Her  jacket  and  dress,  Bar- 
neys, N.Y.  and  Chicago;  and  Dayton's, 
Ohio. 

Geoffrey  Beene:  May  Company,  Los 
Angeles;  Marshall  Field,  Chicago;  and 
Macy's,  San  Francisco  and  N.Y. 
Gieves  6c  Hawkes:  tie,  all  Blooming- 
dale's  East  stores. 

Giorgio  Armani:  Bergdorf  Goodman 
Men,  N.Y.;  and  Giorgio  Armani,  Bever- 
ly Hills,  Chicago  and  N.Y. 


Hickey-Freeman:  suit,  by  special 
order  at  Bergdorf  Goodman  Men,  NY.; 
and  all  Barneys  and  Nordstrom  stores. 
J.M.  Weston:  J.M.  Weston,  N.Y. 
Lunor:  City  Optix,  San  Francisco; 
Optical  Shop  of  Aspen,  Aspen  and  Los 
Angeles;  and  Robert  Marc,  NY. 
Oliver  Peoples:  Oliver  Peoples,  Los 
Angleles;  Morgenthal-Frederics,  N.Y.; 
and  Robert  Marc,  N.Y. 
Oxxford  Clothes:  suit,  Bergdorf 
Goodman  Men,  N.Y.,  and  all  Barneys 
and  Neiman  Marcus  stores;  shirt,  select 
Neiman  Marcus  stores. 
Paul  Smith  Eyewear:  Oliver  Peo- 
ples, Los  Angeles;  Morgenthal-Fred- 
erics, NY.;  and  Robert  Marc,  N.Y. 
Paul  Stuart:  Paul  Stuart  Madison 
Avenue,  N.Y.,  800-678-8278. 
Pierre  Cardin:  Carter  Hawley  Hale, 
Los  Angeles;  Carson  Pirie  Scott,  Chi- 
cago; and  Domino's  Men's  Shops,  N.Y. 
Retrospecs:  Robert  Marc,  N.Y. 
Stuart  Weitzman:  Eric  Shoes,  N.Y. 
Sulka:  Sulka  stores  in  Los  Angeles,  San 
Francisco,  Chicago  and  N.Y. 


been  kept  under  ideal  conditions. 

Doyle's  in  New  York  will  hold  its 
first  wine  auction  on  November  10  in 
conjunction  with  New  York  wine 
retailers  Acker,  Merrall  8c  Condit. 
Featuring  a  selection  of  classic 
French  Bordeaux  and  solid  Califor- 
nia wines  as  well  as  vintage  ports,  the 
selection  of  vintages  dates  back  to  an 
1893  Chateau  d'Arche  sauterne. 

Contact  Serena  Sutcliffe  at  Soth- 
eby's, 212-606-7207.  (A  Master  of 
Wine,  she's  writing  the  catalogue.) 
Regarding  Doyle's,  call  Michael 
Kapon  at  Acker,  Merrall  &  Condit, 
212-787-1700. 

First  Batman  Comic  Book 
Christie's  East, 
New  York 

"Batman  #1"  is  the  first  solo  adven- 
ture of  the  Caped  Crusader.  (Bat- 
man debuted  as  a  supporting  charac- 
ter to  Superman  in  the  27th  issue  of 
"Detective  Comics.")  Created  in 
1939  by  Bob  Kane  for  DC  Publica- 
tions following  the  success  of 
Superman,  "Batman  #1"  introduces 
sidekick  Robin,  the  Joker  and  Cat- 
woman.  Pristine  and  unrestored — 
this  comic  was  given  to  a  boy 
getting  his  tonsils  out, 
ignored,  then  stored  in  a 
trunk  for  50  years — the 
estimate  is  $15,000- 
$25,000.  On  sale  Octo- 
ber 29  at  Christie's 
East  Comic  Col- 
lectibles. Contact: 
Paul  Jenkins,  212- 
606-  0543. 


Louis  Sullivan's 
Terra-cotta  Lions 
Red  Baron's  Antiques, 
Atlanta 

When  architect  Louis  Sullivan 
unveiled  his  Transportation  Building 
at  the  1893  Columbian  Exposition, 
the  reactions  were  something 
less  than  adulatory.  One  Aus- 
tralian critic  called  the  long,  low, 
Neo-Moorish  and  Romanesque 
arcade  and  pavilion  "the  worst 
of  all  "  at  the  fair.  An  Ameri- 
can critic  found  it  "bizarre," 
and  even  Sullivan's  own  pro- 
tege, Frank  Lloyd  Wright, 
called  the  building  "not  archi- 
tecture in  its  highest  sense." 

One  of  the  most  curious 
sets  of  ornaments  chosen  by 
an  architect  closely  associat- 
ed with  the  "form  follows 
function"  credo  was  a  pair 
of  massive  terra-cotta  lions. 
What  "function"  these 
two-ton,  seven-feet-tall, 
ten-feet-long  cats  were 
supposed  to  fulfill  is  still 
open  to  question  (An- 
drew Lloyd  Webber,  are  you  listen- 
ing?), but  they  survived  the  demoli- 
tion of  the  building  after  the  close 
gk     of  the  exposition.  Repositioned 
on   another  Chicago 
building    in  1915, 
they  again  escaped 
demolition,  and 


were  discovered  in  a  warehouse  this 
summer. 

Estimated  at  $i5o,ooo-$200,ooo, 
the  pair  of  lions  goes  on  sale  during  a 
2,500-lot  auction  over  two  days, 
October  29  and  30.  Contact:  Julie 
Brooks,  404-252-3770.  • 

— Carlos  A.  Rosas 


In  San  Francisco, 
the  world  meets 
at  the  Palace. 


(Above)  "Batman  $1, " 
at  Christie's. 
(Below)  Louis  Sullivan's  lions, 
at  Red  Baron's. 


Of  all  the  hotels  in  San  Francisco, 
the  Sheraton  Palace  is  first.  First 
in  tradition  and  history.  First  in 
business  meetings  and  social 
events,  with  22  exceptional 
choices  ranging  from  classic 
ballrooms  to  boardrooms  to  the 

ultra-modern  meeting  rooms 
of  our  Conference  Center.  First 
in  guest  amenities,  with  a  health 
spa  and  indoor  lap  pool. 

For  reservations,  call  your  Travel 
Planner  or  1-800-325-3535. 


2  NEW  MONTGOMERY  ST 
SAN  FRANCISCO,  CA  94105 
PHONE  415-392-8600    FAX  415-543-06/1 
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Homo  Sapiens 

LIED 

His  Way 

TO  THE  TOP 


BY  WILLIAM  F.  ALLMAN   Illustrations  by  Michael Witte 


Let's  face  it:  everybody — does  it. 
From  the  lofty  perches  of  high  office — "I  didn't 
inhale" — to  the  dens  of  the  lowliest  of  common- 
ers— "Mr.  Buckley,  I  promise  I'll  have  that  story 
in  early  next  week" — the  world  is  engulfed  in  webs  of  deceit, 
fibs  and  tall  tales.  Almost  as  much  an  ingrained  human 
behavior  as  breathing,  lying  has  served  humankind  well  over 
the  eons,  helping  to  get  the  odd  meal,  protecting  loved  ones, 
and  enabling  a  person  to  get  up  in  the  morning  and  face  the 
day  Lies  are  vital  grease  on  the  wheels  of  human  culture: 
crucial  to  the  practice  of  art  (portraits  without  warts),  law 
(are  all  men  truly  created  equal?),  science  (assume  a  perfect 
sphere  on  a  frictionless  surface...),  finance  (sure,  the  mar- 
ket will  go  up)  and  government  (we  can  cut  taxes,  increase 
services,  and  it  won't  hurt  a  bit).  Lies  make  the  world  go 
'round — and  it's  a  good  thing,  too.  Indeed,  according  to  the 
very  latest  scientific  research  on  matters  primatological,  if 
it  weren't  for  our  species'  quintessential  ability  to  fib,  you 
wouldn't  have  much  of  a  brain  at  all.  And  that's  no  lie. 

Part  of  the  evidence  for  the  importance  of  lying  to  the 
human  species  comes  from  our  close  evolutionary  cousins, 
the  primates.  Take  the  story  of  a  young  baboon  who  was 
observed  by  scientists  as  he  lurked  in  the  underbrush  in 
South  Africa.  This  far-distant  cousin  of  modern  man  was 
furtively  watching  a  simian  colleague  painstakingly  dig  in 
the  earth  for  a  tasty  morsel  of  tuber.  Uncovering  the 
prized  delicacy,  its  finder  was  about  to  set  down  for  a  meal 
when  the  youngster  suddenly  emerged  from  the  bushes 
and  let  out  a  screaming  wail.  In  rushed  his  mother,  one  of 
the  head  honchos  of  the  local  baboon  clan.  Thinking  that 
her  son  was  being  threatened,  she  charged  the  other 
baboon,  who  dropped  the  tuber  and  fled.  The  young 
deceiver  calmly  watched  the  two  disappear  into  the  bush, 
then  strolled  over  to  the  tuber  and  began  his  feast. 

This  incident,  recounted  by  primate  watchers  Richard 
Byrne  and  Andrew  Whiten,  is  part  of  a  growing  amount 
of  evidence  that  sneaking,  conniving,  and  alto- 
gether untruthful  behavior  is  not  at  all  confined 
to  the  corporate  board  room,  White  House  or 
the  court  of  Louis  the  XIV.  In  another  instance, 
for  example,  researchers  watched  as  a  female 
baboon  slowly  moved  closer  and  closer  towards  a 
large  rock,  all  the  while  maintaining  eye  contact 
with  the  head  male  baboon  who  was  sitting 
calmly  in  the  distance.  What  the  big  guy  didn't  know  was 
that  behind  the  rock,  out  of  sight,  was  a  male  of  lesser  rank 
who  was  receiving  the  intimate  attention  of  the  female's 
busy  hands.  In  yet  another  instance,  a  female  monkey  saw 
a  male  approaching  with  the  tasty  carcass  of  an  antelope  he 
had  killed.  She  assumed  a  welcoming  position  for  sexual 
favors.  As  soon  as  the  hapless  male  put  down  his  bounty  to 
oblige  her,  she  leapt  up,  grabbed  the  meat  and  ran. 

These  stories  of  primate  perfidy  suggest  that  the  age- 
old  picture  of  the  evolutionary  rise  of  the  human  species 
might  be  terribly  wrong.  For  decades,  paleoanthropolo- 
gists  had  assumed  that  huge  expansion  of  the  human  brain 
over  the  eons — to  roughly  three  times  the  size  of  any  other 


living  primate  today — was  the  result  of  some  macho 
behavior  such  as  making  tools  or  hunting  down  terrible 
beasts.  Notwithstanding  the  fact  that  this  scenario  over- 
looks the  female  side  of  the  human  lineage,  which  by  all 
estimations  appears  to  have  brains  that  are  equal  to  those 
of  men,  these  theories  also  don't  quite  jibe  with  the  archae- 
ological record.  The  style  and  manufacture  of  Stone  Age 
tools  hardly  changed  a  whit  over  hundreds  of  thousands  of 
years,  while  at  the  same  time,  the  human  brain  went 
through  a  huge  expansion.  And  it  was  only  some  50,000 
years  ago — long  after  the  human  brain  had  already  reached 
its  modern  dimensions — that  our  ancestors  appear  to  have 
finally  mastered  the  mighty  mastodon  and  other  big  game. 


s 


O  WHAT  MADE  US  SO  SMART?  ACCORDING  TO 

an  emerging  new  view  among  anthropologists,  it 
has  a  lot  to  do  with  duplicitous  behavior.  The 
biggest  challenge  for  our  ancient  ancestors,  and  many 
other  primates,  too,  was  not  finding  food  or  staying  out 
of  the  way  of  lions.  Rather,  it  is  negotiating  the  some- 
times painful,  sometimes  rewarding,  always  treacherous 
social  relationships  we  have  with  each  other.  After  all, 
any  fool  can  hide  from  a  hyena  or  bring  down  a  bunch  of 
berries.  But  getting  the  better  of  a  creature  who  is  just  as 
smart  as  you  are — and  prone  to  being  sometimes  less 
than  forthright — takes  cere- 
bral heft.  The  everyday 
existence  of  a  baboon,  for 
instance,  is  a  constant 
barrage  of  social  chal- 
lenges such  as  attracting 
mates,  bluffing  enemies, 
trying  to  elevate  his  sta- 
tus, sucking  up  to  those 
who  are  above  him,  mak- 
ing covert  alliances  to 


^Aendacity: 

A  HISTORICAL 
TRAIL 
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Ug  tells  his  rival  Gork: 
"There's  nothing  so  refreshing 
as  a  dip  in  these  tar  pits!" 


topple  these  same  higher-ups,  and  trying  not  to  be  taken 
advantage  of  by  some  wise  guy.  Sound  familiar? 

Scientists  call  it  "Machiavellian  intelligence,"  and  they 
argue  that  the  dangers  and  rewards  of  being  less  than 
forthright  with  others  fueled  a  cognitive  arms  race  that 
led  to  the  evolution  of  bigger  and  bigger  brains.  Sure, 
many  of  earth's  creatures  have  the  ability  to  present 
something  which  is  not  altogether  true,  from  a  butterfly's 
camouflaged  wings  to  a  possum's  playing  dead.  But  these 
deceptions  are  merely  rote  behaviors:  they  typically  can't 
be  applied  in  different  ways  in  different  circumstances. 
As  one  researcher  puts  it,  it's  like  a  human  being  capable 
of  lying  only  about  pilfering  fudge. 
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It's  no  coincidence  that  the  best  liars  in 
the  animal  kingdom — the  primates — are  also  those 
creatures  who  have  the  biggest  brains.  It  takes  a  lot  of 
smarts  to  weave  tangled  webs — as  wags  are  fond  of 
pointing  out:  tell  the  truth,  it's  the  easiest  thing  to 
remember.  The  truth  is  out  there  in  the  world,  ready  to 
be  accessed  at  a  moment's  notice.  Telling  a  good  lie,  on 
the  other  hand,  requires  that  you  create  a  new  world, 
tainted  with  spurious  data,  and  hold  it  in  your  head.  The 
more  lies  you  tell,  the  more  worlds  you  have  to  create  and 
remember,  and  the  more  powerful  brain  you  must  have. 

And  to  tell  a  bona  fide,  all-time  whopper  of  the  kind 
that  have  launched  a  thousand  ships,  love  affairs,  takeover 
bids  and  novels,  you  also  have  to  have  a  certain  cerebral 
something  that  it  appears  only  humans  have.  This  magical 
mental  ability  is  extremely  powerful,  but  so  much  a  part  of 
human  psychology  that  we  take  it  for  granted.  It  can  be 
illustrated  by  another  incident  from  the  primate  world:  it 
seems  that  one  low-ranking  male  in  a  group  of  monkeys 
known  as  vervets  was  spooked  by  the  sudden  arrival  of  a 

new  male  migrating  from  another  group.  ^ 

Rather  than  the  messy  business  of  confronting 
the  outsider  head-on,  this  enterprising  vervet 


something  known  in  philosophical  circles  as  a  "theory  of 
mind."  That  is,  they  don't  have  the  magical  mental 
machinery  to  be  able  to  make  a  conjecture  about  what's 
going  on  inside  someone  else's  head.  They  seem  unable 
to  distinguish  between  the  world  as  they  know  it  and  the 
world  as  someone  else  might  think  it  is — or  even  know 
that  such  a  distinction  exists. 

Trying  to  figure  out  what  the  other  person  is  really 
thinking  is  the  essence  of  human  discourse.  From  the 
warm  hello  from  a  colleague  you  know  is  scheming  for 
your  job,  to  the  coy  reticence  of  a  new  flame,  we  filter 
others'  words  and  deeds  through  the  lens  of  what  we 
think  they  are  thinking.  Neither  Shakespeare's  Othello 
nor  Abbott  and  Costello's  "Who's  on  first?"  routine 
would  make  any  sense  to  a  vervet,  because  they  can't 
understand  that  anyone  could  see  the  world  any  differ- 
ently than  they  do.  Creating  that  "other  world"  in  peo- 
ples' minds  is  the  challenge  of  good  lying,  whether  one  is 
trying  to  sway  the  election  or  get  on  the  best-seller  list. 

Its  sinful  taint  notwithstanding,  lying  has, 
arguably  resulted  in  as  much  good  throughout 
history  as  truth-telling.  From  saying  that  some- 
one looks  fabulous  in  that  new 
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Hammurabi  tells  his  wife:  "Honey,  Til 
be  working  late  at  the  office  tonight 
finishing  up  that  new  law  code. " 


Brutus  tells  Caesar: 
'You  can  count  on  me,  boss!" 


Pope  Leo  I  tells  Atti 
luck — there  haven) 
since  410,  when  Aim 


simply  gave  a  distinct  warning  call  that  signals  to  the  group 
that  a  leopard  is  nearby.  The  result  was  that  all  the  vervets 
scrambled  to  the  trees,  disrupting  the  interloper's  attempt 
to  join  the  group.  To  any  human  observing  the  ruse,  how- 
ever, it  would  have  appeared  silly.  The  lying  vervet  contin- 
ued to  stroll  along  the  ground,  calling  out  to  his  neighbors 
to  the  effect  that  a  leopard  was  in  the  area,  seemingly 
oblivious  to  the  fact  that  he  in  fact  was  not  behaving  at  all 
as  though  a  big  cat  was  around.  It's  a  bit  like  sitting  calmly 
in  vour  La-Z-Boy  and  yeLling  "FIRE!  FIRE!"  The  vervets, 
however,  fell  for  the  deception  completely. 

The  vervets  were  duped,  argue  primatologists  Robert 
Seyfarth  and  Dorothy  Cheney,  because  the  monkeys  lack 


hat  to  exhorting  the  citizens  that  they  have  nothing  to 
fear  but  fear  itself,  lies  are  the  handmaidens  of  hope. 
Though  we  are  cursed  with  the  burden  of  being  the  only 
species  that  is  keenly  aware  of  our  own  mortality,  we  are 
also  blessed  with  the  ability  to  lie  to  ourselves;  otherwise 
we'd  never  get  out  of  bed.  Studies  show,  for  instance,  that 
people  suffering  from  depression  often  have  a  far  more 
truthful  and  realistic  assessment  of  their  situation  in  the 
world.  Cynics  are  right:  the  happiest  people  are  those 
who  are  most  expert  at  lying  to  themselves.  And  for  good 
reason:  from  padding  your  cocktail-party  resume  to  hyp- 
ing the  prospects  for  your  next  business  venture  to  telling 
your  mate  you  will  love  her  forever,  lying  helps  to  tilt  the 
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world  ever  so  slightly  in  your  favor,  even  if  it  only  appears 
that  way  to  you. 

Being  skilled  at  deceit,  it  appears,  is  a  prerequisite  for 
high  office.  Given  the  importance  of  lying  in  human 
affairs,  it  is  perhaps  not  surprising  that  men  who  emerge 
as  the  best  leaders  in  a  group  setting  are  typically  also  the 
best  liars.  In  one  psychological  study,  a  group  of  men, 
women  and  children  were  asked  to  drink  a  sweet-  or  bit- 
ter-tasting beverage,  without  knowing  beforehand 
which  it  was.  Then  they  had  to  immediately  look  at  a 
television  camera  and,  as  in  a  television  ad,  declare  that 
it  tasted  very  good,  no  matter  how  awful  the  drink  actu- 
ally tasted.  Each  person's  performance  was  videotaped, 
and  the  subject's  verisimilitude  was  graded  by  an  inde- 
pendent panel  of  psychologists  who  did  not  know  which 
drink  the  person  had  been  given.  After  this  exercise, 
all  the  children  were  put  in  a  playroom  and  observed  as 
they  interacted  with  each  other,  and  the  adults  were 
put  together  in  another 
room  and  told  to 
imagine  that  they 
were  the  survivors 
of  a  crash-landed 


is  crucial.  There  are  no  realists  in  foxholes  or  at  tax  time.  If 
the  best  government  is  one  that  makes  everyone  compro- 
mise just  a  little,  the  best  leaders  are  those  who  can  make 
us  feel  like  we're  getting  a  great  deal  in  return  for  doing  it. 

SINCE  FOR  MOST  OF  HUMAN  EXISTENCE,  PEOPLE 
have  stood  face-to-face  with  people  who  were  try- 
ing to  lie  to  them,  it  is  no  accident  that  our  brains 
have  evolved  to  be  acutely  tuned  to  subtle  cues  that 
someone  is  less  than  trustworthy.  A  famous  example  of 
this  occurred  during  the  Nixon-Kennedy  debates  in  i960: 
people  who  heard  the  debate  on  the  radio  judged  Nixon 
to  be  the  winner;  people  who  saw  the  debate  on  televi- 
sion, complete  with  Nixon's  shadowy  beard,  sweaty  face 
and  darting  eyes,  regarded  Kennedy  as  the  winner. 
Indeed,  as  most  people  know,  it  is  far  easier  to  lie  over  the 
telephone — better  yet, 
on  voice  mail — th 
face-to-face. 

You  might  won 
der  why,  if  the  ^gSSp; 
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'You're  out  of 
imen  in  Rome 
! them  off." 


Saracen  antique  dealer  tells  Knight  Templar: 
"I'm  telling  ya,  this  is  the  cup  He  drank  from,  and 
at  this  price  I'm  practically  giving  it  away!" 


Luaetia  Borgia  tells  lover: 
"Drink  up,  carissima — 
this  will  add  years  to  your  life. 


plane  on  a  snow-covered  mountainside.  They  were  given 
a  list  of  supplies  aboard  the  plane  and  asked  to  come  up 
with  a  strategy  for  survival. 

At  the  end  of  the  day,  the  psychologists  found  that  the 
men  who  emerged  naturally  as  the  leader  of  the  fictional 
snow-bound  group  were  also  those  people  who  had  been 
judged  to  be  the  most  convincing  when  they  were  video- 
taped lying  about  the  wondrous  taste  of  the  drink  Similarly, 
those  children  who  were  rated  the  best  fibbers  on  TV  also 
displayed  the  most  dominant  behavior  in  the  play  group. 

To  some,  these  findings  may  only  confirm  one's  worst 
suspicions  about  the  quality  of  government.  But  in  fact, 
the  connection  between  good  lying  and  good  government 


advantages  of  deception  were  so  great  that  they  fueled 
the  expansion  of  the  human  brain,  people  didn't  also 
evolve  to  become  better  and  better  at  hiding  their  lying 
eyes.  According  to  some  recent  research  in  the  arcane  sci- 
ence of  game  theory,  the  reason  lies  in  the  fact  that  in  a 
world  filled  with  dastardly  liars  who  expend  all  their 
energy  stabbing  each  other  in  the  back  and  trying  to  pre- 
vent it  from  happening  to  them,  those  few  souls  who 
trust  each  other — and  therefore  help  each  other — can 
have  a  real  edge.  Having  a  "poker  face"  that  disguises 
one's  thoughts  is  great  for  a  game  like  poker,  where 
everybody  is  against  everybody  else.  But  most  of  life  is 
more  like  the  game  of  bridge,  where  teamwork  is  essen- 
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tial  to  carrying  the  day.  Being  able  to  "read"  your  team- 
mate's face — and  hence  his  mind — is  vital  to  coopera- 
tion. It's  no  accident  that  in  bridge,  poker  faces  are  strict- 
ly required  by  the  rules. 

IN  MANY  INSTANCES,  LYING  IS  NOT  ONLY  A  SOCIAL 
and  psychological  balm,  but  also  a  gentlemen's  obli- 
gation. A  eulogy  describing  the  deceased's  thieving 
ways  might  set  the  record  straight,  but  will  not  do  much 
to  soothe  the  grieving  widow.  Telling  a  job  prospect  that 
in  fact,  no  matter  how  talented  he  is,  the  boss's  nephew  is 


better.  And  guess  who  feels  awful?  In  such  cases, 
lying — and  lying  well — is  just  penance  for  such  trans- 
gressions. 

The  very  human  behavior  of  lying  is,  in  fact,  what 
ultimately  .propels  the  human  condition  above  that  of  a 
lowly  beast.  Undiscriminating  trust — or  deviousness — 
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Lee  tells  Pickett: 
"Will you  stop  worrying,  General? 
I  promise  you,  casualties  will  be  light. " 

getting  the  position  will  not  do  much  for  the  lad's  ambi- 
tion and  drive.  Detailing  to  your  co-worker  exactly  how 
you  feel  about  the  contours  of  his  or  her  body  may  send 
you  to  court,  not  bed. 

Most  of  all,  lying  is  de  rigueur  for  those  who  feel 
tempted  to  relieve  the  burden  of  guilt  through  the  facile 
path  of  telling  the  truth.  The  painful  bearing  of  self- 
loathing  that  typically  accompanies  a  betrayal  of  a 
friend  or  lover  is  fit  punishment  for  such  wrongdoings. 
Total  honesty  is  the  coward's  way  out,  and  can  do  more 
harm  than  good:  suppose  that  one  day  over  breakfast 
your  wife  confesses  that  ten  years  ago  she  had  a  fling 
with  the  mailman.  Now,  all  of  a  sudden,  she  feels  much 


Bill  Clinton  tells  the  country: 
"I didn't  inhale." 


towards  anyone  and  everyone  can  be  performed  by  a 
creature  with  very  little  brain.  Real  trust,  on  the  other 
hand,  involves  knowing  full  well  the  potential  pitfalls  and 
benefits  of  deceit,  and  being  able  to  understand  fully  that 
your  partner  knows  this,  too.  That  requires  an  intelli- 
gence of  extravagant  dimensions.  • 

William  F.  Allman  is  the  author  of  the  forthcoming 
The  Stone  Age  Present:  How  Evolution  Has  Shaped 
Modern  Life — From  Sex,  Violence,  And  Language 
to  Emotions,  Morals,  and  Communities  (Simon  &\ 
Schuster).  He  claims  to  be  a  writer  living  in  Chevy  Chase, 
Maryland. 
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HIKE! 

We've  got  more  catalogues 
than  the  NFL  has  players. 
So  here's  our  first-string. 

About  the  nicest  thing  that  can  be 
said  for  "Generation  X"  is  that  they've 
developed  a  bizarre  fascination  for 
Tony  Bennett.  But  you  knew  he  was 
the  singer's  singer  all  along,  as  this 
four-CD  or  cassette,  boxed-set  retro- 
spective proves  conclusively. 

Item  #C7907  (CD)  $54.95 

Item  #67907  (cassette)  $39.95 

Pacific  Arts  Publishing  800-516-0800 

The  nice  folks  at  Alaskan  Harvest 
say  that  "the  Southeaster"— two  pounds 
each  of  fresh  halibut  fillets,  silver  sal- 
mon fillets,  King  crab  legs,  sea  scallops 
and  spot  shrimp — make  up  their  most 
popular  gift  pack.  They  also  offer  a 
wide  selection  of  smoked fish  and  other 
delectable  Alaskan  provender. 

Item  #9037  $149.95 

Alaskan  Harvest  800-824-6389 

Faberge  redivivus:  this  unique  egg 
from  Asprey  took  three  years  to  create 
and  contains  220.21  carats  of  diamonds, 
all  invisibly  set.  Inside  are  two  plat- 
inum-and-diamond  earrings.  A 
trifling  $1,800,000. 

Asprey  011-44-71-493-6767 

Macho?  Or  is  it  a  pose?  Put  one  of 
these  coloful  Winchester  reproduction 
tin  signs  up  in  your  office,  and  let  co- 
workers wonder  where  you  really  stand 
on  the  issue  of  guns. 

Series  #WSG001-015  (each)  $9.99 

Smoky  Mountain  Knife  Works  800-251-9306 

This  Head,  Face  and  Hearing  Pro- 
tector is  described  as  "ideal for  use  with 
rotating  power  equipment. "  What  does 
that  mean-when  the  debate  gets  frac- 
tious in  the  Senate  or  the  House? 

Item  #6349L  $29.75 

Sporty's  800-543-8633 


OUT:  Blowguns.  IN:  Crossbows. 
(You  read  it  here  first.)  Since  the  Mid- 
dle Ages  is  the  next  fashion  trend,  we 
predict  this  plastic  dart-firing  weapon 
will  be  the  ultimate  "power"  accessory. 

Item  Y4185  $19^95 

U.S.  Cavalry  800-777-7732 

Mr.  Backgammon:  ten  skill  levels, 
three  styles  of  play,  fits  in  a  briefcase 
and  even  programmed  for  international 
rules.  It's  brilliant,  although  we  do  miss 
the  tactility  of  the  tumblin  dice. 

Item  #SG682   $129.95 

The  Sharper  Image  800-344-4444 

Chocolate  body  paint?  We're  just 
going  to  leave  this  one  to  your  imagina- 
tion. ($15 for  two  jars.  Brush  .50  extra.) 
Tom  &  Sally's  800-827-0800 

May  all  your flushes  be  royal!  Ever- 
desperate  to  finance  the  polo  ponies,  it 
seems,  the  House  of  Windsor  now  has  a 
catalogue,  including  these  play  ing  cards. 

Item  #NC0930  $25 

House  Of  Windsor  Collection  800-433-3210 

Draw  the  envious  stares  of  other 
stadium  revelers  with  this  neat  picnic 
cooler,  which  holds  two  magnums  of 
wine  as  well  as  a  full  service for four. 

Item  #5277   $89.95 

Frontgate  800-626-6488 

(^S  You  packed  brilliantly,  but  threw 
your  ties  in  as  an  afterthought.  Now 
they're  as  crumpled  and folded  as  origami 
sculpture.  It  didn  't  have  to  be  that  way. 

Item#130D  $35 

Brooks  Brothers  800-274-1815 

Willy  Wonka,  take  note:  this  choco- 
late cake,  called  "White  Carnation" for 
its  floral  swirls  of  white  chocolate,  is  a 
definite  candidate  when  you  make  the 
sequel,  sjq.jo,  including  two-day 
FedEx.  (Another  FYI  favorite:  the 
"Ebony  and  Ivory. "  Tempted?) 
The  Cake  Stylists  718-894-3494 
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af^i  I  Of  Global  Warming 
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By  BILL  HOFFMANN 

Prince  Charles  says 
Diana  has  become  one  big 
royal  pain  in  the  wallet. 

That's    because  Diana 
racks    up    as    much  as 
$240,000  a  year  on  "groom- 
ing'  —  clothes,  hair,  fit- 
ness  and  massages. 
I  She  also  spent '$33,246  on 
beauty  —  manicures,  body 
care  products,  makeup  and 
vitamins  —  $10,659  on  re- 
flexology, aroma  therapy, 
colonic    irrigations  and 
massages,  and  $8,610  on 


/  Burping  Cows 

SALT  LAKE  CITY,  May  29  (AP)  -  ! 
The  Federal  Government  is  spending 
$500,000  to  try  to  find  out  if  cattle 
belch  enough  methane  to  contribute 
to  global  warming. 

The  Environmental  Protection 
Agency  has  given  Utah  State  Univer- 
sity a  $500,000  grant  to  round  up 
rangeland  cattle  and  fit  them  with 
special  breathing  devices  to  measure 
how  much  methane  cows  release 
•vhen  ihov  burp. 

The  grant  lets  Utah  State  expand 
on  a  $300,000  study  of  methane  pro- 
duced by  bovine  flatulence  that  began 
in  1991  at  Washington  State  Univ  rsi- 
ly  and  provoked  widespread  ridic  ule 
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•  Author  James  Herriot,  77,  who  seemed 
never  to  have  met  an  animal  he  couldn't 
handle  \vas  recovering  m  a  Bntish  hospital 
yesterday  after  being  trampled  by  a  flock  of 


►  SUICIDE  CASE:  Aiex  Coventry  was  senten 
Angeles  to  four  years'  probation  for  handing  his  distressed 
roommate  a  loaded  shotgun  and  saying,  "Stop  talking  about 
it.  Just  do  it."  Coventry,  44,  was  convicted  Monday  under  a 
rarely  used  19th-century  state  ban  on  assisted  suicide. 


ho  o  I 1 ^o  200  h  "^  of  community  service  for  tossing  an  8- 
yZ'l  d  i  feetTo  demonstrate  ho*  God  will  pitch  the 
S  into  hell  on  Judgment  Day.  The  boy  was  bruised. 


Executive  s  Wife  Arrested 

WASHINGTON,  June  11  (AP)  _ 
The  wife  of  the  owner  of  the  Washing- 
ton Redskins  was  arrested  again  to- 
day, the  police  said. 
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Introducing  the  all 

The  Concept. 

Create  an  innovative  concept 
car,  like  the  ones  built  for  auto 
shows.  Make  it  supercharged. 
Make  it  strong.  Make  it  sleek, 
safe,  comfortable,  yet  luxurious. 
And  make  it  available. 

Build  a  concept  car  that  people 
can  actually  drive. 

The  Car. 


To  make  it  happen,  we 
gave  the  all-new  Riviera  an  all- 
new  look.  Elliptical.  Sensuous. 
Muscular.  We  gave  it  a  3800 
supercharged  V6*  —  with  the 
power  of  a  V8.  An  all-new  body 
structure.  Stronger.  Bolder. 
World-class.  To  virtually 
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A  Very  Nimble  Elephant  88 

By  James  R.  Norman 

GE's  well-publicized  problems  have 
not  kept  it  from  being  one  of  the 
world's  most  profitable  companies. 

Old  Scam,  New  Name  42 

By  Amy  Feldman  and  Neil  Weinberg 
First  Jersey  and  Hibbard  Brown 
bilked  investors  out  of  tens  of  millions 
of  dollars.  But  that's  history,  isn't  it? 
Oh,  yeah? 

Marketing  Via  The  Internet  126 

By  David  C.  Churbuck 

The  day  is  coming  when  Internet 
servers  and  the  telephone  system  will 
offer  a  slew  of  new  services. 

Playing  Virtual  Golf  140 

By  William  G.  Flanagan 

Turn  on  an  electronic  golf  game, 
pick  up  your  laser  golf  club.  You're 
teeing  off  at  Pebble  Beach. 

Pacific  Rim  Bargain  149 

By  Mary  Beth  Grover 

The  First  Philippine  Fund  has  per- 
formed spectacularly — yet  still  sells 
well  below  net  asset  value. 

Biggest  Mistakes  Investors 
Make— Are  You  Guilty?  155 

By  Mark  Hulbert 

There  are  lots  of  ways  to  make  mon- 
ey in  the  stock  market.  There  are  only 
a  few  ways  to  lose  money. 
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Intel  45 

By  Christopher  Palmeri 

Intel  is  pushing  its  Pentium  chip  too 
hard  and  fast  for  Compaq  Computer. 
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By  Christopher  Palmeri 

Tragedy  transformed  Robert 

Moody  and  benefited  Galveston. 

Dexter  Shoe  52 

By  Alexandra  Alger 

Harold  Alfond  made  Warren  Buffett 
pay  in  stock  for  Dexter  Shoe.  Buffett 
isn't  complaining. 

Trinity  Industries  58 

By  R.  Lee  Sullivan 

Ray  Wallace  is  a  genuine  contrarian. 

Raychem  66 

By  Seth  Lubove 

A  brilliant  entrepreneur's  confi- 
dence led  Raychem  to  bite  off  more 
than  it  could  chew.  Confidence  is 
one  thing,  hubris  another. 

Columbia/HCA  Healthcare  72 

By  Matt  Walsh 

Leading  the  drive  to  make  health 
care  delivery  more  efficient. 

Paragon  Trade  Brands  78 

By  Phyllis  Berman 

Who's  giving  fits  to  brand-name  di- 
aper makers?  Private-label  producers. 


American  Family 

Life  Assurance  80 

By  Matt  Walsh 

Where  there  is  fear,  there's  opportu- 
nity: cashing  in  on  Americans'  worry 
about  nursing  home  costs. 

Sullivan  Dental  Products  87 

By  John  R.  Hayes 

Robert  Sullivan  reluctantly  put  away 
his  golf  clubs — but  not  for  long. 

Up  &  Comers:  Seitel  108 

By  Christopher  Palmeri 

Paul  Frame  built  Seitel's  sales  to 
$50  million  in  practically  no  time.  Is 
he  pushing  the  company  too  hard? 

Starting  Your  Own  Business: 

Big  Foote  Communications  114 

By  Fleming  Meeks 

Charge  card  credit  is  expensive,  but 
not  as  expensive  as  giving  up  a  chunJfl 
of  the  equity.  Big  Foote  is  a 
company  financed  on  plastic. 

Harveys  Casino  Resorts  116 

By  Lisa  Gubernick 

Founder  Harvey  Gross  had  a  few 
simple  rules:  no  debt,  and  never  ex- 
pand beyond  the  shores  of  Lake  Ta- 
hoe.  His  successor  had  different 
ideas. 


■rang 


Osmosis  47 

By  Joel  Millman 

Investing  in  Peru?  Paraguay?  Argen- 
tina? Consider  a  Chilean  company. 
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Lighter  Than  Air  120 

By  Joshua  Levine 
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By  Robert  La  Franco 
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Guanxi 

By  Julie  Pitta 

Computer  companies  eyeing  the 
China  market  should  consider  that 
AST,  the  market  leader,  owes  as 
much  to  people  connections  as  it  does 
to  electrical  ones. 
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Staying  Healthy: 

The  Right  Chemistry  138 

By  Robert  Lenzner 

Busy  executives  should  treat 
depression  as  they  would  any  serious 
business  problem:  Find  an  expert  and 
follow  his  advice. 
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By  Christie  Brown 

Dolls  and  toys  aren't  just  for  kids 
these  days.  A  lot  of  adults  collect 
them — maybe  too  many. 

mmm  Editorial  index  is  on  page  6 
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A  definition  of  flexible  computing: 


"An  open  systems  interconnect  environment  in  which  system 

and  network  configurations  can  be  modified  through 
the  use  of  modular  software  components  in  conjunction  with 

hardware  adapters  to  permit  addition  and  deletion 
of  connection  points  and/or  changes  in  protocols  supported. 

Furthermore,  a  flexible  computing  architecture  shall 
allow  for  expansion  or  contraction  of  processing  components 
and/or  memory  to  allow  growth  of  centralized 
systems  or  servers  or  the  redeployment  of  systems  into 
distributed  elements."  -  The  competition 


Let's  get  tight  to  the  point.  All  too  often,  corporate 
computing  systems  don't  work  the  way  you  need  them 
to  work.  And  they  usually  cost  more  than  you  want 
to  spend.  Data  General  can  help.  We've  restructured 

our  own  business  to  focus  on  computing  in  ways 
that  will  make  the  most  sense  for  your  business. 


How?  Unlike  much  of  the  competition,  we  don't 
duplicate  existing  commodity  technology.  Instead, 
we  create  advanced  systems  that  use  the  finest 
commodity  technologies  available.  And  we  offer 
complete  services  to  design,  implement  and  support 

your  total  computing  solution  from  start  to  finish. 


Just  exactly  why  does  this  approach  make  sense? 
It's  more  flexible.  You're  not  locked  info  a  proprietary 

way  of  doing  things.  Your  system  can  change  an 
expand  as  you  grow.  It's  more  dependable.  And  every 

Data  General  AViiOT  server  and  CLARiiOr 
data  storage  system  has  reliability  and  availability 


Common  sense  translation: 

"As  your  business  changes,  your  computer  system  should 
be  able  to  change  with  it. "~  Data  Ceneral 


engineered  into  its  basic  design.  So  you  can  recovei 
from  any  computing  problem  quickly  and  expect 
information  thot's  not  only  accurate,  but  available. 
It's  also  more  capable.  Data  General  has  set  the 
mark  for  others  to  follow  with  proven  AViiON  results 
by  handling  large  numbers  of  users,  large  numbers 


of  transactions,  and  managing  very  large  databases 
much  more  efficiently  than  the  competition. 

In  other  words,  you  get  higher  performance  at  a 
better  price.  And  that  makes  sense.  Especially 

when  you  consider  that  computers  are  no  longer  just 
o  part  of  your  business.  They  are  your  business. 


See  what  common  sense  can  do  for  your  business. 
Just  call  1.800. DATA  GEN.  Or  simply  e.mail  us  at 
commonsense@dg.com  for  a  free  copy  of  our  guide 
to  computing:  Ihe  Common  Sense  Connection1" 

iw  Data  General 

Bringing  Common  Sense  to  Computing 
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doing  to  make  sure  tke  trees  will  ke  kere  tomorrow?" 

"Not  an  easy  question.  But  that's  what  my  son  asked  tke  otker  day.  He's 
thinking  ahout  it.  Just  like  everybody  He  wants  to  know  if  the  trees  will  still 
he  around  when  he  grows  up.  Well,  working  for  Georgia-Pacific  like  I  do,  I 


can  tell  him  were  doing  our  part.  Planting  new  trees  hy  the  millions. 
Setting  aside  land.  Making  sure  the  trees  will  always  he  here.  For  everybody, 
of  course,  I  cant  speak  for  other  companies  out  there.  But  I  know  were 


doing  what's  right!'  Steve  Delfs,  Forester.  Georgia-Pacific  ^ 
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By  expecting  the  unexpected 
we  are  financially  stronger  than  ever. 


Events  of  the  last  several  years  have 
been  tough  on  some  reinsurers. 
Since  1982,  more  have  left  the  business 
than  remain.  Now  clients  are  seeking 
those  reinsurers  with  the  financial 
strength  to  offer  stable  capacity 
regardless  of  market  conditions. 

American  Re  has  a  balance  sheet 
that  is  stronger  than  ever.  This  is  a 
result  of  expert  underwriting  and  a 
sound,  consistent  business  strategy 
that  does  not  depend  on  underwriting 
cycles  or  a  flashy  investment  portfolio. 
In  fact,  we  are  one  of  only  three  U.S. 
reinsurers  that  shows  a  statutory 
surplus  of  more  than  $1  billion.  And 
our  A.M.  Best  rating  is  A+  (Superior). 


American  Re  is  a  direct  writer,  with 
77  years  of  professional  reinsurance 
experience.  We  bring  specialists  with 
a  broad  range  of  expertise  directly  to 
our  clients.  By  performing  detailed, 
multi-disciplined,  front-end  screening 
of  business  opportunities,  we  assure 
that  our  program  meets  the  client's 
needs  and  that  our  price  accurately 
reflects  the  client's  exposure,  pricing 
and  loss  experience  —  not  the 
market's.  Because  of  our  expertise, 
both  insurers  and  non-insurers 
routinely  hire  us  to  consult  and  perform 
due  diligence  on  their  operations. 
And  with  27  offices  worldwide, 
our  business  opportunities  are 


geographically  diverse,  enabling  us 
to  maximize  our  potential  for 
profitable  growth  in  selected  markets. 

At  American  Re,  we  make  it  our  busi- 
ness to  be  prepared  for  whatever  may 
happen.  That  means  better  results  for  us 
and  for  our  clients.  For  more  information 
about  how  American  Re  is  redefining 
reinsurance,  call  us  at  (609)  243-4684. 
American  Re-Insurance  Company  is 
the  principal  operating  subsidiary  of 
American  Re  Corporation,  which  is 
listed  as  ARN  on  the  NYSE. 
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Jack  the  elephant  tamer 

Americans  are  funny  about  success. 
First,  it's  roses,  roses  all  the  way,  then 
rotten  tomatoes.  We  worship  high 
achievers,  exalting  them  to  our  demo- 
eratic  equivalent  of  royalty.  Yet  we  gloat 
when  one  of  our  heroes  takes  a  pratfall. 

More  than  a  few  overripe  tomatoes 
have  come  Jack  Welch's  way  this  year. 
For  years  the  GE  chairman  was  sanctified 
in  the  business  press,  ranked  with  busi-     Jim  Norman 
ness  genuises  like  Alfred  Sloan  and  GE's  ^mmmW 
own  Gerard  Swope.  But  when  problems 

arose  at  the  $61  billion  company  last  year,  the  tune  changed.  Welcr 
had  lost  his  touch.  He  was  overrated. 

Not  so,  says  James  Norman,  who  wrote  our  cover  story  on  GE 
Welch's  achievement  is  genuine  and  impressive.  Norman,  45,  : 
veteran  of  20  years  in  business  journalism,  4  of  them  at  Forbes,  asks 
"How  hard  can  you  knock  a  man  for  one  or  two  stumbles  after  he  hai 
rebuilt  an  old-line,  heavy  industry  outfit  into  one  of  the  mosj 
efficient  companies  on  the  globe  and  who  is  about  to  hand  share- 
holders their  biggest  annual  profit  ever?"  Norman  didn't  just  judge 
Jack  Welch  by  the  numbers.  He  visited  GE  manufacturing  operation? 
in  Pennsylvania,  Ohio  and  Kentucky.  "It's  there,  on  the  factorv 
floor,"  Norman  says,  "where  Welch's  transformation  of  GE  realhl 
shows."  "A  very  nimble  elephant"  begins  on  page  88. 

Un  tableau  apocalyptique  du  magazine  *  Forbes » 

«Evtiezd'inve8tir  en  fiance !» 

"Avoid  investing  in  France!"  shouted  the  headline  in  the  presti- 
gious French  daily  Le  Monde,  quoting  Forbes.  Le  Monde  was 
reporting  on  a  column  in  our  Aug.  15  issue  authored  by  Steve  Hanke 
and  Sir  Alan  Walters.  Entitled  "Too  clever  by  half,"  the  column  saic 
the  Paris  government  was  stumbling  over  its  ill-conceived  policie: 
and  predicted  fresh  economic  and  social  troubles  for  the  nation.  The 
advice  Hanke  and  Walters  had  for  business  people  was:  Put  youl 
money  elsewhere. 

This  set  off  a  firestorm  in  the  French  press,  and  not  just  in  U 
Monde,  which  called  the  column  "an  apocalyptic  picture."  Marc 
Antoine  Autheman,  financial  counselor  of  the  French  embassy  ir 
Washington,  repeated  the  word  "apocalpytic"  in  a  letter  to  u! 
criticizing  the  column.  However,  we've  yet  to  see  persuasive  rebutta 
of  the  facts  and  figures  cited  by  our  columnists.  The  Paris  Bourse  ha: 
been  one  of  the  weakest  markets  in  Europe  this  year,  and  capital  was 
flowing  out  of  France  well  before  our  column  appeared. 

In  the  midst  of  all  this  fuss,  one  Paris  paper  urged  the  French! 
government  to  polish  its  public  relations  in  the  U.S.  That  bit  o 
advice  the  government  seems  to  have  taken  to  heart.  Last  month  i 
announced  that  it  was  sending  Economic  Minister  Edmond  Alphan 
dery  to  visit  the  U.S. 
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Maybe  the  greatest  compliment 
I  can  give  a  Gulfstream  is 
that  I  take  it  for  granted.  Those 
Rolls-Royce  Tay  engines  are  right 
up  there  with  the  sun  and  the 
moon  for  reliability." 

Darrell  Postma  speaks  from 
experience.  33  years  flying.  21  in 
Gulfstreams. 

"You're  impressed  by  the  perfor- 
mance immediately.  But  as  the 
hours  pile  up,  you  start  to  be  even 
more  impressed  by  how  reliable 
these  planes  are." 

For  35  years,  Gulfstream  has  con- 
centrated on  one  thing:  building 
the  finest,  most  reliable  business 
aircraft  in  the  world.  We've 
received  a  lot  of  compliments. 
None  makes  us  prouder  than 
being  called  "a  pilot's  airplane!' 

Contact:  Bill  Boisture,  Executive  VP 
(912)  965-5555  Fax  (912)  965-3084 


You  Wouldn't  Buy  A  Cheap  Parachute. 
You  Wouldn't  Buy  A  Cheap  Pacemaker. 
You  Wouldn't  Buy  A  Cheap  Crash  Helmet. 


Let's  Discuss  Cars. 


There  are  some  things  in  life  that  are  simply  too  important  to  scrimp  on.  And  yet 
every  day,  people  do  exactly  that  when  choosing  the  one  piece  of  equipment 


statistically  most  likely  to  determine  their  fate— their  car.  H  Despite  clear  evidence 


to  the  contrary,  many  people  still  think  of  their  car  more  as  a  fashion  accessory  than 
a  serious  piece  of  life-saving  equipment.  %  Fortunately,  this  attitude  has  never  been 


fashionable  at  Mercedes-Benz.  I  Which  is  why  in  every  category  that  the  govern- 
ment has  set  technical  standards  for  safety,  Mercedes-Benz  automobiles  not  only 


meet  them,  but  in  many  cases  exceed  them.  H  And  why  in  categories  which  the  gov- 
ernment does  not  require  a  standard,  we  have  created  our  own.  For  instance,  the 
government  sets  no  standard  for  occupied  seats  absorbing  rear  impacts.  But  to  pass 
the  Mercedes-Benz  standard,  our  occupied  front  seats  must  withstand  a  30  rriph 
car-to-car  rear  impact.  H  Is  there  a  less  expensive  way  to  build  cars?  To  be  sure. 
Is  there  a  better  way?  If  there  is,  you  can  be  sure  we  will  find  it.  1  Ultimately,  the 
question  you  must  ask  yourself  is  not  whether  you  can  afford  to  buy  a  car  built  as 
well  as  a  Mercedes-Benz.  The  question  you  must  ask  yourself  is  whether  you  can 
afford  not  to.  H  If  we\can  assist  you  in  any  way,  please  call  1-800-FOR-MERCEDES. 
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Milk  for 
cigarettes? 


"Last  legs,"  our 
Sept.  12  cover  story,  re- 
vealed how  Borden's  inept 
management  has  milked  Elsie  the 
Cow  nearly  dry.  Our  article  appar- 
ently panicked  Borden's  directors, 
who  tapped  Wall  Street  law  firm 
Wachtell  Lipton  and  broker  Lazard 
Freres  to  find  a  buyer.  It  didn't  take 
long.  Both  firms  had  made  huge  fees 
in  the  mid-1980s  delivering  clients 
like  Beatrice  to  Kohlberg  Kravis 
Roberts. 

Who  did  Wachtell  Lipton  turn 
to?  You  guessed  it.  The  Kravis  firm. 
Less  than  two  weeks  after  our  story 
appeared,  the  Borden  board  an- 
nounced it  would  sell  the  $6.5  bil- 
lion (revenues,  including  discontin- 
ued operations)  company  to  kkr  in 
exchange  for  some  $2  billion  of  RJR 
Nabisco  Holdings  stock.  So  eager 
were  Borden's  directors  to  dump  El- 
sie that  they  wired  kkr  $20  million 
the  day  the  deal  went  through  and 
promised  to  reimburse  it  up  to  $72 
million  in  fees  and  expenses. 

Even  if  kkr's  buyout  fails,  the 
deal  allows  it  to  swap  RJR  shares  for 
20%  of  Borden — an  effective  con- 
trolling stake — at  $11  per  Borden 
share.  Net  out  the  $72  million  in 
fees  for  kkr,  and  the  20%  of  Borden 
drops  to  less  than  $8.50  per  share. 

Of  course,  Borden's  bankers  are 
elated  by  the  prospect  of  more  fees 
from  refinancing  the  debt  facility 
they  closed  on  just  this  summer.  Bor- 
den executives  will  do  well,  too. 
New  Chief  Executive  Ervin  Shames 
will  get  about  $4  million  over  three 
years  even  if  he's  terminated. 

The  deal  would  take  Borden's 
shareholders  out  at  a  slight  premium 
over  the  stock's  recent  price  but  far 
below  this  year's  high  of  18.  More- 
over, Borden  holders  will  get  not 
cash  but  tobacco  company  stock.  Yet, 
though  kkr's  hand  is  already  in  the 


till,  there's  still  hope 
for  a  better  deal  for 
Borden's  shareholders.  Ju 
as  we  predicted,  Japonica  Partners' 
turnaround  strategist  Paul  Kazarian  i 
interested  in  control.  His  plan 
would  keep  Borden  intact  without 
getting  it  involved  in  cigarettes. 

—Matthew  Schifri? 


Beyond  bean-counting 

In  A  story  titled  "The  bean  counter 
as  hero,"  Forbes  praised  Unisys 
Chairman  James  Unruh  last  year  for 
chipping  the  computer  giant  out 
from  under  a  mountain  of  debt, 
improving  margins  and  generally 
getting  it  back  into  fighting  trim 
(Oct.  11,1993). 

Since  then  tough  times  have  re- 
turned. Profits  fell  26%  in  the  first 
half,  to  $1 18  million,  or  33  cents 
per  share,  and  revenues  9%,  to  $3.5 
billion.  Unisys'  stock  price  is  down 
14%  since  our  story,  to  a  recent  lOVil 

Where  did  we — and  Unruh — go 
wrong?  Europe's  recession  and  de- 
fense cuts  have  hurt,  and  cost-cut- 
ting has  largely  run  its  course.  Unrul 
must  now  fatten  revenues  to  fatten 
profits.  He  insists  he's  working  on  itj 

"We're  not  trying  to  get  out  of 
the  computer  business,"  says  Unruh 


Unisys' 
James  Unruh 
He'll  have 
to  fatten 
revenues 
to  fatten 
profits. 
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Reduce  your  estate 
tax  costs  up  to  901 

you're  worth  $  3  million  or  more,  Uncle  Sam  is  going  to  take  more  than 
5%  of  every  dollar  you've  worked  so  hard  to  leave  for  your  loved  ones, 
nless  you  do  something  to  protect  your  estate  now! 

»o  I  have  your  attention?  I  hope  so,  because  with  my  Die  Rich  And  Tax 
ree  System,  I  can  help  reduce  your  estate  tax  costs  up  to  90%*,  leverage 
our  IRA,  pension  or  annuities  ten  to  twenty  times  and  make  your 
lunicipal  Bonds  both  income  and  estate  tax  free. 


Barry  Kaye  convincingly 
onveys  that  insurance  can 
ot  only  preserve  worth, 
ut  increase  it." 

lalcolm  S.  Forbes,  Jr. 

resident  &  Editor-in-Chief,  Forbes  Magazine 


Some  of  America's  wealthiest 
families  have  already  dramati- 
cally reduced  their  estate  tax 
costs  as  a  result  of  my  Wealth 
Creation  and  Preservation 
Concepts.  If  you  are  over  age 
60,  and  can  qualify,  you  can 


too.  Ask  for  my  FREE  REPORT 

I  Wealth  Preservation  Methods,  and  learn  how  you  can  use  often  over- 
)oked  planning  strategies  to  protect  your  estate  from  forced  liquidation 
rhich  can  steal  your  children's  legacy.  Discover  how  you  can  maximize 
le  earning  power  of  your  discretionary  funds,  enabling  you  to  pass 
n  nearly  two  times  more  money  to  your  heirs. 

urge  you  to  call  or  send  for  12  Wealth  Preservation  Methods.  In  this 
aluable  FREE  report  I  outline  the  easy  steps  you  can  take  to  legally 
yoid  making  unnecessary  mistakes  that  may  drastically  reduce  the 
alue  of  your  estate.  Better  still,  ask  for  a  proposal  customized  to  your 
oecif ic  financial  situation  and  find  out  how  I  can  help  you  save  a  for- 
me in  estate  tax  costs.  Both  the  report  and  the  proposal  are  absolutely 
REE  and  there  is  no  obligation  to  buy  anything.  Ever! 

CALL  TOLL  FREE  1-800-343-7424 


Barry  Kaye,  America's  #1  estate  planning  expert,  founder 
and  chairman  of  Wealth  Creation  Centers,  is  the  author  of 
four  best  selling  books  on  life  insurance  and  estate  tax  cost 
discounts. 


Wealth  Creation  Centerssm 

America's  Foremost  Estate  Tax  Cost  Discount  Specialists 

Barry  Kaye  Associates 

1901  AVE  OF  THE  STARS,  LOS  ANGELES,  CA  90067 
1-800-662-5433  310-277-9400         FAX  310-282-0775 


iscounted  tax  costs  based  on  current  assumptions,  other  requirements  and  a  last-to-die  life  insurance  policy  or 
individual  policy.  ©  1994 
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DIE 
RICH 

AND  TAX  FREE! 


A  book  for  people  who  want  to  make 
and  save  millions 

Barry  Kaye,  trusted  authority  on  wealth 
creation  and  preservation,  tells  all! 
Learn  how  to  turn  $1 00,000  a  year 
into  $86  million;  reduce  your  55% 
estate  tax  bracket  to  1 0%  or  less; 
increase  your  IRA  or  pension  1 0  to  20 
times;  multiply  your  annual  tax-free 
gifts  1 00  times  and  increase  your 
$600,000  estate  tax  exemption  manyfold. 

Give  the  gift  today  that  will  be 
remembered  for  many  tomorrows 

Ifs  a  fact  that  when  you  die,  50%  of 
your  estate  may  go  to  the  tax  collector. 
There  is  a  way  to  discount  your  estate 
tax  costs  up  to  90%,  but  you've  got  to 
do  something  about  it  now! 

Don't  wait  another  minute! 

Send  for  Die  Rich  And  Tax  Free  today 
and  learn  Barry  Kaye's  secrets  of  how 
to  use  insurance  to  preserve  and 
increase  your  worth.  Call  or  mail  the 
coupon  today  and  find  out  how  you 
too  can  Die  Rich  And  Tax  Free!  There's 
no  obligation,  of  course,  except  to  the 
ones  you  love. 

Book  &  Video,  a  $60  Value 
only 

$2995 

Purchase  Die 
Rich  And  Tax 
Free!  for 

$29.95  and 
receive  Barry 
Kaye's  half- 
hour  video, 
also  a 

$29.95  value, 
absolutely  free!  This  special  two-for- 
one  offer  is  available  only  through  this 
ad,  so  act  now  to  receive  this  great  value. 

Call  now  or  mail  coupon  today 

1  -800-662-5433 


Please  send  Die  Rich  And  Tax  Free!,  the  book 
&  video.  I  om  enclosing  $29.95  plus  $4.10 
for  S&H  California  residents  please  add  $2  47 
sales  tax. 
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There's  Only  One  Place 
You  Can  Find  The  World's 
Leading  Specialists  For 


American  And  Global 
Depositary  Receipts 


Government  Securities 
Clearance 

Domestic  And  Global 
Custody 


Mutual  Fund 
Services 


Global  Securities 
Lending 


Stock  Transfer 
Services 


And  Corporate 
Trust. 


Specialists  In  Securities  Processing  Services. 

©1994  The  Bank  of  New  York  An  Equal  Opportunity  Lender 


We're  trying  to  add  to  it  and  move 
?  the  value  chain,"  into  computer 
msulting.  That  strategy  plays  to 
nisys'  strengths.  But  it  will  also 
wand  familiar  to  observers  of  IBM, 
hich  learned  the  hard  way  about  try- 
g  to  offset  tailing  hardware  sales 
'  peddling  advice.  -Marc  Ballon 

triking  out 

HERE  ARE  few  products  as  perish- 
>le  as  fame,  and  Forbes  smelled 
imething  rotten  when  we  looked 
publicly  listed  memorabilia  mer- 
tant  Score  Board  Inc.  last  year 
\ug.  16,  1993).  At  the  time,  the 
herry  Hill,  N.J.  outfit  had  filled  its 
irehouse  with  autographed  Joe  Di- 
aggio  baseballs,  Willie  Mays  pho- 
s  and  other  sports  mementos  with- 
it  securing  distribution  channels. 
Score  Board's  response?  It 
oved  into  more  untried  markets  for 
Ltertainment,  comic  book,  histori- 
1  and  other  memorabilia,  including 
vis  Presley  plates  and  John  Len- 
>n  shirts.  Score  Board  struck  out 
;ain,  and  last  month  it  pulled  out 
"those  markets  altogether. 
Investors  have  taken  a  shellack- 
g.  Score  Board's  stock  has  fallen 
Dm  40  in  1992  to  18  at  the  time  of 
lr  story  to  a  recent  4.  Hopes  for  a 
lly  rest  with  new  Chairman  Ken- 
:th  Goldin,  29,  whose  father  and 
ore  Board  cofounder,  Paul,  died 
May.  "I'm  not  interested  in  any 
isiness  that  isn't  profitable,"  says 
oldin.  No  doubt  his  father  would 
ive  said  the  same. 

-James  Samuelson  tm 


nneth  Goldin  (left)  with  late  father,  Paul 
vis  sold  no  better  than  DiMaggio. 
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In  1993,  one  company's  assets 

GREW  39% 
IN  A  SLUGGISH  ECONOMY. 


PORTABLE 
POWER  TOOL 


With  the  new,  lightweight  RICOH  PF-2  Portable  Fax,  you  can  keep  business 
moving  while  you're  on  the  move.  From  your  cellular  phone.  From  almost  any  phone* 
The  PF-2  provides  clear  transmission  and  reception  of  full-size  8V2  x  11  documents  virtually 
every  time.  And  the  rugged  PF-2  is  built  to  withstand  even  the  worst  road  conditions. 
It's  one  tough  little  power  tool. 


THE  NAME  TO  KNOW 


Official  Sponsor  Of  The 


*  Some  phones  may  require 
optional  coupler 

©  1993  Ricoh  Corporation 


800-63-RICOH 

Extension  1460 


USA  Volleyball  Team 
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Cellular  etiquette 

When  you  reserve  a  seat  on  one  of 
the  Long  Island  Rail  Road's  tony  par- 
lor cars  on  trains  to  the  New  York 
celebrity  resort  of  the  Hamptons,  you 
will  be  asked  whether  you  want  a 
phone-free  car.  Michael  Houghton, 
spokesman  for  the  Cellular  Tele- 
communications Industry  Associa- 
tion, knows  he  has  a  problem. 
"There  are  always  loud  and  obnox- 
ious people,1''  he  concedes.  "Put  a 
cellular  phone  in  their  hand  and  they 
become  loud  and  obnoxious  people 
with  a  cellular  phone." 

So  the  trade  association  has  com- 
missioned Judith  Martin  to  write  Miss 
Manners'  Guide  to  the  Perfectly 
Proper  Use  of  Cellular  Telephones. 

-Gary  Samuels 

Elvis  who? 

When  the  Las  Vegas  Hilton  re- 
cently gutted  Elvis  Presley's  luxury 
penthouse  suite  to  make  room  for 
new  suites,  some  expected  a  storm  of 
protest  from  the  King's  fans,  but 
there  was  nary  a  peep.  Barron  Hilton, 
whose  Hilton  Hotels  also  owns  Las 
Vegas'  Flamingo  Hilton,  says  there 
was  more  of  an  uproar  when  the 
wrecking  ball  erased  mobster  Bugsy 
Siegel's  suite  in  the  original  Flamin- 
go, complete  with  secret  escape 
routes  to  an  underground  garage. 

While  Elvis'  suite  is  gone,  the  Las 
Vegas  Hilton  has  honored  his  memo- 
ry with  a  bronze  statue  in  the  lobby. 
There's  no  such  honor  for  Bugsy.  Says 
Horst  Dziura,  president  of  the  Fla- 
mingo Hilton,  "The  gaming  com- 
mission was  not  too  crazy  about  im- 
mortalizing [ Bugsy 's  memory]." 

-Seth  Lubove 


Fielder's  choice 

Relations  between  owners  and 
players  were  already  strained  two 
years  ago  when  the  Detroit  Tigers' 
All-Star  first  baseman,  Cecil  Fielder, 
was  negotiating  his  five-year,  $35 


The  Detroit  Tigers'  Cecil  Fielder 
Bigger  paydays  to  come. 


million  contract.  So  the  slugger's 
agents,  using  his  star  status  as  a  bar- 
gaining chip,  deliberately  set  up  a 
contract  that  ensured  he'd  lose  as 
little  as  possible  if  a  strike  ensued. 

Fielder  got  $10  million  for  sign- 
ing with  the  Tigers,  took  home  $2 
million  in  salary  last  year,  and  ex- 
pected to  make  the  same  this  season. 
Thanks  to  the  strike-canceled  sea- 
son, he  earned  only  $1,431,600.  But 
the  way  his  contract  is  structured, 
he'll  collect  $7  million  in  salarv  next 
year.  And  in  1996.  And  in  1997. 

Fielder's  cleaning  up  elsewhere  as 
well.  Last  month  he  and  his  wife  were 
awarded  nearly  $1 .7  million  in 
damages  from  a  lawsuit  against  their 
former  interior  designer  and  land- 
scaper,  Margee  Moody- King.  After 
paying  Moody  over  $300,000  to 
fancify  their  home  in  the  affluent  Dal- 
las suburb  of  Las  Calinas,  they  dis- 
covered she  had  inflated  invoices  to 
subcontractors,  hired  incompetent 
landscapers  and  substituted  cheap 
Mexican  furniture  for  the  elegant 
stuff  they'd  paid  for.— Terzah  Ewtng 

Mean  Minsk  machine 

Veteran  bikers  Art  Balogh  and 
James  Bell,  both  45,  encountered  a 
mean  machine  while  traveling  in 


Belarus  last  year.  They  saw  a  motorcyj 
cle  made  by  the  Minsk  Motorcycle 
&  Bicycle  Plant,  on  license  from  Ka- 
wasaki. It  closely  resembles  the 
1978  Kawasaki  125cc  dirt  bike  and  j 
attracted  the  pair  because  it  was 
cheap  and  rugged. 

Balogh,  a  Miami  construction 
contractor,  and  Bell,  a  racing  engi- 
neer, knew  the  bike's  two-stroke 
engine  was  too  dirty  to  meet  U.S. 
emission  standards.  But  it  would 
get  by  in  Latin  America.  They  negotj 
ated  distribution  rights  to  the  mo- 
torcycle in  the  Americas,  and  since 
January  have  been  importing  and 
selling  the  bikes  in  Mexico  and 
throughout  Central  and  South 
Anerica — under  the  name  Minsk  of 
the  Americas,  Inc. — for  $1,500 
apiece.  So  far  this  year  they've  sold 
300,  and  Balogh  expects  the  busi- 
ness to  grow  to  10,000  units  a  year. 

Next  the  pair  plan  to  import 
three-wheeled  motorcycles  from  the 
former  Soviet  Union.  Like  the  two-' 
wheelers,  they're  simple  but  reliable 
"As  we  know  from  being  threat- 
ened by  them  for  40  years,"  says  Ba] 
logh,  "the  Russians  are  pretty  good 
engineers."  -R.  Lee  Sulliva] 

Boxing  Ameritech 

A  few  years  ago  actress  Kim  Ba- 
singer  backed  out  of  a  contract  to  st3 
in  the  movie  Boxing  Helena,  and  the 


18 
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poducer,  Main  Line  Pictures,  sued 
ier  for  breach  of  contract,  winning 
n  $8.9  million  jury  award.  Basinger  is 
ppealing  but  meantime  has  filed 
:>r  bankruptcy  protection. 

Basinger's  travails  have  spread  to 
Lmeritech  Corp.,  the  Chicago-based 
egional  phone  company.  In  1989 
lasinger,  who  is  a  native  Georgian, 
;ot  Ameritech's  pension  fund  to 
onsider  backing  her  in  a  deal 

0  turn  tiny  Braselton,  Ga.  (pop. 
•37)  into  an  East  Coast  entertain- 
lent  center. 

Ameritech  put  up  $18.7  million 

1  cash  for  the  purchase  of  some  real 
state;  Basinger  put  up  nothing. 

'he  Bank  of  Braselton  also  was  ac- 
uired  for  another  $1 .3  million.  Ba 
inger  kicked  in  $325,000  of  her  own 
loney  for  95.1%  ownership;  the  re- 
laining  $975,000  she  borrowed 
fom  Ameritech  in  the  form  of  an 
nsecured  loan. 

Ameritech  is  considering  putting 
ne  real  estate  up  for  sale.  On  Sept.  22 
ie  bank  was  auctioned  off  as  part  of 
•asinger's  liquidation,  but  Ameritech 
;  just  one  of  her  many  unsecured 
reditors.  —Matt  Wai.sh 


)n  target? 

iUN  DEALER  Robert  Arwady  had  a 
it  on  his  hands  when  he  opened 
louston's  Southwest  Tactical 
.ange  last  January.  For  $25  an  hour, 
lus  the  cost  of  the  ammunition, 
un  enthusiasts  could  try  their  skills 
nth  ferocious  firepower  like  the  Is- 
idi  Uzi  or  a  9mm  MP5  machine 
un.  For  those  wanting  to  test  their 
erve,  Arwady  offered  a  special:  You 
ould  test  your  reflexes  by  bursting 
lto  rooms  holding  good -guy  and 
ad -guy  pop -up  targets. 

But  soon  after,  the  federal  gov- 
rnment  banned  the  import  of  rela- 
vely  cheap  Chinese  ammunition, 
his,  coupled  with  Winchester's  deci- 
on  to  sell  its  Black  Talon  ammuni- 
on  only  to  police,  sent  shooters  scur- 
png  to  stockpile  ammo.  The  price 
f  ammunition  shot  up,  with  the  cost 
f  one  popular  round  jumping  40%. 
irwady's  business  dried  up  for  a 
rhile,  but  apparently  the  urge  to 
last  away  runs  deep,  and  business  is 
icking  up  again.  "Getting  warmed 
p  for  hunting  season,"  Arwady  re- 
orts.    -Christopher  Palmkri  M 
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Its  investment  portfolio  is 
unsurpassed  in  strength. 


Today's  Municipal  Bond  Market 
May  Signal  Opportunities  For 
Aggressive  Investors. 

Fidelity  Spartan  Aggressive  Municipal  Fund 

As  the  economy  improves,  long-term,  lower-quality  municipal  bonds  are  poised  to  benefit 
from  the  upgrading  of  municipal  credit-quality.  These  ratings  may  provide  an  opportunity 
for  investors  seeking  potential  capital  appreciation  and  aggressive  tax-free  income. 

Spartan  Aggressive  Municipal  Fund  can  help  you: 

•  Realize  high  potential  federal  tax-free  yields  from 
medium-  and  lower-quality  municipal  bonds.  These 
securities  entail  more  risk  than  higher-quality  securities. 

•  Benefit  from  Fidelity's  extensive  research  expertise  in 
this  highly  specific  sector  of  the  municipal  market. 

•  Enjoy  all  the  benefits  of  Fidelity's  Spartan®  Approach. 

Past  performance  is  no  guarantee  of  future  results  and 
you  may  have  a  gain  or  loss  when  you  sell  your  shares. 
Minimum  investment:  $  1(),(X)(). 

Call  24  hours  1-800-544-3925  to  learn  more. 


Spartan  Aggressive 
Municipal  Fund 

Current  Yield* 

6.36% 

Tax  Equivalent  Yield 

136%  Tax  Rate) 

9.94% 

One  Year** 

(Avg.  Annual  Return) 

73% 

Life  of  Fund** 

(Avg  Annual  Return) 

3.23% 

Fidelity 


Investments* 


2r 

'30-day  yield  as  of  9A)/94.  Yield,  share  price  and  return  will  vary.  Average  annual  returns  for  the  1  -year  and  life  of  fund 
periods  (commencement  of  operations  4/29/93)  ended  6/30/94.  The  hind  charges  a  1%  redemption  fee  on  shares  held 
less  than  180  days.  **Total  return  includes  the  change  in  share  price,  reinvestment  of  dividends  and  capital  gains  and  the 
effect  of  the  $5  close-out  fee.  For  more  complete  information,  including  charges  and  expenses,  call  for  a  free  prospectus 
Read  it  carefully  before  you  invest  or  send  money.  Fidelity  Distributors  Corporation. 


Investor's 
Business  Daily 

FREE  For  2  Weeks! 

Just  call  the  toll-free  number 
listed  below  and  you'll 
receive  2  weeks  (10  issues) 
of  Investor's  Business  Daily 
ABSOLUTELY  FREE! 
No  strings  attached. 


Investor^Bminess  Daily 

miM  TK  PLUG  Oft  POBUC  TV? 

Investor's 
Business  Daily 
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Lawyer-free  zone 

Sir:  Re  "Markets  and  the  rule  of  law" 
(Sept.  12).  The  breath  of  fresh  air  I 
found  in  China  was  the  lack  of  attor- 
neys at  every  meeting.  America's  car- 
cinogen over  the  last  40  years  has  not 
been  the  Communism  we  so  feared, 
but  our  own  brand  of  Legalism. 
American  business  carries  this  huge- 
load  of  regulations,  laws,  attorneys 
and  litigation  on  its  back  like  some 
ever-growing  parasite. 

I  was  taught  by  my  schoolteachers 
and  attorney  father  to  worship  the 
American  system  of  laws  as  the  bas- 
tion for  human  and  business  relation- 
ships. I  now  believe  it  has  choked  out 
the  system  of  integrity  and  relation- 
ships it  was  designed  to  support.  Only 
a  fool  would  make  a  business  deal  on  a 
handshake  in  America  today,  yet  that 
brand  of  trust  was  crucial  to  the  build- 
ing of  America. 

From  his  lofty  Legalist  perch  Mr. 
Zirin  closes  his  article  with  a  remark 
that  the  legal  and  corresponding  po- 
litical systems  may  take  another  dy- 
nasty or  two.  If  he  means  before  they 
become  like  America's,  I  hope  for  the 
sake  of  the  Chinese  they  postpone 
them  much  longer  than  that. 
-S.R.  Hinds 
Houston,  Tex. 

Mortarboard  savings 

Sir:  "Time  bomb"  (Sept.  12)  claimed 
that  legislation  I  have  introduced  to 
enhance  state-sponsored  college  sav- 
ings plans  was  "one  more  entitlement 
of  unknown  future  cost."  My  bill 
does  not  jeopardize  state  tax  dollars, 
but  provides  all  families  with  an  ave- 
nue to  save  for  their  future.  By  provid- 
ing an  incentive  for  Americans  to  save, 
we  can  help  offset  the  tremendous 
increases  in  tuition  without  massive 
new  expenditure  for  government- 
backed  student  loans  and  grants. 
-Mitch  McConnell 
U.S.  Senator  (R-Ky.) 
Washington,  D.C. 

School  daze 

Sir:  Thomas  Sowell's  column  "Let- 
ting in  the  light"  (Sept.  12)  was  dead 
on  target.  I  entered  graduate  school  at 
47  so  I  could  eventually  teach  at  the 
college  level.  After  25  years  in  busi- 
ness, I  was  shocked  to  encounter  in- 


structors who  were  disorganized, 
slovenly  in  their  approach  to  responsi- 
bilities, and  rude  and  offensive  to 
students.  Now  that  I  am  teaching  part 
time  at  the  undergraduate  level,  I  am 
even  more  horrified  by  the  apathy  and 
antics  of  some  of  my  colleagues. 
Schools,  as  well  as  instructors,  have 
customers.  However,  until  account- 
ability in  education  becomes  a  reality, 
we  will  continue  to  give  the  most) 
important  jobs  to  those  who  are  pro- 
foundly inadequate  for  the  task. 
-Rex  Mobley 
Keller,  Tex. 

Taking  the  Fifth 

Sir:  Re  "Don't  get  taken"  (Sept.  12) 
If  the  Fifth  Amendment  had  as  manw 
supporters  as  the  First  Amendment'; 
freedom  of  speech,  most  of  the  ridicu 
lous  spending  projects  of  the  liberals' 
would  never  happen.  Most  "pork' 
projects  could  not  pass  the  test. 
-Jack  C.  Stires 
Ran  elm  Santa  Fe,  Calif. 

Duking  it  out 

Sir:  Re  "Safe  when  used  properly'] 
(Aug.  15).  Derivatives  do  not  mak^ 
nor  do  they  lose  money,  people  do 
Unfortunately,  some  houses  (people' 
which  should  use  derivatives  only  aa 
protection,  choose  to  use  them  tc 
speculate. 

-RODOLFO  AmORESANO 
Manajjinjj  Director 
Nomura  Securities  International 
New  York,  N.T. 

Sir:  Most  mutual/money  fund  inves 
tors  would  probably  not  understand 
the  risks  spelled  out  by  a  prospectus 
They  should  not  have  to  worn,'  abou 
a  young  gunslinger  managing  the  re 


Do  we  need  protection  from  derivatives? 
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irn  by  tossing  about  some  of  the  live 
renades  in  his  derivatives  arsenal. 
pARROLL  M.  RlCKARD 
ake  Bluff,  III. 

r:  As  a  general  partner  of  a  firm 
•ecializing  in  derivatives  trading,  I 
>n't  attempt  to  make  soap,  and 
lerefore  think  it  only  equally  smart 
ir  the  treasurer's  office  of  Procter  & 
amble  to  avoid  trying  to  make  deriv- 
ives  a  profit  center. 
Michael  D.  Greenbaum 
eneral  Partner 
he  O'Connor  Partnerships 
iradise  Valley,  Ariz. 

ji  act  of  charity 

R:  Re  "Time  to  refinance  your  es- 
te?"  (Aug.  15).  The  charitable  re- 
ainder  trust  was  designed  by  Con- 
ess  as  deliberate  public  policy  to 
icourage  charitable  giving.  Used 
operly  with  requisite  donative  hi- 
nt, charitable  life  income  trusts  of- 
n  enable  donors  to  leverage  their 
lilanthropic  capability  and  to  re- 
ive financial  benefits  as  a  result. 
David  L.  Mitchell 
vecutive  Vice  President 
ripps  Foundation  for  Medicine 
&  Science 
i  folia,  Calif. 

bto,  we're  still  in  Kansas 

R:  Re  "Getting  the  middleman's 
are"  (July  4).  My  father,  a  Kansas 
pin  dealer,  competed  with  co-op 
ain  elevators  all  through  the  1950s, 
)60s  and  1970s.  He  paid  big  taxes 
I  of  those  years,  while  the  co-op 
ain  dealers  around  him  were  tax 
empt.  I  think  you  owe  it  to  the 
aders  of  Forbes  to  look  into  this 
id  report  the  rest  of  the  story. 
udy  Shireman 
in  Francisco,  Calif. 

ye-bye  Ivy 

R:  Re  "Mortarboard  portfolio" 
\u£f.  29).  If  you'd  expect  to  pay 
109,000  for  an  undergraduate  de- 
ee  at  Wellesley,  why  not  put  the 
sh  in  an  8%  investment  and  use  the 
turn  to  send  your  child  to  a  good 
ite  college?  It's  unfortunate  that  an 
y  League  degree  with  its  prestige 
id  connections  would  be  considered 
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It  has  received  the  highest 

possible  ratings  from 
Standard  &  Poor's,  A.M.  Best 
and  Duff  &  Phelps.* 


AN  ENVIRONMENTAL  REVOLUTION 
FROM  TOP  TO  BOTTOM. 


Something  enlightening  is  taking  place. 
A  historic  partnership  between  the 
federal  government  and  America's 
business  community  to  protect  the 
environment  by  promoting  the  use  of 
revolutionary  lighting  technologies  that 
reduce  pollution. 

Green  Lights,  a  voluntary  corporate 
initiative,  encourages  the  use  of  energy- 
efficient  lighting  where  it  is  profitable  and 
where  lighting  quality  is  improved. 
Through  this  initiative,  over  1500  major 
corporations  have  already  agreed  to  reduce 
emissions  of  greenhouse  gases  and  help 
curb  acid  rain  and  smog  by  voluntarily 
upgrading  their  lighting  systems. 

To  learn  more  about  the  environmental 
benefits  of  energy-efficient  lighting  and 
how  you  and  your  company  can  profit 
from  it,  call  (202)  479-6936.  Or  write,  Green 
Lights,  U.S.  Environmental  Protection 
Agency,  Global  Change  Division,  401  M 

^en  st^(     St.  S.W.  (ANR-445), 
£%\   Washington D.C. 20460. 
|  ^9tffa  \    The  environment  and 
\  ^wf^rg    your  accountants  can 
pro^      breathe  a  little  easier. 


More 


■ 


■ 


legroom 


With  World  Business  Class 
from  Northwest  Airlines  and 
KIM,  you'll  enjoy  more  per- 
sonal space  than  any  other 
worldwide  airline.  With  the 
American  Express*  Card, 
you'll  enjoy  the  security  of 
more  than  1,700  Travel 
Service  locations  around  the 
globe.  Together,  we  bring  a 
world  of  comfort  to  interna- 
tional business  travel.  For 
reservations  or  information, 
call  your  travel  agent  or 
Northwest  at  1-800-447-4747 
or  KIM  at  1-800-3-747-747. 


good. 


1 994  Northwest  Airlines  Inc  and  KLM  World  Business  Class  services  available  on  KLM  747  s  and  MD-1 1  s  and  Northwest  747's  and  DC-10 


Northwest  Airlines,  KLM  and  American  Express -worldwide  comfort. 

World  Business  Class 


(WJ  NORTHWEST 

V_y  AIRLINES 


.... 


KLN 


no  wonder  it  s 
the  fastest  growing  life 

insurance  company  in 
America?  Hartford  Life. 


In  these  uncertain  times, 
policyholders  and  investors  seek  financial  strength  and 

stability.  The  ITT  Hartford  Life  Insurance 
Companies  offer  a  conservative  investment  strategy  and 

a  184  year  tradition  of  strength  and  trust. 


"Standard  &  Poor's  AAA,  Duff  &  Phelp's  AAA,  A.  M.  Best  A++    TITUTI    |_l  A  PTf-flP 
"Among  America's  top  20  life  insurance  companies  J-  J— L    I  l/YIV  I  rv^lVI-^ 

We  Get  a  Good 
Return  on  Our  Investment. 


orth  more  than  a  B.S./M.S./Ph.D. 
om  a  good  state  school. 
fOHN  KOCZKO 

tttsburgh,  Pa. 

laving  a  ball 

[R:  Re  Fact  &  Comment  (Aug.  I). 
3ccer  is  IV2  hours  of  nonstop  action 
ith  no  tedious  commercials  and  a 
?auty  of  flow  and  action  unsurpassed 
1  the  world  of  athletics.  "Boring"  is 
1  the  eye  of  the  beholder. 
VIlCHAEL  MASTROMONICA 
Xoover,  Ala. 


le  World  Cup:  Sweden  vs.  Saudi  Arabia. 


:r:  There  is  nothing  more  boring 
tan  watching  golf  or  bowling,  yet 
ley  continue  to  do  well. 

fOHN  P.  MERLI 

m  Diego,  Calif. 

l  pill  you  can  swallow 

R:  Re  "In  bed  with  the  devil"  (Sept. 
2).  Allow  100%  tax  deductibility  of 
1  medical  care  and  people  could  pay 
leir  own  insurance  premiums  with- 
nt  a  tax  penalty.  This  could  also  solve 
le  portability  problem,  because  peo- 
le  could  pay  for  their  own  medical 
isurance  without  a  tax  penalty. 
Bert  A.  Loftman,  M.D. 
tlanta,  Ga. 

lilk  it  for  all  it's  worth 

[R:  Forbes  failed  to  mention  that 
HT  milk  is  a  lifesaver  for  people  like 
le  who  are  allergic  to  the  microbes 
lat  survive  the  usual  commercial  pas- 
urization  ("How  about  a  nice  box 
fwarm  milk,"  Aug.  29).  Many  peo- 
[e  who  think  they  suffer  "lactose 
itolerance"  probably  don't.  It  may 
;  the  bacteria  that  throw  them. 
Miller  W.  Swaney 
'wing  Hill,  Fla. 
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The  Nature  Conservancy  takes  a 
business  approach  to  protecting 
our  natural  world.  Each  day  in  the 
United  States  we  invest  in  over 
1,000  additional  acres  of  critical 
habitat  so  that  rare  animals  and 


plants  — like  this  lemon  lily- 
will  return  next  year.  Join  us,  and 
make  an  investment  in  our 
natural  heritage.  Future  return: 
isn't  that  what  investment  is 
all  about? 


Conservation  Through  Private  Action 

For  more  information,  call  toll-free  1-800-628-6860. 

(or  write  The  Nature  Conservancy.  Box  PSA,  1815  N.  Lynn  Street.  Arlington,  VA  22209) 


yiving  it 


t/ie  gas  is  nou> 
satisfying 


in  more  ways 


than 


one. 


It's  a  step  you  can't  take  anywhere  else.  Step  on  the  gas  in 
the  new  Millenia  S  and  you'll  engage  the  automotive  world's 
first  Miller-cycle  engine.  A  high-output  V6  that's  up  to  80% 
more  powerful  than  an  ordinary  engine.  It's  faster  than  the 
V8-powered  BMW  530i.*  Yet  it  uses  less  gas  so  it  pollutes  less.** 

The  Millenia  also  rewards  you  with  just  about  every  other 
kind  of  power  — windows,  locks,  seats,  even  the  steering  wheel. 
Plus  you  get  our  36-month /50,000-mile  warranty  and  24-hour 
Emergency  Roadside  Assistance. + 

For  a  free  brochure,  call  1-800-639-1000.  Or  visit  your 
Mazda  Dealer  for  a  test  drive. 


We  promise  it'll  be  a  gas. 


m  1 


i  1  1 


e  n  l  a 


*  Models  tested  with  automatic  transmission.  **EPA  estimated  28  mpg  highway/20  mpgcity.  tSee  dealer  for  details  on  limited  warranty  and  Roadside  Assistance  programs  ©  1994  Mazaa  Motor  of  America.  Inc. 


With  all  thy  getting  get  understanding" 


Fact  and  Comment 


►y  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


SOME  MEN  NEVER  LEARN 


ike  Woodrow  Wilson,  who  sent  Marines  to  Haiti  in 
915  for  a  futile  19-year  occupation,  Bill  Clinton  believes 
's  possible  to  forcibly  implant  democracy  in  hostile  soil, 
laiti  has  been  a  political  horror  for  200  years.  Father 
:an-Bertrand  Aristide,  Clinton's  would-be  Thomas  Jef- 
:rson,  did  indeed  win  nearly  70%  of  the  vote  in  1990 — 
id  then  proceeded  to  operate  like  a  terrorist,  inciting  his 


supporters  to  maim  and  murder  his  opponents. 

Why  didn't  President  Clinton  send  a  Carter-like  mission 
to  Haiti  months  ago,  as  Senator  Dole  ( R-Kans. )  and  others 
suggested?  But  better  late  than  never.  Nowthatwe'rein,let 
us  be  sure  Aristide  steps  down  when  he's  supposed  to.  Then 
Haiti  may  finally  get  a  government  that  will  unleash  this 
thus-far  benighted  nation's  enormous  economic  potential . 


FECKLESS  FED 

he  Federal  Reserve  is  making  a  mess  of  monetary  This  is  why  long-term  interest  rates  have  gone  up  in 
olicy.  In  the  name  of  fighting  inflation,  the  Fed  is    lockstep  with  the  rising  price  of  short-term  money.  If  the 


iflaming  it.  Not  since  the  1970s  has  the 
mtral  bank  engaged  in  such  destruc- 
ve  behavior.  Contrary  to  its  press  re- 
ases,  this  institution  has  not  been 
ghtening.  Instead,  it  is  raising  the  price 
f  credit  while  simultaneously  pumping 
iditional  money  into  an  already  overly 
quid  banking  system.  Look  at  the  cen- 
al  bank's  balance  sheet.  Its  assets  have 
rown  from  $396  billion  to  $418  bil- 
on  since  the  supposed  squeeze  started 
i  February.  Greenspan  &  Co.  are  still 
uying  Treasurys  in  the  open  market, 
hich  is  their  mechanism  for  adding 
ish  to  the  banks  and  the  economy. 


Observers  fear  the  Fed  overeased  last 
year  trying  to  help  the  new  President. 


Federal  Reserve  were  truly  making  mon- 
ey dearer,  the  yield  curve — the  difference 
between  long-  and  short-term  interest 
rates — would  have  narrowed  sharply. 

The  Fed's  too  stimulative  monetary 
policy  began  in  the  summer  of  1993  to 
counteract  the  depressing  effects  of  the 
Clintons'  tax  increases.  By  trying  to  help 
the  Clintons,  the  central  bank  may  end 
up  hurting  them.  Unless  Greenspan  re- 
verses course,  his  raise  interest  rates/ 
raise  inflation  actions  will  do  real  harm 
next  year,  thereby  undermining  the 
President's  best  political  talking  point, 
an  improving  economy. 


IDIOTIC 

LAN  GREENSPAN'S  pretend  tightening  has  brought  out 
ito  the  open  a  still  much-believed  economic  theory  that 
:>ntinues  to  exercise  a  damaging  impact  on  our  well- 
eing — that  there's  a  tradeoff  between  inflation  and  un- 
nployment.  The  notion  is  that  if  you  want  more  pros- 
erity  and  more  employment,  you  must  accept  more 
iflation.  Conversely,  less  inflation  means  less  economic 
rowth  and  more  people  out  of  work. 
This  is  an  amazingly  absurd  idea,  absolutely  unsupport- 
i  by  experience.  U.S.  inflation  plummeted  in  the  1980s 


AXIOM 

as  we  experienced  our  longest  uninterrupted  period  of 
peacetime  prosperity.  By  contrast,  the  1970s  saw  sluggish 
growth  while  prices  soared.  Both  Germany  and  lapan 
have  had  long  runs  of  growth  with  negligible  inflation. 

This  wacko  theory  is  known  as  the  Phillips  Curve,  but  it 
could  be  accurately  described  as  a  wild  nitch.  It  is  used  by 
economists  and  politicians  who  want  to  stimulate  econom- 
ic growth  while  simultaneously  burdening  the  economy 
with  high  taxes  and  onerous  regulations.  In  other  words, 
the  Phillips  Curve  is  a  dandy  device  to  justify  inflation. 


VENEZUELAN  VOODOO 


/hile  attention  is  FOCUSED  on  Haiti  and  Cuba,  there  is 
lother  disturbing  Latin  American  story  unfolding:  Ven- 
aiela  is  heading  for  a  crash.  President  Rafael  Caldera, 
ho  took  office  several  months  ago,  is  pursuing  policies 
lat  are  nothing  short  of  lunatic. 


Caldera  has  made  a  headlong  rush  into  state  socialism. 
The  nation's  banking  system  has  undergone  de  facto 
nationalism.  Government  printing  presses  are  working 
overtime,  churning  out  an  increasingly  worthless  currency. 
He  has  imposed  price  and  currency  controls  in  a  vain 
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attempt  to  prop  up  the  plummeting  money.  Buying  or 
selling  dollars  at  anything  other  than  the  government- 
dictated  price  can  land  you  in  jail  for  a  decade  or  more. 

Controls  naturally  breed  hoarding  and  short-   

ages.  Caldera  has  responded  by  deputizing 
Cultural  Revolution -like  vigilantes  to  harass 
supermarkets  and  grocery  stores. 

Civil  liberties  have  been  suspended.  The 
police  may  arrest  people  without  warrants, 
arbitrarily  seize  property  without  compensa- 
tion and  raid  people's  homes  without  cause. 
Numerous  business  executives  have  been 
hauled  into  police  stations  for  "question- 
ing." Criticizing  the  president  is  now  con- 
sidered treason.  At  the  major  airport  the 
police  accost  citizens  to  seize  their  credit 
cards  as  a  means  of  halting  the  outflow  of 
capital.  Needless  to  say,  private  investment 
has  withered.  The  economy  has  gone  into  reverse. 

Venezuela  is  a  salutary  lesson  on  the  baleful  impact  that 
effortless  prosperity  can  have  on  a  nation.  It  undermines 
people's  moorings,  destroying  their  sense  that  progress 


Caldera:  Throwback  to  bal- 
cony-style, populist  politics 


comes  from  hard  work  and  entrepreneurial  innovation. 

A  similar  situation  once  existed  in  Argentina.  Its  plus! 
pampas  produced  such  a  profusion  of  easy  agricultura 

  wealth  that  several  decades  ago  the  country' 

standard  of  living  was  exceeded  only  by  thos< 
of  the  U.S.  and  a  handful  of  European  nations 
But  the  no-strain  good  times  gave  people  th« 
attitude  that  they  were  entitled  to  even  morj 
and  the  belief  that  those  better  off  were  eithe] 
lucky,  wellborn  or  crooked.  These  smolder1 
ing  resentments  made  possible  the  rise  o 
populist/fascist  Juan  Peron,  whose  policies  oi 
protectionism,  high  taxes  and  regulation  pro 
ceeded  to  pulverize  his  country's  prosperity. 

In  Venezuela's  case  the  villain  has  been  oil 
the  abundance  of  which  allowed  the  govern 
ment  to  indulge  in  massive  giveaway  pro 
grams  and  which  bred  virulent  corruption. 
Like  Argentina  and  other  once  similarly  minded  na 
tions  such  as  Peru,  Chile  and  Bolivia,  Venezuela  will  lean1 
the  hard  way  that  these  statist  circuses  lead  to  shortage: 
and  lower  standards  of  living. 


A  UNIFORMLY  GOOD  IDEA 


Schools  across  the  country  should  follow  the  exam 
pie  of  Long  Beach,  Calif,  which  is  requiring  public 
school  students  to  wear  uniforms. 

The  case  for  uniforms  is  over- 
whelming. They  are  democratic:  Re- 
gardless of  background,  no  young- 
ster stands  out  because  of  his  or  her 
clothes.  Uniforms  help  sharpen  kids' 
focus  on  the  task  at  hand — school- 
work.  Too  many  students  spend  an 
inordinate  amount  of  time  worrying 
about  what  they  should  wear.  Uni- 
forms underscore  that  the  purpose 
of  school  is  learning,  not  making 
fashion  statements.  In  well-run 
schools,  uniforms  will  help  develop 
an  esprit  de  corps  that  will  improve  youngsters'  educa 
tional  performances. 


Conformity  will  help  kids  behave  better,  learn 
and  achieve  more,  in  and  out  of  the  classroom. 


are  less  likely  to  be  accosted  and  robbed  and  perhaps  ever 
shot  for  expensive  apparel  or  jewelry.  Uniforms  subtl; 

decrease  the  influence  of  gangs  whosfl 
members  have  set  themselves  apart  b| 
their  distinctive  garments.  Uniform 
also  help  identify  outsiders,  who  ar^ 
usually  at  school  to  stir  up  trouble. 

Uniforms  reinforce  a  valuable  prin 
ciple:  Judge  people  not  by  their  ap 
pearances  but  by  their  characters. 

Perverse-minded  critics  carp  thai 
such  dress  codes  will  lessen  young 
sters'  individuality.  Hogwash.  Kidj 
will  learn  that  they  can  distinguish! 
themselves  in  more  substantive  ways 
such  as  through  performance  in  aca- 
demics or  sports  or  other  extracurricular  activities,  rathei 
than  in  the  superficial  way  of  slapping  on  what  they  thinU 


Such  a  rigid  dress  code  will  aid  in  reducing  violence.  Kids    at  the  moment  is  a  smart  set  of  clothes. 

HOME  RUN 

October  1964 — by  David  Halberstam  (Villard  Books,  American  League  teams,  pretty  much  stayed  with  a  whites^ 
$24).  First-rate  sports-cum-social  chronicle  about  the  last  only  attitude.  The  book  is  chockablock  with  persona) 
season  the  New  York  Yankees  were  the  almost- 
always-unbeatable  Yankees.  Halberstam  skill- 
fully contrasts  the  club's  modus  operandi  with 
the  more  modern  style  of  the  St.  Louis  Cardi- 
nals, who  bested  the  Bronx  Bombers  in  a 
riveting  World  Series. 

After  1964  the  Yanks  became  simply  another 
team  that  occasionally  did  well.  Their  undoing 
was  rhanagement  that  was  stuck  in  old,  increas- 
ingly ineffective  ways  and  that  cut  corners  (i.e., 
shortchanging  its  once  formidable  farm  system) 
on  proven  methods.  The  Cardinals  in  particular, 
and  the  National  League  in  general,  vigorously  recruited 
black  and  Hispanic  players  while  New  York,  and  most 


vignettes  about  players,  scouts,  coaches,  fronl 
office  managers,  owners.  It  also  enables  one  tc 
understand  attitudes  that  30  years  later  led 
owners  and  players  to  collectively  self-destructj 
Excerpt:  Rickey  had  continued  to  go  after  Dei 
vine  relentlessly  but  subtly,  using  velvet  scissorsi 
"Now,  Bing  Devine  is  a  fine,  fine  man,"  hi 
would  say  to  [Cardinal  owner]  Busch  of  his 
adversary,  "a  wonderful  family  man,  one  oj 
the  best  family  men  in  our  business,  doesn'l 
drink,  doesn't  smoke,  doesn't  carouse,"  know 
ing  that  Busch,  who  did  drink,  did  smoke,  and 
did  carouse,  did  not  trust  men  who  were  too  fastidious  iri^ 
their  personal  habits. 
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The  changes  in  the  QE2  can  he 
summed  up  in  four  words:  new  face,  old  soid. 
I  serve  as  Captain  of  the  QE2. 
And  my  father  was  the  original  Captain. 
So  I  thinh  I  know  something  ahout  this  ship. 
It's  the  classic  ocean  liner,  with  hig, 
roomy  interior  spaces.  Miles  of  dechs. 
Dining  rooms  galore.  But  today  is  not  yesterday, 
and  the  new  QE2is  not  the  oldQE2. 
The  ship  has  heen  handsomely  refurbished. 
With  contemporary  puhlic  areas  and 

A 

staterooms  that  are  even  more  comtortanle. 
There's  a  new  Yacht  Cluh,  where  yon  can 
drinh  champagne  while  you  watch  the  sun  set. 
There's  a  new  first  class  lounge. 
And  an  English  Puh.  But  one  thing  that 
hasn't  changed  is  the  standard  of  service, 
which  is,  as  it's  always  heen,  unsurpassed.  After  all, 
Cunard  virtually  invented  luxury  cruising. 
Now,  you  might  say  we've  reinvented  it. 

You  won't  find  people  like 
Captain  Ronald  Warwick  on  any  other  cruise  line. 
Which  is  why  no  other  cruise  line 
can  give  you  the  experience  of  Cunard. 


Cunard.  We  make  all  the  diff 


erence. 


There's  a  Cunard  cruise  for  every  lifestyle,  for  more  information 
or  reservations  on  any  of  Cunard's  fine  ships, 
see  your  travel  agent  or  call  Cunard  for  a  complimentary  brochure 

1-800-221-8200 


CUNARD 


14  I 


Queen  Elizabeth  2 


in  Great  Britain.    ©1994  Cunard. 


"Risk.  We'll  Get  You  Over,  Under, 
Around  Or  Through  It." 


Risk  can  tear  at  the  corporate  fabric  if  it's  allowed  to. 
Since  there's  no  avoiding  risk,  you  need  a  financial  partner 
who  can  help  you  manage  it.  That's  Chemical. 

Bring  us  your  risk  problem.  We  are  active  in  all  the 


global  markets  so  we  have  the  knowledge  and  expertise  it 
takes  to  structure  exactly  the  right  solution. 

If  we  don't  already  have  an  offsetting  structure  we'll  so 
create  one.  We  can  devise  interest  rate  swaps  and  options, 


^Chemical 


ncy  swaps  and  options,  commodity  products  and  equity  The  more  we  help  you  manage  risk,  with  objective 

itive  products.  advice  and  efficient  execution,  the  more  successful 

Chemical  can  work  with  you  as  banker,  advisor,  and  we  are  in  creating  an  association  that  benefits  us  both, 
ig  and  investment  partner,  anywhere  in  the  world.  Without  letting  risk  deter  you. 


Expect  more  from  us: 


©  1994  Chemical  Banking  Corporation 


Other  Comments 


Spinning  Its  Wheels 

Federal  reserve  policy  is  bound  to 
slip  tiirther  on  a  treadmill  that  expands 
the  supply  of  dollars  in  relation  to 
dollar  demand  even  as  it  believes  it  is 
"tightening11  by  raising  interest  rates. 

The  objective  should  not  be  to 
"restrain  credit,11  but  to  remove  in- 
flationary expectations  that  have 
crept  into  the  markets  due  to  an  ex- 
cess of  dollar  supplv  relative  to  dollar 
demand.  Greenspan  [is]  led  down  the 
wrong  path  on  the  assumption  that  a 
higher  cost  of  credit  will  lead  to  a 
higher  price  for  money.  The  price  of 
credit  is  its  interest  rate;  the  price  of 
money  is  its  purchasing  power.  At 
present,  the  Fed  is  using  monopoly 
power  to  fix  the  price  of  credit  instead 
of  the  price  of  money  and  is  getting 
nowhere  in  the  fight  against  inflation. 
-Jude  Wanniski  and  David  Gitlitz, 
Polyconomics,  Inc. 

No  Slick  Solutions 

The  causes  of  the  Venezuelan  crisis 
are  of  a  moral  and  political  nature,  and 
they  must  be  attacked  with  political 
reforms  such  as  creation  of  an  indepen- 
dent judiciary,  strengthening  parlia- 
mentary controls,  reorganizing  the 
party  system  and  reforming  the  elec- 
toral laws.  Economically,  this  country 
could  heal  itself  quickly  if  its  oil  reve- 


nues— substantial  despite  low  current 
market  prices — would  be  supple- 
mented by  fair  fiscal  and  sound  budget 
policies  and  a  reasonable  trimming  of 
the  excess  fat  in  the  government  bu- 
reaucracy. Venezuelans  often  draw  a 
parallel  between  their  crisis  and  that  of 
Italy.  But  in  that  country'  the  cleansing 
and  restructuring  process  is  well  un- 
derway; here  it  has  hardly  begun. 
-Peter  Gaupp, 
Swiss  Review  of  World  Affairs 

Timeless  Truth 

I  was  convinced  that  efficient  honest 
administration  of  the  vast  machine  of 
the  Federal  government  would  appeal 
to  all  citizens.  I  have  since  learned  that 
efficient  government  does  not  inter- 
est the  people  so  much  as  dramatics. 
-Herbert  Hoover,  quoted  in 
American  Heritage 

Youthquake 

A  national  survey  shows  a  dramatic 
shift:  In  1992, 18-to-29-year-old  vot- 
ers were  among  Bill  Clinton's  most 
loyal  supporters;  now  they're  his 
worst  group.  They  also  have  the  high- 
est expectations.  "They  want  him  to 
deliver,11  says  [a]  Democratic  pollster. 
"Voters  like  him  because  they  might 
meet  him  at  McDonald's.  They  don't 
want  him  to  write  health  care  there." 


The  youthful  dismay  is  also  bad  new; 
for  Democrats,  and  they  know  it.  Petei 
Hoagland,  a  Nebraska  House  Demo 
crat  treading  water,  calls  Clinton  "art 
enormous  liability.  I'm  like  a  scub; 
diver  carrying  two  to  three  times  a; 
much  weight  as  normal."  If  Hoaglanc 
and  at  least  25  other  Democrats  arc 
replaced  by  Republicans  this  fall,  Clin 
ton  will  have  to  reinvent  governing. 
-Gloria  Borger, 

U.S.News  &  World  Report 

Only  organizations  which  con- 
tribute to  mankind  will  last; 
those  organizations  which  lack 
humanism  and  morality  can 
never  become  premier  compa- 
nies and  will  not  endure. 
-Kun-Hee  Lee,  chairman,  the 
Samsung  Group,  from  Samsung 
management  guidebook 

Stop  the  Insanity 

In  one  well-publicized  example  o 
Jean-Bertrand  Aristide's  reputed  ex 
cesses,  he  advocated  the  practice  r> 
"necklacing"  opponents  in  a  Sept 
27  [1991]  speech.  The  practice- 
also  called  Fere  Lebrun,  after  a  tin 
importer — involved  placing  a  gaso 
line-soaked  tire  around  a  victim' 
neck  and  setting  it  alight.  Aristid« 
was  reported  as  saying,  "Isn't  it  ; 
beautiful  appliance?  It  is  beautiful,  i 
looks  sharp.  It  is  fashionable,  it  smell 
good  and  wherever  you  go  you  wan 
to  breathe  it." 
-Facts  On  File 

Brave  New  World 

An  acquaintance  of  mine,  trying  tc 
seduce  a  pretty  girl  in  a  San  Francisco 
bar,  learned  in  rapid  succession  tha 
the  girl  used  to  come  from  tin 
Bronx,  used  to  be  a  hairdresser,  used 
to  be  Jewish,  and,  somewhat  discon 
certingly  for  my  acquaintance,  usee 
to  be  a  man.  Such  are  the  possibilitie 
open  to  the  entrepreneurial  imagina 
tion  in  a  New  World. 
-Nelson  W.  Aldrich  Jr., 
Old  Money  ■ 
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Our  international  service, 
Available  in  small,  medium  and  large. 

No  matter  what  kind  of  cargo  you're  shipping,  no  one  takes  it  over  there  like  FedEx®  From  a  few  ounces  to 
shipments  over  500  pounds.  Just  call  1-800-247-4747*,  and  we'll  make  shipping 
overseas  as  easy  as  shipping  next  door.  Our  most  important  package  is  yours®. 

Federal  Express 

©1994  Federal  Express  Corporation.  »TDD.  1-800-238-4461 


Equitable  is  The  Equitable  Companies  Incorporated  Life  insurance  and  annuity  contracts,  including  variable  annuities  and  variable  life  insurance,  are  issued  by  The  Equitable  Life  Assurance  Society  of  the  United  States  or  Equitable  Vi 


What  if  I  h  ave 
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pension  plan: 


■ 


Scary  thought.  When  you  work  for  yourself,  you've  got  to  take  care  of  yourself.  (Unless 
you  expect  to  work  forever. ) 

Fortunately,  Ecjuitable  has  some  unusually  easy  ways  for  you  to  sock  it  away  for  tomorrow. 
AM?  can  introduce  you  to  an  array  of  mutual  funds,  variable  annuities  and  life  insurance  —  ideas 
to  help  you  plan  the  future  —  some  that  even  help  defer  taxes. 

To  find  out  more  about  these  products,  including  charges  and  expenses,  ask  your  agent  for  a 
prospectus.  Be  sure  to  read  it  carefully  before  you  invest  or  pay  money. 

And  d  o  it  soon .  Of  all  the  things  you  have  to  do  for  yourself  now,  this  one's  for  tomorrow. 
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open. 


Cotnmunicate 
with  vision. 


The 


»f Immi  mm  t  ran  ,  i 
?«»:"» «  nail  i  iint  i  <■■  ant 

r-  emrnt  1 1  iiu  »      ■■»  •Mir ii 

. »»«  >«  una*  >  *  «r.n  at  nat  mutt 

ii  <  sua!  «  >•*■»  <  ■  mr  *■»  w  .ai  «  mmm  « ■ ' 


Dial  calls  with  your  voice. 


to 


will  be  UP 

you. 


Let  your  computer 
work  the  phones. 


Where  does  your  business  want  to  go? 
And  what  do  you  want  to  do? 

Want  to  roll  out  a  better  way  to  work 
in  over  70  countries,  without  leaving  head- 
quarters? Go  to  a  conference,  right  now, 
on  the  other  side  of  the  country?  Pop  up 
information  on  your  customers,  the 
second  you  take  their  calls? 
With  a  little  help,  you  can.  AT&T 
Global  Business  Communications 
Systems  can  give  you  the  communi- 
cations equipment  and  support  to  do  all 
these  things  today.  And  we  can  take  your 
S)  sfems  and  make  them  do  things  you 


never  imagined.  Because  the 
future  is  about  turning  what's 
possible  into  what's  real.  Working 
the  way  you  want  to,  instead  of  how 
you  have  to.  Anytime,  anywhere. 

You  can  make  great  things  happen 
for  your  business.  Starting  now.  Just  ca 
AT&T  at  1 800  325-7466,  ext,*385. 


AI&T.  Where  innovation  leads. 


AT&T 


©1994  xraa" 


Commentary 

n  events  at  home  and  abroad 


y  Caspar  W.  Weinberger,  Chairman 


AN  ELEGANT  NEW  PROPOSAL 


ECENTLY,  A  NEW  proposal  to  improve  the  capital  gains 
x  has  been  made  that  is  elegant  in  its  simplicity  and  is 
tonishing  in  that  it  helps  the  taxpayer,  the  Treasury  and 
e  economy  while  hurting  no  one. 
The  capital  gains  tax  illustrates  better  than  any  other 
;ue  the  difference  between  Republican  and  Democratic 
onornic  policies.  Historically,  Democrats  favor  a  high 
pital  gains  tax  because  they  believe  that  it  primarily  hits 
e  rich  (thinking  only  the  rich  own  stocks  or  real  prop- 

ty),  that  it  brings  a  fair  amount  of  rev-   

me  into  the  Treasury  for  politically 
>pular  spending  programs,  and  that 
coring  it  brings  little  political  pain. 
Republicans  think,  generally,  that  the 
pital  gains  tax  discourages  develop- 
ent  and,  because  people  keep  their 
sets  "locked  up"  to  avoid  the  tax,  dis- 
mrages  the  realization  of  gains  that 
>uld  be  used  for  new  job-producing 
vestment,  thereby  helping  the  econo- 
y  and  people  of  all  income  levels. 
The  new  proposal,  devised  after  many 
ars  of  study  by  John  P.  Renshaw,  an 
IT  graduate  and  an  investment  coun- 
lor  in  San  Francisco,  offers  taxpayers 
i  alternative  to  the  28%  capital  gains 
x.  This  alternative  is  a  10%  sales  tax  on  the  amount 
lyone  receives  for  the  sale  of  stocks  or  real  estate  held 
r  five  years  or  longer.  This  would  be  most  attractive  to 
vners  who  acquired  their  property  at  very  low  cost,  mea- 
red  by  today's  prices.  For  others  the  existing  capital 
dns  tax  would  be  less  costly  and  would  be  used. 
An  examination  of  stock  prices  and  other  data  indicate 
at  for  most  owners  whose  initial  stock  cost  is  64%  or  less 
an  the  current  selling  price  of  their  stock,  the  proposed 
)%  sales  tax  would  be  better  than  the  capital  gains  tax. 
at  if  their  cost  is  80%,  then  the  28%  tax  would  be  better. 
The  prime  purpose  of  Renshaw's  proposal  is  to  encour- 
;e  more  holders  of  low-cost  properties  to  sell  them, 
ereby  unlocking  and  using  the  capital  gains.  This  would 
cure  approximately  $30  billion  a  year  in  new  revenue 
r  the  Treasury  that  isn't  being  realized  now  because  the 
gh  capital  gains  tax  is  a  disincentive  for  these  owners  to 
11.  Another  benefit  is  that,  because  this  is  a  sales  tax,  the 
ternative  eliminates  the  need  to  calculate  the  cost  of 


John  Renshaw:  Designer  of  a  new 
capital  gains  proposal. 


assets,  which  can  be  difficult  and  expensive. 

Since  many  low-cost  property  owners  do  not  sell  their  prop- 
erty during  dicir  lifetime,  the  government  does  not  realize  any 
capital  gains  tax  revenue  until  an  owner's  death,  after  which 
the  property  is  revalued.  Would  this  proposal  be  enough  to 
unlock  these  capital  gains?  There  is  some  interesting  evidence: 
■  In  1972  the  capital  gains  tax  was  35%,  and  about  $5.7 
billion  was  paid  in  capital  gains  taxes.  In  1981  the  Reagan 
tax  cut  reduced  capital  gains  taxes  to  20%;  subsequently, 

  nearly  $13  billion  in  capital  gains  was 

paid  to  the  Treasury,  proving  the  fre- 
quently made  point  that  government 
gets  more  revenue  when  taxes  are  cut. 
■  During  the  heyday  of  leveraged  buyouts 
(1984  to  1989),  absurdly  high  prices 
were  offered  for  stocks  so  the  buyers 
could  gain  control  of  certain  corpora- 
tions. That  proved  to  be  a  strong  enough 
inducement  for  vastly  increased  sales  and 
realized  capital  gains.  Indeed,  total  real- 
ized gains  increased  from  $122  billion  in 
1983  to  $326  billion  in  1986,  with  Trea- 
sury revenue  increasing  from  $18.5  bil- 
lion in  1983  to  $49.7  billion  in  1986. 

Given  these  figures,  it  seems  clear  that 
with  sufficient  inducement  longtime 
owners  of  low-cost  property  are  willing  to  unlock  and  sell. 

Renshaw's  estimate  of  a  yearly  $30  billion  in  new  rev- 
enue for  the  Treasury  is  based  on  data  showing  that  there 
is  about  $5  trillion  in  accrued  and  unrealized  capital  gains 
from  stocks  and  real  estate.  Of  this  huge  sum,  taxable 
individuals  own  about  $800  billion  in  stocks  and  $1.6  tril- 
lion in  real  estate.  If  the  alternative  tax  induced  the  sale 
and  realized  the  gains  of  50%  of  these  locked-up  stocks 
and  30%  of  the  real  estate,  over  a  three-year  period  there 
would  be  $30  billion  a  year  in  new  revenue  for  the  Trea- 
sury. And  because  there  wouldn't  be  an  incentive  to  lock 
up  assets,  the  benefits  to  the  Treasury  should  be  ongoing. 

As  long  as  there  is  a  Democratic  majority  in  the  Senate, 
there  is  no  likelihood  of  the  best  result:  the  repeal  of,  or 
a  drastic  reduction  in,  the  capital  gains  tax.  But  Renshaw's 
proposal  seems  to  be  an  alternative  that  Congress  could 
accept,  applying  it  to  the  long-held,  low-cost  assets.  It  is 
a  simple,  elegant  and,  I  think,  highly  desirable  plan  that 
warrants  careful  study  and  rigorous  analysis.  S% 
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"Once  you  understand  the  basic  swing,  it's  just  a  mattei] 
of  adapting  it  to  different  situations." 


Whether  it's  the  proper  routing  of  the  full 
swing,  or  escaping  a  deep  greenside  bunker, 
David  Leadbetter  has  always  had  a  unique 
ability  to  help  golfers  visualize  and  master 
the  proper  technique. 

His  gift  as  a  communicator  and  his 
adaptability  make  Leadbetter  one  of  golf's 
most-sought-after  teachers.  His  student  list 
includes  many  of  the  world's  top  players 
because  instead  of  shaping  the  golfer  to  fit 
the  game,  he  shapes  the  game  to  fit  <jsr, 


David  Leadbetter 


the  golfer.  For  Leadbetter,  golf  instructiol 
is  more  art  than  science.  "When  I  first  se 
someone,"  he  says,  "I  have  a  vision  of  how  I" 
like  to  see  that  person  play.  Everything  I  c 
works  toward  that." 

For  a  master  teacher  who  has  devoted  h 
career  to  helping  golfers  build  consisten 
dependable  swings,  it's  hardly  surprising  th« 
he  has  long  favored  a  timepiece 
remarkable  for  its  consistent  ^ 
performance.  Rolex.  ROLE 3 


Rolex  Oyster  Perpetual  Day  -Date  Chronometer  in  18kt  gold  with  matching  concealed-clasp  President  bracelet. 
Write  for  brochure.  Rolex  Watch  U.S.A.,  Inc.,  Dept.  391  ,  Rolex  Building.  665  Fifth  Avenue,  New  York,  N.Y  10022  5383. 
Rolex,  #,  Oyster  Perpetual.  Day-Date  and  President  are  trademarks. 
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The  Forbes/Gallup  Poll  of  Chief  Executives 


Do  you  generally  approve 
of  the  job  Bill  Clinton 
is  doing  as  President? 

CEOs 

This  quarter  12% 
Last  quarter  H  21% 

General  public 
This  quarter  4( 

Last  quarter 


Over  the  next  six  months,  do  you 
expect  the  overall  U.S.  business 
climate  to  get  better,  worse  or 
remain  about  the  same? 

Better 

rhis  quarter 
_ast  quarter 

rhis  quarter 
_ast  quarter 

rhis  quarter 
_ast  quarter 


What  do  you  feel  are  the  most 
important  foreign  policy  problems 
facing  the  U.S.  today? 

Top  6  responses 

Korea /North  Korea 
Lack  of  clear  polic 
Trade  issi 
Russi 
Hai 
Bos 


f  North  Korea  develops  a  nuclear 
jomb,  do  you  think  the  U.S.  should 
Jo  to  war  to  destroy  that  country's 
mclear  capabilities? 

Yes 
No 

No  opinion  WVft 


Do  you  think  the  Clinton 
Administration  has  an  overall 
strategy  for  foreign  policy  or 
does  it  mostly  react  to  foreign 
policy  problems  as  they  arise? 

Strategy  i% 
Reacts  98°/< 


>o  you  think  the  countries  of  the 
European  Union  and  Japan  practice 
nostly  fair  trade  or  mostly  unfair 
:rade  with  the  U.S.? 


European 

Fair 
Infair  FTOfl 


Union 


Japan 
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After  narrowly  sidestepping  em- 
barrassment in  Haiti,  perhaps  Presi- 
dent Clinton  should  now  send  Jim- 
my Carter,  Colin  Powell  and  Sam 
Nunn  to  plead  his  case  to  the  na- 
tion's top  business  leaders.  According 
to  the  second  Forbes/Gallup  Poll 
of  Chief  Executives,  in  the  opinion  of 
business  leaders  the  White  House  is 
going  downhill,  fast. 

The  results  came  from  telephone 
interviews  conducted  in  late  summer 
with  304  chief  executives  whose 
names  were  drawn  from  a  list  of  865 
of  the  country's  largest  companies. 
The  poll  shows  that  only  12%  of  the 
executives  approve  of  Clinton's 
overall  job  performance,  while  88% 
disapprove;  there  were  no  fence-sit- 
ters. That  compares  with  a  21%  ap- 
proval rating  the  last  time  we  polled 
the  bosses,  back  in  March  and  April, 
when  75%  disapproved  and  4%  had 
no  opinion.  Clinton  fares  somewhat 
better  with  the  public  as  a  whole, 
but  his  support  has  been  dropping 
there,  too.  Among  all  Americans, 
polled  separately  by  Gallup  in  the 
July-August  period,  only  40%  ap- 
proved of  the  job  he  was  doing,  down 
from  51%  in  the  prior  quarter.  After 
White  House  emissaries  convinced 
Haiti's  junta  leaders  to  step  down, 
the  general  public's  approval  of  Clin- 
ton increased  by  8  percentage 
points,  but  even  so  his  standing  was 
below  its  springtime  level. 

In  general,  71%  of  the  executives 
responding  to  the  Forbes/Gallup  poll 
say  they  are  dissatisfied  with  the  way 
things  are  going  in  the  country,  76% 
disapprove  of  the  way  Clinton  is 
handling  the  economy  and  51%  don't 
like  how  he's  dealing  with  interna- 
tional trade. 

The  economic  recovery  seems  to 
be  in  the  final  stages.  Just  23%  of  the 
executives  say  they  expect  things  to 
get  better  in  the  next  six  months,  13% 
say  worse  and  64%  say  they  should 
remain  about  the  same.  Last  quarter, 
50%  said  they  expected  the  business 
climate  to  improve,  only  5%  said 
worse  and  45%  said  the  same. 

The  bosses  think  Clinton  is  doing 
a  particularly  lousy  job  when  it  comes 


to  foreign  policy  leadership.  A  stag- 
gering 94%  of  the  executives  disap- 
prove of  his  performance  in  this 
area.  Only  1%,  in  fact,  think  the  Ad- 
ministration even  has  an  overall 
strategy  for  foreign  policy,  while  98% 
believe  Clinton  merely  reacts  to  cri- 
ses as  they  pop  up. 

Not  that  the  business  people  are 
terribly  concerned  about  Haiti  or 
Bosnia.  By  a  wide  margin  of  77%  to 
20%,  they  opposed  using  American 
military  force  to  restore  a  democrat- 
ic government  in  Haiti.  Only  25%  say 
we  should  be  playing  a  more  active 
role  in  Bosnia,  while  30%  think  we 
should  be  doing  less  and  42%  think 
we're  doing  about  what  we  should 
be  doing. 

We  asked  each  executive  to  cite 
the  two  or  three  most  pressing  foreign 
policy  problems.  Topping  the  list 
was  Korea  (21%),  reflecting  concern 
about  nuclear  weapons  develop- 
ment in  North  Korea.  The  next  most 
mentioned  problem  (19%)  was  the 
lack  of  a  clear,  decisive  or  consistent 
foreign  policy.  Then  came  trade  is- 
sues (15%),  Russia  (13%),  Haiti 
(12%),  Bosnia  (10%)  and  China 
(9%).  Worries  about  immigration  pol- 
icies were  cited  by  only  3%  of  the 
executives,  while  only  2%  felt  Rwanda 
was  a  problem. 

As  to  U.S.  influence  around  the 
globe,  60%  of  the  executives  think  the 
U.S.  today  plays  a  less  important 
and  powerful  role  as  a  world  leader 
than  it  did  two  years  ago,  while  25% 
think  it's  about  the  same  and  14% 
think  the  U.S.  is  actually  playing  a 
more  important  role. 

Finally,  we  wanted  to  see  how  the 
executives  view  the  fairness  of  trade 
practices  of  Japan  and  the  countries 
of  the  European  Union  as  they  related 
to  the  products  and  services  in 
which  each  company  does  most  of  its 
business.  Perhaps  no  surprise  that 
Japan  came  out  67%  "mostly  unfair" 
as  opposed  to  21%  "mostly  fair" 
and  12%  no  opinion.  Europe  came 
out  almost  exactly  the  opposite: 
67%  mostly  fair,  18%  mostly  unfair 
and  15%  no  opinion. 

-Stewart  Pinkerton  ob 
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The  Forbes  Index  (1967=100) 

275 

265  Current  265. 8*t 

Previous  264.5 
Percent  change  0.5% 
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'88 


'90 


'92 
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Economists  are  at  loggerheads  about  whether  or  n< 
inflation  is  again  becoming  a  serious  problem.  Neal  Sos 
president  of  Soss  &  Cotton,  a  New  York  econom 
consulting  firm,  is  in  the  pessimistic  camp.  "The  busine 
cycle  is  at  a  mature  phase,  where  the  risk  of  inflatia 
becomes  more  serious,"  he  asserts.  Soss  thinks  that  declii 
ing  productivity  will  force  companies  to  raise  prices  i 
order  to  maintain  their  profitability.  Meanwhile,  consurr 
er  borrowing  rose  0.7%  in  July,  while  retail  sales  increased 
seasonally  adjusted  0.8%  in  August. 


Other  key  rates 

Source 

Status 

Prime  rate 

Chase  Manhattan  Bank 

7.75% 

Auto  sales  year  to  date  vs  1993' 

Ward's  Automotive 

6.6% 

Index  of  leading  indicators  July  vs.  lune 

Dept  of  Commerce 

0.0% 

Trade  balance2 12  months  ended  July  1994 

Dept  of  Commerce 

-$97  bi 

All-commodity  producer  price  index3  August  vs  July  Dept  of  Labor 

0.5% 

GDP  2nd  quarter  vs.  1st — annualized  growth 

Dept  of  Commerce 

3.8% 

M2*  (3-month  change) — annualized  growth 

Federal  Reserve 

0.6% 

'  U.S.-based  manufacturers,  excludes  imports,  as  of  8/31/94. 2Total  goods  and  services.  3Wholesale  good 
4  Includes  Ml  (public  currency  and  checking  deposits)  plus  savings  accounts  and  money  market  fund) 


Index  components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  8  equally  weighted  elements:  The  cost  of 
services  relative  to  all  consumer  prices,  the  level  of  new 
orders  for  durable  goods  compared  with  manufacturers' 
inventories,  total  industrial  production,  new  housing 
starts,  personal  income,  new  claims  for  unemployment 
compensation,  total  retail  sales,  total  consumer 
installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  in  these  charts. 


Services    •  Total  index 


135 


Consumer  price  indexes  (1982-84  average=lCO) 
all  urban  consumers,  unadjusted  (Dept  of  Labor) 


Inventories    •   New  orders 


270 


210 


Manufacturers'  new  orders  and  inventories 

($billions),  seasonally  adjusted  (Dept  of  Commerce) 


119 


116 


113 


106 


Industrial  production  index  (1987=100), 
seasonally  adjusted  (Federal  Reserve) 


155 


125 


New  housing  starts  (thousands)  privately  owned, 
unadjusted  (Dept  of  Commerce) 


3300 


3200 


3100 


3000 
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Personal  income  ($bill;ons)  wage  and  salary 
disbursements,  seasonally  ad|usted  (Dept  of  Commerce 


400 


370 


340 


310 


New  unemployment  claims  average  for  month 
(thousands),  seasonally  adjusted  (Dept  of  Labor) 


190 


180 


170 


_  T 


160 
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Retail  sales  ($billions), 

seasonally  adjusted  (Dept  of  Commerce) 


860 


820 


780 


740 


11 

ll 

Consumer  installment  credit  ($billions)  total, 
seasonally  adjusted  (Federal  Reserve) 
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•tier  delivered  on  Crane  invariably  receives  priority  status.  Indeed,  nothing  stands  out  quite  so  impressively  from  the  barrage  of 
iness  communications  confronting  today's  executive.  Since  1801,  we've  made  Crane  papers  only  from  100%  cotton.  Hence,  their 
]uely  crisp  hand  and  flawless  finish.  Crane  business  papers  are  available  at  select  distributors,  engravers  and  printers.  For  a  sampling 
corporate  letterheads  on  Crane  papers,  please  contact  Mr.  James  Alexander,  Crane      Co.,  Inc.,  Dalton,  MA  01226. 
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SINESS  PAPERS  •  INVITATIONS  ■  ANNOUNCEMENTS  •  SEASONAL  CARDS  •  PERSONAL  STATIONERY 


In  an  "image  is  everything"  world, 


Nissan  Motor  Corp.  U.S.A.  Smart  people  always  read  the  fine  print.  And  they  ahuays  wear  their  seat  belts.*Based  on  independent  tests  conducted  byAMCIusiH 
license,  destination  charges,  options  6f  locally  required  equipment.  Dealer  sets  actual  price.  Prices  subject  to  change.  Standard  on  GLE  &  SE  automatic.  "Stat 


?sent  the  "substance  is  everything" car. 


Over  the  years  it  seems  the  value  system  has 
gotten  a  little  out  of  whack. 

Kids  trounce  through  mud  puddles  in  $120 
sneakers.  Five-hundred-dollar  sunglasses  don't 
bat  an  eye.  And  $40,000  luxury  cars  have  sud- 
denly popped  up  in  neighborlwods  everywhere. 

Now,  there's  nothing  wrong  with  a  product 
that  delivers  a  great  deal  of  comfort,  performance 
and  status.  We  simply  ask,  why  pay  more  and  get 
less  when  you  could  pay  less  and  get  more? 

Which  immediately  calls  to  mind  the  new 
1995  Nissan  Maxima'. 

Read  the  captions  to  your  left  and  you'll  see 
the  Maxima  offers  an  abundance  of  safety  and 
luxury  features.  While  delivering  performance 
superior  to  automobiles  costing  nowhere  near  its 
starting  price  of  under  $20,000.** 

If  you'd  like  to  learn  more,  simply  call  us  at 
1-800-848-0930,  or  take  a  thorough  test  drive 
at  your  nearest  Nissan  Dealer. 

After  doing  so,  we  think  you'll  find  the  Maxima 
delivers  the  most  value for  your  money. 

And  that's  an  image  were  proud  to  uphold. 

The  New  Nissan  Maxima 


NISSAN 


It's  time  to  expect  more  from  a  car? 


n  Maxima  GLE  vs.  '94  competitive  sedans.  Cornering  based  on  speed  through  a  dry  cornering  maneuver.  **MSRP for  '95  Maxima  GXE  excluding  taxes,  title, 
LE,  available  on  SE  &  GXE  automatic.  ^Motor  Trend  6/94.  Bose  is  a  registered  trademark  of  Bose  Corp.  Maxima  GLE  model  shown  with  optional  sunroof. 
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First  Jersey  and  Hibbard  Brown  bilked  investors  out  of  tens  of  millions 
of  dollars.  But  that's  history,  isn't  it?  Oh,  yeah? 

The  game's  the  same, 
the  name's  different 


By  Amy  Feldman  and  Neil  Weinberg 

In  January  1993  retiree  Harold 
Wiant  did  a  very  dumb  thing.  With- 
out bothering  to  check  the  firm's 
credentials,  he  agreed  to  let  a  broker 
at  L.C.  Wegard  &  Co.  set  up  a  retire- 
ment account.  Instead,  Wegard's 
Bensalem,  Pa.  branch  manager,  Law- 
rence Weil,  set  up  a  regular  account 
and  filled  it  mostly  with  penny  stocks 
to  the  tune  of  $200,000.  Three 
months  later  Wiant  figured  out  what 
was  going  on  and  liquidated  the  ac- 
count, by  which  time  he'd  lost 
$95,000,  according  to  charges  filed 
by  his  attorney  with  the  National 
Association  of  Securities  Dealers. 

That's  just  one  horror  story  of 
many  about  New  York-based  L.C. 


Wegard,  once  owned  by  Victor  and 
Lillian  Wegard.  But  the  Wegards  sold 
out  in  1991  to  a  gang  that  traces  its 
lineage  through  Hibbard  Brown  & 
Co.  all  the  way  back  to  the  notorious 
Robert  Brennan  of  First  Jersey  Securi- 
ties (Forbes,  Oct.  26,  1992). 

First  Jersey,  once  a  penny-stock 
network  with  over  1,000  brokers, 
sold  its  35  branches  in  1987  but  is  still 
a  registered  broker-dealer.  Brennan, 
its  mastermind,  still  lives  on  a  grand 
scale,  still  shows  himself  to  the  world 
as  a  philanthropist,  though  he  is  now 
on  trial  for  bilking  investors  by  exces- 
sively marking  up  worthless  or  near- 
worthless  penny  stocks.  After  Forbes 
exposed  Brennan's  machinations  in 


July  1984,  many  First  Jersey  broker 
moved  to  Hibbard  Brown,  whicl 
peddled  many  of  the  same  stocks 
Hibbard  and  a  related  bucket  shop 
F.N.  Wolf,  were  effectively  bannec 
from  retailing  penny  stocks  this  sum| 
mer  by  the  nasd  for  excessive  mark 
ups  similar  to  First  Jersey's  (Aug.  15) 

And  now  L.C.  Wegard.  As  they  did 
from  First  Jersey  to  Hibbard,  many  q 
the  same  slicksters  have  now  movec 
from  Hibbard  Brown  to  L.C.  We 
gard's  seven  offices.  No  surprise  We 
gard  is  flogging  many  penny  stock) 
once  sold  by  First  Jersey  and  Hibbard 

"It's  a  mirror  image  of  what  hap 
pened  when  First  Jersey  went  under,' 
says  Stanley  Van  Etten,  a  longtime 


Do  we  have  a  deal  for  you  . . . 


Company  name/business 

Underwriter          Wegard's  most 

recent  recommended 
price  and  date 

Recent 
price 

Annualized 
gain/loss 
from  Wegard's 
price 

Chefs  International/Operates  9  restaurants.  Robert  Brennan  owns  39%. 

First  Jersey. 

5%  in  10/93 

% 

-86% 

Consolidated  Technology/Electronics,  finance.  Formerly  Sequential  Information  Systems. 

Hartzmark  &  Co 

Wz  in  7/94 

% 

-100 

First  Chesapeake  Financial/Mortgage  lending. 

Hibbard  Brown 

8  in  7/93* 

% 

-99 

Futurebiotics/Spinoff  of  PDK  Labs. 

LC  Wegard 

4V2  in  8/94 

3% 

-98 

Great  American  Recreation/Operates  NJ  recreation  park  and  ski  area. 

First  Jersey 

1V4  in  12/93 

Vs 

-94 

Lafayette  Industries/Store  fixture  firm.  Bought  from  bankruptcy. 

LC  Wegard 

6  in  5/94* 

9 

90 

LuxCel  Group/Moneylosing  wireless  communications  firm. 

Westfield  Fin,  LC  Wegard 

10  in  8/93* 

6V2 

-65 

PDK  Labs/Vitamin  maker. 

Hibbard  Brown 

1%  in  7/94 

VAe 

-98 

Primedex  Health  Systems/Operates  8  medical  clinics.  Brennan  formerly  controlling  shareholder. 

Rooney  Pace 

2%  in  4/94 

% 

-91 

Process  Equipment/Stainless  steel  products  maker. 

Westminster  Securities 

6V2  in  8/92 

yie 

-83 

'Denotes  units.  First  Chesapeake  2  common  shares,  2  warrants.  Lafayette:  1  common  share,  1  warrant.    LuxCel:  5  common  shares,  1  warrant. 
Sources:  Former  L.C.  Wegard  brokers;  Standard  &  Poor's;  Bloomberg;  company  prospectuses. 

Wegard  makes  out  like  a  bandit  flogging  junky  stocks  at  huge  markups.  Investors  get  mauled. 
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iroker  at  First  Jersey  and  F.N.  Wolf, 
/ho  later  testified  against  his  former 
losses.  "First  they  change  their  name 
o  John  Public  and  John  Regulator 
Kink  it's  a  new  organization.  Then 
hey  say  to  the  suckers,  'Mr.  Jones, 
/e're  starting  over.  Sell  all  your 
tocks.  We'll  make  it  all  back.'  " 

Under  its  new  ownership,  Wegard 
as  hired  a  slew  of  former  First  Jersey 
nd  Hibbard  Brown  brokers,  includ- 
ig  branch  managers,  and  begun  flog- 
;ing  a  number  of  stocks  with  ties  to 
Lobert  Brennan.  Among  them  are 
^hefs  International,  Great  American 
Lecreation  and  Primedex  Health  Sys- 
:ms  (see  table). 

"Wegard  has  become  a  virtual  clone 
f  Hibbard  and  First  Jersey,"  accord- 
lg  to  a  court  document  filed  by  the 
Jew  Jersey  Bureau  of  Securities.  Nei- 
ler  the  Securities  &  Exchange  Com- 
lission  nor  the  New  Jersey  Bureau  of 
ecurities  has  been  able  to  put  the 
irennan  gang  out  of  business. 

Brennan  denies  any  involvement  in 
,.C.  Wegard  beyond  a  friendship 
dth  its  president.  "This  is  part  of  a 
mtasy  [by  the  New  Jersey  regulators] 
3  try  to  create  the  illusion  that  these 
ompanies  have  anything  to  do  with 
le,"  Brennan  told  Forbes. 

But  facts  suggest  otherwise. 

In  1991  a  former  PaineWebber 
roker,  Leonard  Greer,  bought  We- 
ard  with  a  $500,000  loan  backed  by 

private  Brennan  firm.  Greer  did 
'ell:  In  the  months  surrounding  his 
urchase  of  Wegard,  he  netted  $1.7 
lillion  from  related  private  transac- 
ons  with  Brennan's  firm,  according 
3  documents  filed  by  the  New  Jersey 
■ureau  of  Securities. 

One  month  after  the  purchase, 
ireer  named  Michael  McDermott 
ead  of  sales  at  Wegard.  McDermott 
ad  climbed  the  ladder  at  First  Jersey 
nd  had  run  a  Hibbard  office.  Greer 
uickly  expanded  the  firm  from 
round  20  brokers  to  well  over  100, 
lcluding  at  least  26  former  Hibbard 
rokers.  Among  the  more  notorious: 

brokers  who  were  fined  for  boiler- 
3om  sales  tactics  and  whose  licenses 
^ere  briefly  suspended  in  Kansas. 
Vhcn  3  of  them  were  rebuffed  by 
Jew  York,  they  scampered  to  Penn- 
^lvania,  which  approved  them. 

Of  Wegard's  remaining  100-plus 
rokers,  most  are  green  college  grad- 
ates. They  earn  8%  or  9%  commis- 
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sions  if  they  push  featured  stocks  but 
peanuts  if  they  simply  fill  a  client's 
order.  Among  the  recruiters:  William 
Am  wake,  who  was  barred  from  the 
securities  business  following  his  con- 
viction for  criminal  conspiracy  while  a 
vice  president  at  First  Jersey. 

Wegard  targets  individuals  with  the 
three-call  pitch.  On  the  initial  cold 
call,  the  broker  introduces  himself 
and  asks  if  he  may  call  back  if  he  has 
something  hot.  The  second  call  in- 
forms the  sucker  the  broker  may  soon 
have  a  hot  tip.  The  "closing"  call 
includes  "price  predictions  .  .  .  false 
and  misleading  statements;  and  omis- 
sions of  material  fact,"  say  the  New 
Jersey  Bureau  of  Securities  docu- 
ments. The  bureau  has  been  investi- 
gating Wegard  since  1991 . 

One  recent  stock  of  the  month? 
Futurebiotics  Inc.,  a  $5  million  ( 1993 
sales)  distributor  of  vitamin  supple- 
ments based  in  Hauppauge,  N.Y. 

Futurebiotics  is  an  offspring  of  TDK 
Labs  Inc.,  long  a  Hibbard,  and  re- 
cently a  Wegard,  favorite.  On  Aug.  19 
Wegard  sold  1  million  units  (two 
shares  and  two  warrants)  of  Future- 
biotics at  $6.25  each.  Futurebiotics, 
pdk's  vitamin  distribution  business, 
buys  all  its  products  from  pdk  at  a 
guaranteed  15%  profit  to  the  parent. 

No  sooner  were  the  units  safely 
tucked  into  client  accounts  than  Fu- 
turebiotics' stock  went  south.  The 
stock  closed  its  first  trading  day  at  41/4, 
or  61  times  earnings.  The  next  day  it 
fell  to  2%  and  hardly  budged  until 
volume  surged  again  in  late  Septem- 
ber. Underwriter  Wegard  fared  much 
better,  siphoning  off  $812,500,  or 


14%  of  the  total  money  raised. 

Then  there's  Primedex  Health  Sys- 
tems, Inc.,  long  a  Brennan  favorite 
when  named  CCC  Franchising.  The 
Newark,  N.J. -based  clinic  operator, 
of  which  Brennan  had  been  a  control- 
ling shareholder  until  recently,  lost 
$11  million  last  year  on  revenues  of 
$35  million.  The  Los  Angeles  County 
District  Attorney  is  probing  possible 
criminal  violations  and  in  June 
searched  offices  at  Primedex,  First 
Jersey,  Wegard,  Hibbard  and  F.N. 
Wolf.  As  recently  as  March,  Wegard's 
Princeton  office  was  flogging  Prime- 
dex at  2%;  it  recently  closed  at  13/i6. 

Wegard's  brokers  often  jack  up 
prices  100%  or  more,  buying  at  one 
price  and  soaking  customers  for  twice 
that,  according  to  the  New  Jersey 
Bureau  of  Securities  documents.  The 
NASD  prohibits  "excessive"  markups, 
which  in  most  cases  means  more  than 
5%  over  cost.  The  bureau  estimates 
Wegard  made  $12  million  selling  $33 
million  in  stocks  from  September 
1991  through  April  1993. 

Wegard  President  Leonard  Greer  in- 
sists everything  is  above  board.  "We 
have  no  thoughts  pertaining  to  what 
may  have  occurred  at  other  firms,"  says 
Greer.  "There's  nothing  here  that  can't 
stand  up  to  appropriate  scrutiny." 

Will  regulators  shut  Wegard?  Even- 
tually, they  probably  will.  The  SEC  and 
state  regulators  are  investigating.  In 
May,  for  example,  Connecticut 
charged  Wegard  with  unethical  prac- 
tices, and  the  firm  signed  a  consent 
decree  to  settle.  But  don't  bet  that  the 
protean  Brennan  gang  won't  simply 
reappear  under  another  name.  1KB 
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Why  is  the  Federal  Reserve  Board  going  along 
with  racial  lending  quotas  on  banks? 

Politics  as  usual 


By  Howard  Banks 

In  late  September  the  Comptroller 
of  the  Currency  and  the  Federal  Re- 
serve will  publish  their  latest  propos- 
als to  strengthen  the  Community  Re- 
investment Act  (cra).  Critics  of  the 
act  have  always  seen  it — despite  its 
benign  title — to  be  a  disguised  form 
of  government-directed  capital  allo- 
cation. If  so,  the  new  proposals  will 
make  it  more  so. 

The  high-minded  intent  of  the  act 
and  of  the  new  proposals  is  to  require 
banks  to  make  more  mortgage  and 
small -business  loans  to  women 
and  members  of  "minority"  ethnic 
groups,  especially  if  they  live  in  poor 
neighborhoods. 

If  enacted  (as  some  version  almost 
surely  will  be),  the  new  proposals  will 
expand  racial  lending  quotas.  For  ex- 
ample, each  time  a  small  business  asks 
a  bank  for  a  loan  of  up  to  $  1  million,  it 


must  disclose  to  the  bank  the  race,  sex 
and  even  marital  status  of  its  owners. 
This  would  end  an  overt  Fed  policy  of 
20  years  standing  that  bank  regula- 
tion should  be  race-,  sex-  and  reli- 
gion-blind. It  also,  of  course,  flies  in 
the  face  of  lots  of  other  laws  that 
forbid  people  to  inquire  about  such 
matters. 

Under  the  new  rules,  each  time  a 
small  firm  (public  companies  are  ex- 
empt) needs  to  borrow,  even  a  rela- 
tively small  amount  to  cover  a  tempo- 
rary cash  shortage,  the  borrower  must 
list  the  race,  gender  and  marital  status 
of  the  firm's  shareholders.  Govern- 
ments rarely  hesitate  to  impose  addi- 
tional costly  paperwork  on  its  citizens, 
and  these  rules  guarantee  miles  and 
miles  of  additional  red  tape.  At  the 
Fed's  last  count,  there  were  outstand- 
ing over  4  million  such  small  loans, 


mom -and 
classed  a;| 
answer  inl 


Governor  Lawrence  Lindsey  in  the  Fed's  Washington  boardroon 
Bags  of  protest  mail  helped  him  limit  the  damage. 


plus  well  over  1  million  commercia 
real  estate  loans  that  would  fall  unde 
the  new  rules,  plus  nearly  2  milliojj 
farm  loans. 

The  proposed  rule  lists  nine  racial 
categories:  American  Indian/Alaska 
native;  Asian/Pacific  islander;  black 
Hispanic;  white;  Middle  Eastern;  Ha 
waiian  (they  want  to  be  differentiatec 
from  Asian/Pacific  islanders);  multi 
cultural;  and  "other."  Double  the 
categories  for  male  and  female,  anc 
multiply  again  for  married  or  not 
Firms  owned  equally  by  males  and 
females — as  in  the  classic 
pop  operation — will  be 
"male."  Borrowers  who 
correctly  could  face  up  to  30  vears  ir 
jail  and/or  a  fine  of  up  to  $1  million 

Once  the  information  is  submittec 
to  the  banking  regulators,  the  regula- 
tors will  pore  over  it  to  make  sure 
individual  banks  are  making  then 
quotas  of  loans  to  the  targeted  minor- 
ity groups.  How  will  the  quotas  bd 
established?  That  will  mostly  be  de< 
termined  by  the  guidelines  issued  tcj 
the  civil  servants  examining  the- 
banks — guidelines  that  have  yet  to  bd 
written. 

Comptroller  Eugene  A.  Ludwig, 
Clinton  appointee,  believes  the  ne 
rules  will  give  him  the  power  to  levyj 
heavy  cash  penalties  on  of) 
fenders.  Even  if  banks  es 
cape  cash  fines,  those  that 
offend  the  bank  examiners 
will  find  it  difficult  to  get 
government  permission  tcj 
merge,  buy  other  banks  oi 
even  open  a  new  branch  in  a 
profitable  area  or  add 
new  ATMs. 

How  did  the  Federal  Re- 
serve, which  is  supposed  tc 
watch  over  the  health  of  the 
banking  system,  get  in- 
volved in  this  social  engi- 
neering? Reluctantly. 

The  Fed  is  bowing  tcj 
political  reality.  It  has  been 
threatened  with  legislation 
to  end  its  independence 
over  setting  monetary  polf 
cv  bv  Senator  Donald  W. 
Riegle  Jr.  (D-Mich.),  the 
soon-to-depart  chairman 
of  the  Senate  banking  comJ 
mittee,  and  by  the  noisy 
Representative  Henry  B. 
Gonzalez    (D-Tex.),  the 
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hairman  of  the  House  banking  com- 
mittee. In  giving  ground  on  the  quota 
ending  issue,  the  Fed  hopes  to  pla- 
ate  those  who  would  make  it  a  ser- 
ant  of  Congress. 

Lawrence  B.  Lindsey,  a  Bush  ap- 
ointee,  is  the  Fed  governor  put  in 
harge  of  formulating  the  Fed's  pro- 
osals  by  Chairman  Alan  Greenspan, 
ie  makes  no  secret  of  his  distaste  for 
tiem.  Says  Lindsey:  "Rather  than  risk 
Dsing  our  money  policy  indepen- 
ence,  our  choice,  rightly,  was  obvi- 
usly  to  sacrifice  CRA." 

Probably  the  best  that  can  be  said 
:>r  the  Federal  Reserve's  role  in 
rafting  the  proposed  new  rules  is 
tiat  they  would  have  been  much 
rorse  without  Lindsey  at  the  table, 
indsey  led,  for  example,  the  Fed's 
distance  to  earlier  proposals  from 
ne  Comptroller's  office,  which 
'ould  have  imposed  strict  and  bi- 
arre  formulas  on  minority  lending. 
)ne  formula  would  have  given  banks 
oints  for  each  dollar  lent — more 
oints  for  favored  minority  groups, 
own  to  one  lousy  point  per  dollar 
;nt  to  white  males. 

Why  would  any  sensible  banker 
jrn  down  qualified  "minority"  or 
:male  loan  applicants?  Why  would 
ley  pass  up  a  chance  to  make  some 
loney?  Proponents  of  quota  lending 
oint  to  a  study  by  the  Boston  Federal 
.eserve  Bank  claiming  to  show  racial 
ias  in  mortgage  lending.  But  that 
:udy  was  deeply  flawed  (Forbes,  Jan. 
,  1993). 

Even  Governor  Lindsey,  who  says 
e  is  liberal  on  social  issues,  agrees 
latyou  can't  prove  much  discrimina- 
on  by  this  study.  He  says:  "'Mostly 
minority  lending]  could  be  a  matter 
squiring  sensitivity  training  for  loan 
fficers — such  things  as  teaching 
lem  not  to  be  put  off  by  people  who 
ress  or  speak  differently." 

But,  however  reluctantly,  the  Fed  is 
irowing  Peter — and  financial  priva- 
y — to  the  congressional  wolves.  "It 
j  virtually  certain,"  says  Lindsey, 
that  over  time  the  new  rules,  if 
dopted,  will  expose  identifiable  cru- 
ial  financial  details  of  small  firms  to 
ompetitors,  employees,  buyout  spe- 
ialists  or  even  to  ex-spouses  seeking 
d  up  their  alimony." 

Understandably,  he  is  unwilling  to 
dd  that  it  opens  the  door  to  political 
llocation  of  capital.  M 


Intel  is  pushing  its  Pentium  chip  hard — 

too  hard  and  too  fast  for  the  taste  of 

its  excellent  customer,  Compaq  Computer. 

A  conflict 
of  ambitions 


By  Christopher  Palmeri 


Compaq  Computer  chief  Eckhard  Pfeiffer 
Lashing  out  at  Intel. 


Imagine,  if  you  can,  an  auto  world 
where  GM,  Ford  and  Chrysler  are  sim- 
ply assemblers  and  marketers  of  vehi- 
cles while  the  engines  and  drive  trains 
are  made  by  a  single,  powerful  suppli- 
er. How,  in  such  a  world,  would  one 
vehicle  maker  achieve  a  substantial 
edge  when  all  were  selling  essentially 
the  same  product  and  only  the  super- 
ficial elements  differed? 

The  personal  computer  business  is 
something  like  that  these  days,  and 


Intel  Corp.,  the  $8.8  billion  chip- 
maker,  is  the  single,  powerful  suppli- 
er. Its  microprocessor  designs  provide 
the  brains  and  are  typically  the  largest 
single  cost  element  in  90%  of  the  PCs 
sold  in  the  world  today. 

This  doesn't  sit  very  well  with  the 
company  that  makes  more  PCs  than 
any  other,  Houston's  $7.2  billion 
(sales)  Compaq  Computer  Corp.  Ac- 
cording to  the  Financial  Times,  the 
differences  exploded  into  the  open  at 
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Intel 

a  recent  computer  conference  in 
Spain,  where  the  newspaper  reported 
Compaq  Chief  Executive  Eckhard 
Pfeiffer  lashed  out  at  Intel.  Pfeiffer 
later  downplayed  the  incident,  but 
Compaq  executives  confirm  that 
there  are  serious  differences  between 
the  two  companies. 

Compaq  seems  to  feel  that  Intel's 
strategies  help  its  competitors.  To 
keep  its  commanding  lead  over  other 
chipmakers  like  Advanced  Micro  De- 
vices and  Cyrix  Corp.,  Intel's  strategy 
is  to  invest  heavily  in  new,  faster  and 
more  sophisticated  microprocessors. 
These,  in  turn,  require  new  and  differ- 
ent components — similar  to  the  way  a 


Intel  Chief  Executive  Andrew  Grove 
Help  thy  customers— but  how  much? 


more  powerful  car  engine,  say,  re- 
quires improved  braking  systems. 

To  make  sure  its  customers  have 
the  components  needed  to  build  a 
computer  around  its  newest  micro- 
processor designs,  Intel  has  been  sell- 
ing these  customers  more  of  the  guts 
of  a  computer  and  in  some  cases 
complete  computers. 

Why  does  that  irk  Compaq?  Be- 
cause it  puts  Intel's  awesome  research 
and  development  capability  behind 
even  the  least  of  Compaq's  competi- 
tors and  makes  it  harder  for  Compaq 
to  use  to  its  advantage  its  own  im- 
mense financial  and  research  capabili- 
ties. For  example,  Intel  manufactures 
so-called  motherboards,  the  main  cir- 
cuit boards  that  connect  the  micro- 


processor to  all  the  other  parts  of  a 
computer.  Compaq  doesn't  need  In- 
tel's motherboards  because  it  makes 
its  own,  but  some  Compaq  competi- 
tors (among  them  Gateway  2000  and 
Dell  Computer)  do  want  therm  Some 
lesser-name  manufacturers  simply 
take  Intel -made  computers  and  with 
minor  adjustments  market  them  un- 
der their  own  brand  names. 

"Intel  basically  went  to  a  lot  of 
companies  that  weren't  as  techno- 
logically proficient  as  Compaq  and 
handed  them  the  means  to  compete," 
says  Michael  Feibus,  who  watches  the 
microprocessor  industry  for  Scotts- 
dale,  Ariz. -based  Mercury  Research. 

Feibus  figures  that  of  the  45 
million  or  so  microproces- 
sors Intel  will  ship  this  year, 
6  million  will  come  with 
some  degree  of  additional 
components.  That's  up 
from  less  than  1  million  two 
years  ago,  says  Feibus.  Intel 
says  those  numbers  are  too 
high  but  declines  to  be 
more  specific. 

Putting  the  Compaq-In- 
tel relationship  under  par- 
ticular strain  this  year  is  In- 
tel's big  push  with  its  latest 
microprocessor,  the  Pen- 
tium chip.  Compaq  has 
chosen  to  market  Pentium- 
based  computers  only  to  its 
business  customers  for 
now,  on  the  belief  that  Pen- 
tium is  too  expensive  for 
home  models.  But  Intel 
sells  these  chips  to  many 
other  manufacturers  that 
do  market  to  consumers. 

Like  the  powerful  supplier  of  en- 
gines and  drive  trains  in  the  hypo- 
thetical auto  industry  imagined 
above,  Intel  is  setting  the  pace  for  the 
whole  personal  computer  industry, 
making  it  difficult  for  even  so  huge  a 
firm  as  Compaq  to  achieve  meaning- 
ful edges.  Donaldson,  Lufkin  &  Jen- 
rette  analysts  Thomas  Rooney  and 
Bret  Rekas  note  that  the  microproces- 
sor, motherboard  and  memory  chips 
together  represent  nearly  two-thirds 
of  the  wholesale  cost  of  a  personal 
computer. 

At  the  heart  of  the  Intel- Compaq 
quarrel  is  a  basic  conflict  of  strategies. 
Compaq  has  achieved  great  econo- 
mies of  scale  in  manufacturing  and  in 


marketing  by  becoming  number  one, 
and  it  would  like  to  solidify  that  lead 
But  Intel  would  as  soon  not  see  pur 
chasing  power  concentrated  in  the 
hands  of  a  few  large  customers  and 
has,  therefore,  good  reason  to  want  to 
keep  as  many  as  possible  in  the  game. 

Intel  strongly  denies  that  its  pur 
pose  in  supplying  additional  compo 
nents  is  to  slow  Compaq's  march  to 
market  dominance.  Paul  Otellini,  In- 
tel's chief  of  worldwide  sales  and  mar 
keting,  notes  that  Intel  has  always 
offered  additional  components  to  its 
microprocessor  customers.  Otellini 
says  that  Intel's  recent  expanded  push 
into  components  is  a  short-term  phe- 
nomenon. Intel  simply  wants  to  help 
its  customers  convert  to  the  latest 
technology.  "All  of  our  customers! 
have  different  needs  and  different 
holes  in  their  product  lines,"  Otellini 
says.  "We  try  to  fill  those  holes  be- 
cause they  are  roadblocks  to  selling 
more  microprocessors." 

Compaq  has  other  gripes  with  In- 
tel. In  Spain  Pfeiffer  complained  that 
Compaq  isn't  getting  the  discounts  it 
deserves  as  Intel's  biggest  customer 
Nor  does  he  like  the  ubiquitous  "intel 
inside"  ad  campaign  that  reminds  the 
world  who  supplies  the  brains  of  most 
modern  PCs. 

No  doubt  to  remind  Intel  not  tc 
take  a  great  customer  for  granted 
Compaq  has  said  it  may  order  morej 
chips  made  by  Intel's  competitors.  In) 
mid-September,  for  example,  Com 
paq  launched  a  splashy  line  of  home; 
computers  based  on  an  older  type  o\ 
microprocessor  built  by  Advanceq* 
Micro  Devices.  This  marks  the  firsll 
time  a  major  clone  maker  has  used  a 
chipmaker  other  than  Intel  for  aq 
entire  product  line. 

This  is  not  Compaq's  only  flirtation 
with  Intel  competitors.  Besides  a  de-j 
sign  and  engineering  relationship) 
with  Advanced  Micro  Devices,  Comi 
paq  has  a  direct  investment  in  Nexi 
Gen  Inc.,  a  privately  held  chip  design- 
er based  in  Milpitas,  Calif.  And  Conv 
paq  Chairman  Benjamin  Rosen's 
venture  capital  firm  was  an  early  back 
er  of  Dallas- based  Cyrix. 

In  some  ways  all  this  is  an  ordinary 
case  of  strains  in  the  relationship  be- 
tween a  strong  supplier  and  a  strong 
customer,  but  in  another  way  it  is  s 
clash  between  two  great  companies 
and  their  pow  erful  ambitions.  ■ 


46 


Forbes  ■  October  10,  1994 


/ant  to  invest  in  Peru?  Paraguay?  Argentina? 
ionsidera  Chilean  company. 


Osmosis 


y  Joel  Millman 

T  A  RECENT  CONFERENCE  on  Latin 

vestment,  a  Brazilian  banker  was 
/erheard  snickering  at  the  praise  be- 
g  heaped  on  tiny  Chile.  "Fifty- bu- 
m-dollar gdp,1'  he  chuckled  to  a 
>mpanion.  "We  Brazilians  export 
m  Chiles  a  year." 

The  Brazilian  banker  was  confusing 
lantity  with  quality.  Brazil  is  big  but 
1  economic  disappointment.  Chile  is 
nail  (pop.  just  14  million)  but  has  a 
ell-functioning,  fast-growing  econ- 
ny  with  relatively  little  inflation.  No 
le  would  want  to  hold  Brazil  up  as 
i  economic  model.  Chile  has  be- 
>me  a  case  study  of  how  a  poor  statist 
onomy  can  be  transformed  through 
e  free  market. 

Already  Chile  is  beginning  to  ex- 
?rt  some  of  its  painfully  acquired 
low-how  and  some  of  the  capital 
merated  by  its  new  prosperity.  With 
eir  bigger  Latin  neighbors  poised 
r  growth,  Chilean  business  people 
e  using  excess  cash  to  snap  up  bar- 
dns  throughout  the  continent. 
Here  are  a  few  recent  deals: 
Chile's  biggest  paper  manufactur- 
,  Empresas  CMPC,  S.A.,  paid  $13 
illion  for  Uruguay's  leading  tissue 
iper  manufacturer,  while  investing 


$60  million  with  Procter  &  Gamble 
to  build  a  plant  in  Argentina.  Chilec- 
tra  Metropolitana,  S.A.,  a  utility, 
joined  a  consortium  buying  the 
Lima,  Peru,  electricity  distributor 
Edelnor,  S.A. 

Last  year  Santa  Isabel,  S.A.,  Chile's 
second-largest  supermarket  chain, 
became  Peru's  second-largest  after 
acquiring  the  Scala  and  Mass  chains. 
It  will  enter  Paraguay  in  1995,  export- 
ing management  and  technology  as 
well  as  money.  "There  are  30  super- 
markets serving  8  million  people  in 
Lima,  compared  to  more  than  200  for 
5  million  in  Santiago,"  explains  Jaime 
Perry  Jungk,  Santa  Isabel's  chief  fi- 
nancial officer. 

In  the  biggest  deal  yet,  Embotella- 
dora  Andina,  S.A.,  Chile's  Coca-Cola 
bottler,  paid  $120  million  to  buy  Rio 
de  Janeiro  Refrescos,  S.A.  from  Bra- 
zil's powerful  Vidigal  family.  In  a  deal 
blessed  by  Coca-Cola  in  Atlanta,  the 
Chileans  bought  Brazil's  second-larg- 
est bottler  for  less  than  one  year's 
revenues,  at  the  moment  when  Bra- 
zil's economy  looks  set  to  emerge 
from  a  three-year  recession.  (As  with 
most  of  the  Chilean  companies  men- 
tioned here,  Embotelladora  Andina's 


adrs  trade  on  the  New  York  Stock 
Exchange.) 

The  Luksic  family,  Chile's  first 
multinational  group  (Forbes,  Oct. 
12,  1992),  has  been  investing  abroad 
since  the  1970s  and  continues  to  do 
so.  In  August  the  family's  huge  cop- 
per fabricator,  Madeco,  S.A.,  merged 
with  Peru's  leading  copper  cable  pro- 
ducer. The  combined  entity  gives 
Madeco  control  of  70%  of  the  Peruvi- 
an market  for  copper  cable. 

Just  in  time,  notes  Salomon  Broth- 
ers emerging  markets  analyst  Gilbert 
Casillas,  for  the  start  of  a  $2  billion 
modernization  program  by  Com- 
pafiia  Peruana  de  Telefonos,  S.A., 
the  recently  privatized  telephone 
monopoly.  Madeco  paid  $8  million 
for  its  Peruvian  stake,  adding  $4  mil- 
lion in  improvements.  Casillas  says 
the  venture  will  contribute  a  total  of 
$30  million  to  Madeco's  bottom  line 
by  1996. 

Another  Luksic  company,  Banco 
O'Higgins,  recently  acquired  about 
50%  of  Banco  Popular  Argentino, 
while  Luksic  Group's  brewer,  Com- 
pariia  Cervecerias  Unidas,  S.A.,  is 
buying  60%  of  an  Argentinean  brew- 
er, Industrial  Cerveceria,  S.A. 

Clearly,  then,  Chilean  companies 
are  a  good  vehicle  for  those  wanting 
to  invest  in  Latin  America's  growth. 
As  the  table  shows,  Chilean  compan- 
ies' adrs  aren't  cheap,  but  one  expects 
to  pay  a  premium  for  future  growth. 
As  Nomura  Securities'  emerging  mar- 
kets analyst  Alvaro  Valenzuela  puts  it: 
"With  these  companies,  you  get  the 
continued  growth  of  Chile,  and  the 
chance  that  Peru  could  be  Chile, 
1975."  91 


Imperial  Chile 


Company/business 

Recent  price 

Interests 

Sales 

P/E 

Yield 

($  per  ADR) 

outside  Chile 

($mil) 

\FP  Provida/pension  funds 

$16.98* 

Colombia,  Peru 

$107 

11 

2.7% 

Janco  O'Higgins/banking  (NYSE) 

21.38 

Argentina 

262 

23 

3.0 

Cervecerias  Unidas/beer  (Nasdaq) 

24.63 

Argentina 

282 

23 

1.2 

:hilectra/utility(144-A)t 

45.90 

Bolivia,  Peru 

484 

22 

3.7 

Imbotelladora  Andina/bottler  (NYSE) 

23.89 

Brazil 

229 

35 

0.8 

.aboratorio  Chile/pharmaceuticals  (NYSE) 

17.75 

Argentina,  Peru 

49 

27 

2.8 

rfadeco/construction,  telecom  (NYSE) 

32.13 

Argentina,  Peru 

299 

35 

2.5 

i/laderas  y  Sinteticos/particleboard  (NYSE) 

26.63 

Argentina 

95 

29 

1.9 

ianta  Isabel/supermarkets 

0.70* 

Peru,  Paraguay 

188 

24 

1.2 

Chile  stock  price,  not  available  as  an  ADR.  tQualified  institutional  buyers  only. 

sources:  Banco  Bice;  Bear,  Stearns  &  Co.;  Nomura  Research  Institute  America;  Salomon  Brothers. 


Chileans  might 
be  called  the 
Swiss  of 
Latin  America: 
mountain  folk, 
flush  with  cash. 
As  Chile's  multi- 
nationals extend 
their  reach  abroad, 
buying  any  of 
their  U.S.-traded 
ADRs  can  be  a 
proxy  for  buying 
the  growing 
economies  of 
Chile's  neighbors. 
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Russia  is  a  minefield  for  investors,  but  the 
potential  rewards  justify  chancing  the  dangers. 

Destined 
to  be  rich 


BY  CHRISTOPHER  WOOD 


Christopher  Wood  is  the 

equity  strategist  for  emerging 

markets  at  London-based  Morgan  Grenfell. 


Dont  be  blinded  by  all  that  grim 
news  you  have  read  in  the  media  about 
collapsing  industrial  production  and 
rampant  organized  crime.  For  there  is  a 
good  side  to  what  is  going  on  in  Russia. 
The  free  market  is  at  work,  and  it  is 
beginning  to  produce  its  usual  results. 
The  ruble  has  appreciated  by  10%  in 
real  terms  in  the  first  half  of  this  year, 
inflation  was  only  about  4%  in  August 
and  politics  have  stabilized  despite 
alarming  predictions  a  few  months  ago 
of  imminent  social  meltdown. 

Indeed  Moscow  has  all  the  signs  of  a 
town  in  the  early  stages  of  a  boom. 
Household  consumption  is  estimated 
to  have  risen  by  some  40%  in  the  past 
two  years  in  die  capital  and  by  a  lesser 
degree  in  the  rest  of  die  country.  Wages 
are  also  rising  fast,  though  in  dollar 
terms  diey  remain  extremely  competi- 
tive: two-thirds  the  level  of  die  Czech 
Republic  or  Poland.  The  best  analog 
perhaps  is  not  the  U.S.  during  the  Great 
Depression,  the  usual  comparison 
made,  but  after  the  Civil  War.  Like  the 
robber  barons  who  amassed  commer- 
cial empires  then,  some  of  today's  so- 
called  "mafia'"  may  emerge  as  tomor- 
row's business  tycoons.  In  short,  trickle- 
down  economics  has  met  die  world  of 
rape  and  pillage  and  promises  to  prevail. 


This  extraordinary  situation,  a  capital- 
ist society  being  built  from  the  ground 
up,  has  created  a  once-in-a-lifetime  op- 
portunity in  investment  terms.  Russia 
could  well  turn  out  to  be  the  biggest  bull 
market  of  the  1990s.  Yet  it  remains 
almost  completely  ignored  by  most  play- 
ers in  the  international  equity  markets. 
They  ignore  it  at  their  peril,  since  share 
prices  have  begun  to  rise  from  what  were 
ludicrously  low  levels.  In  the  past  year 
prices  have  risen  tenfold  in  dollar  terms 
and  25  times  in  ruble  terms.  Yet  asset 
prices  remain  extraordinarily  cheap  by 
international  standards. 

The  reason  an  equity  market  has  now 
begun  to  develop  is  Russia's  extraordi- 
narily successful  but  largely  unheralded 
mass  privatization  program,  which  was 
launched  in  June  1992  and  which  has 
privatized  more  than  70%  of  the  coun- 
try's industry.  The  main  new  owners  are 
workers  and  managers,  but  the  popula- 
tion at  large  was  awarded  vouchers.  The 
vouchers,  being  ruble-denominated, 
became  immediately  tradable,  leading 
to  the  establishment  of  voucher  mutual 
funds.  The  result  of  this  process  has 
been  to  dismande  the  command  econo 
my  at  an  extraordinary  speed. 

A  few  daring  foreign  investors  have 
piled  into  Russia  this  year.  They  began  to 
buy  from  about  May,  once  it  became 
clear  that  the  privatization  process  would 
continue  despite  the  departure  from 
government  of  most  of  the  leading  re- 
fonners.  Probably  about  $1  billion  has 
so  far  been  invested  by  foreigners  in 
Russian  shares,  most  of  it  private  money 
from  the  U.S.  But  most  potential  inves- 
tors still  hold  back:  Even  the  hedge  fluids 
are  thus  far  barely  involved.  Still,  in  such 
an  embryonic  market  that  inflow  has  had 
an  explosive  effect  on  share  prices.  The 
most  spectacular  gains  have  been  in 
major  oil  companies  favored  by  foreign- 
ers because  they  can  be  relatively  easily 


valued  in  temis  of  their  reserves.  A 
example  is  Komineft,  which  has  risej 
from  $4  to  $24  since  the  beginning  d 
July.  Yet  even  after  such  enormous  gaind 
top  Russian  oil  producers'  shares  sti] 
trade  for  a  fraction  of  their  American  d 
Western  European  counterparts'. 

I'm  not  saying  there  are  no  risk^ 
There  are  plenty  of  them.  Russia  is 
place  where  caveat  emptor  is  the  fir$ 
investment  rule,  since  there  is  a  com) 
plete  absence  of  security  of  tide  in  th 
legal  sense.  The  financial  infrastructure  ij 
primitive.  Unlike  almost  any  othq 
emerging  market  the  country  has  ni 
custodian  system  in  place  for  settiinj 
share  trades.  There  is  no  central  registrt 
of  shares.  Instead,  companies  usuallj 
keep  their  own  registry.  Plans  are  afod 
to  set  up  a  custodian  system,  but  for  no\j 
there  is  nothing  to  stop  a  compan] 
arbitrarily  removing  a  foreign  sharej 
holder's  name  from  its  share  registry. 

This  explains  why  Russia  remain 
off-limits  to  U.S.  pension  funds  an< 
mutual  funds.  But  a  fast- gro win) 
number  of  specialist  funds  are  no^ 
being  formed,  and  the  opportunitie 
are  clearly  there  for  those  bravj 
enough  to  venture  in.  The  capitaliza) 
tion  of  Russia's  top  380  public  compa) 
nies  is  still  only  $28  billion,  even  arte) 
the  recent  steep  gains.  If  the  neW 
continues  to  improve,  it  is  only  a  matj 
ter  of  time  before  some  of  the  estimat 
ed  $20  billion  of  flight  capital  that  ha 
been  leaving  the  country  every  yea 
starts  coming  back — just  as  happenet 
in  recent  years  in  Latin  America. 

Remember  this:  Russia  is  no  Thin 
World  country  but  a  rich  nation  iml 
poverished  by  nearly  70  years  of  th| 
most  ludicrous  system  of  governmen 
ever  known  to  man.  Russia  is  hugeli 
rich  in  natural  resources,  oil,  gas,  gold 
minerals.  It  has  a  highly  educated  ant 
literate  population,  the  younger  memj 
bers  of  whom  are  fast  learning  how  0 
operate  in  the  capitalist  system. 

It  is  not  absurd  to  think  that  Rus 
sia's  capital  markets  will  be  akin  t* 
America's  and  Japan's  within  a  gener 
ation,  a  development  that  will  be  ac 
celerated  if  commodity  prices  in  th 
1990s  run  as  many  smart  investor! 
expect.  Far-fetched?  In  investment  i 
makes  sense  to  dream  a  litde.  Driviiij 
through  the  crumbling  grandeur  a 
central  Moscow  it  is  impossible  not  t< 
feel  that  this  is  a  city  that  is  meant  to  b< 
rich.  One  day  it  will  be  again.  ■ 
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WHEN  YOU  EXPAND 
AROUND  THE  WORLD, 

YOU  THINK 

YOUR  BANK  SHOULD 
SPEAK  THE  LANGUAGE. 


CIGNA  FOUND 

A  BANK  LIKE  THAT. 

101  YEARS  AGO. 


tibank — and 

never  looked  back.  As  CIGNA  has 
expanded  around  the  world,  it  has  relied 
on  Citibank's  innovative  solutions .  and 
unrivaled  global  expertise.  Citibank  and 
CIGNA:  a  century  of  financial  partnership. 


CITIBANK 


Robert  Moody  was  just  another  hard-driving  Texas 
businessman  when  tragedy  struck  his  family. 
The  tragedy  transformed  Moody  and  benefited 
his  hometown  of  Galveston. 

Finding  a  heart 


By  Christopher  Palmeri 


In  1980  Russell  Moody,  19,  a  for- 
mer honor  student  and  track  star,  was 
driving  his  Jeep  when  an  allegedly 
drunk  driver  slammed  into  him. 
Thrown  150  feet,  the  young  man  lay 
in  a  coma  for  more  than  five  months, 
his  brain  severely  damaged. 

His  father,  Robert  (Bobby) 
Moody,  was  a  rich  man,  but  money 
could  not  bring  Russell  out  of  his 
coma.  Bobby  Moody  spent  months 
crisscrossing  the  country,  studying  fa- 
cilities for  victims  of  severe  head  inju- 
ries. In  the  end,  he  decided  he  w  ould 
have  to  start  his  own  clinic.  In  1981, 
with  funding  from  his  family's  Moody 
Foundation,  he  bought  an  old  Catho- 
lic girls'  school  in  Galveston  and 
turned  it  into  the  28 -bed  Transitional 
Learning  Community,  where  patients 
with  head  traumas  relearn  the  daily 
routines  that  help  them  back  into 
society.  Now  employing  88  people, 


the  clinic  has  become  a  model  for 
hundreds  across  the  country. 

As  he  investigated  different  meth- 
ods of  treating  brain-damaged  pa- 
tients, Moody  became  a  proponent  of 
hippotherapy — physical  therapy  that 
uses  horseback  riding  to  help  patients 
relearn  coordination  and  balance. 
"The  key  is  stimulation,11  explains 
Moody.  "You  have  got  to  start  using 
the  body  parts  that  aren't  working.11 
He  leased  some  land  in  Galveston  and 
built  a  stable  where  Russell  and  other 
patients  could  ride. 

A  businessman  to  his  toes,  Bobby 
Moody  set  about  figuring  how  to  put 
some  self-support  into  his  endeavor. 
In  1985  he  built  the  3,000-seat  Hope 
Arena.  His  staff  practiced  hippother- 
apy there  during  the  day,  and  rented  it 
at  night  for  circuses  and  rodeos.  To 
get  around  tax  laws  that  prevent  foun- 
dations from  owning  for-profit  busi- 


nesses, Moody  gave  the  arena  to  thi 
city  of  Galveston,  with  a  promise  tha; 
the  Moody  Foundation  w  ould  cove 
any  losses  for  40  years. 

As  commercial  revenues  from  the 
arena  grew,  Moody  began  thinking 
on  a  grander  scale.  He  hired  architect: 
and  theme  park  designers,  and  creat 
ed  Moody  Gardens:  a  huge,  parklik« 
setting  on  160  acres.  In  1988  Mood} 
Gardens1  first  attraction  opened 
Palm  Beach,  a  public  bathing  are^ 
with  two  man-made  lagoons  and  tori! 
of  white  sand  imported  from  Florida 
People  pay  $6  a  day  to  use  the  beach 

Three  years  later  Moody  added 
convention  center.  And  in  March  o 
last  year,  Moody  Gardens  opened  : 
ten-story  Rainforest  Pyramid,  an  er 
satz  jungle  with  more  than  300  spe 
cies  of  plants  and  animals,  Mayar 
ruins  and,  incongruously,  a  Japanese 
teahouse.  Every  hour  or  so,  the  Pyra 


50 


Forbes  ■  October  10,  1994 


lid's  groundskeepers  make  it  rain 
iside,  sending  visitors  scurrying  for 
}ver.  Admission:  also  $6. 

Moody  Gardens  houses  one  of  only 
iree  three-dimensional  Imax  the- 
:ers  in  the  nation.  In  these,  viewers 
ear  special  glasses;  the  digitized 
nax  images  virtually  leap  off  the 
:reen.  Tickets:  $6.  Moody  Gardens 
so  offers  acres  of  oleanders,  palms 
id  other  flora,  a  Vietnam  Memorial 
id  a  reproduction  of  an  1800s  pad- 
lewheeler  called  The  Colonel.  Bus- 
>ads  of  schoolkids  and  community 
roups  play  with  exotic  animals  at 
loody  Gardens'  Learning  Place. 

Venture  a  little  further  into  this 
Dmmercial  venture,  however,  and 
xi  see  the  other  side  of  the  enter- 
rise.  On  a  recent  summer  day,  a  26- 
:ar-old  paranoid  schizophrenic 
amed  Lonnie  was  learning  to  give  a 
og   a   bath.    His   counselor  was 


pleased.  She  thinks  the  experience  will 
help  Lonnie  open  up  and  concentrate 
more  on  keeping  himself  clean. 

James  Croften,  like  Russell  Moody, 
suffered  a  severe  head  injury.  James'' 
last  job,  at  a  convenience  store,  ended 
in  one  week.  Today  he  works  as  a 
janitor  at  Moody  Gardens.  "This  is 
the  best  place  in  the  world,'1  says 
Croften,  his  piercing  brown  eyes  well- 
ing to  the  point  of  tears.  "I  hope  I 
never  have  to  leave." 

In  addition  to  employing  the  dis- 
abled and  bringing  in  patients  for 
therapy,  Moody  Gardens  takes  its  me- 
nagerie out  to  hospitals  and  homes  for 
troubled  kids.  Psychologists  are  dis- 
covering that  petting  and  playing 
with  animals  is  good  therapy  for  de- 
pressed and  disturbed  patients.  Burn 
victims,  for  example,  enjoy  handling 
chinchillas,  because  of  their  soft  fur. 
"Animals  don't  care  what  you  look 


like  or  what  you've  been  through," 
explains  Sherry  Kirwin,  the  director  of 
Moody  Gardens'  therapy  unit.  "They 
want  to  interact  with  everyone." 

The  Moody  Foundation  has  invest- 
ed $100  million  so  far  in  Moody 
Gardens.  That  figure  will  double  over 
the  next  decade  as  new  projects  come 
on  line.  Next  up:  a  288-room  hotel. 
After  that  will  come  a  3-million-gal- 
lon  aquarium  simulating  a  Caribbean 
reef  and  other  oceans  of  the  world. 
Down  the  road,  Moody  plans  to  build 
a  25-acre  botanical  garden  designed 
by  Sir  Geoffrey  Jellicoe,  at  94  still 
acknowledged  as  the  world's  leading 
landscape  artist. 

Last  year  Moody  Gardens  reported 
a  $3  million  operating  loss,  on  reve- 
nues of  $1 1  million.  But  that  was  after 
absorbing  the  cost  of  all  the  benevo- 
lent activities — of  which  only  horse- 
back riding  charges  a  token  fee.  Even 
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Moody  Gardens 


Warren  Buffett  hates  to  part 
with  equity.  Harold  Alfond  made 
him  pay  in  stock  for  Dexter  Shoe. 
Buffett  isn't  complaining. 

Value  for  dollar 


better:  400  decent-paying  jobs  have 
resulted.  "We've  never  had  an  attrac- 
tion like  Moody  Gardens,"  gushes 
Galveston's  city  manager,  Douglas 
Matthews.  "It's  jobs,  it's  therapy,  it's 
making  us  a  year-round  destination." 

Bobby  Moody,  now  59,  has  bene- 
fited, too,  but  not  financially.  "Bobby 
Moody  has  always  been  a  really  tough 
businessman,"  says  Douglas  Mac- 
Leod, an  attorney  and  a  director  of  the 
Moody  Foundation.  "But  after  Rus- 
sell's accident,  Bobby  grew  a  heart." 

Although  he  comes  from  wealth, 
Bobby  Moody  made  much  of  his  for- 
tune on  his  own.  His  great-grandfa- 
ther, Colonel  William  L.  Moody,  es- 
tablished a  cotton  trading  operation 
in  Galveston,  and  his  grandfather 
greatly  expanded  the  business  into 
banking,  insurance,  hotels,  newspa- 
pers, ranching  and  oil;  upon  his  death 
in  1954,  W.L.  Moody  Jr.  was  one  of 
the  richest  men  in  America,  but,  afraid 
that  his  progeny  would  grow  up  to 
become  "alcoholic  playboys,"  W.L. 
Jr.  left  the  bulk  of  his  estate  to  the 
Moody  Foundation  and  to  trusts  that 
will  revert  to  charity. 

So  Bobby  Moody  buckled  down  to 
make  his  own  fortune.  In  1958,  when 
he  was  23,  he  started  Austin- based 
National  Western  Life.  Today  the 
publicly  traded  insurance  company 
has  assets  of  $3  billion;  Bobby  Moody 
owns  39%  of  its  stock,  worth  $50 
million.  Along  the  way  Bobby  and  his 
older  brother  Shearn  fought  a  nasty 
court  battle  for  control  of  the  Moody 
Foundation  and  trusts.  The  brothers 
triumphed  over  outside  directors  and 
other  family  members,  but  Shearn 
later  declared  bankruptcy  and  spent 
two  years  in  jail  for  funneling  money 
out  of  the  foundation  to  pav  his  legal 
fees  (Forbes,  Oct.  22,  1990). 

Today,  while  still  running  his  vari- 
ous businesses,  Bobby  Moody  de- 
votes one-third  of  his  time  to  Moody 
Gardens  and  related  activities.  "If  we 
don't  grow  the  for-profit  businesses," 
he  says,  "we  can't  pav  for  the  charita- 
ble stuff." 

And  what  of  Russell  Moody,  whose 
injury  brought  about  the  change  in 
his  father?  He  has  recovered  quite 
remarkably.  Although  his  speech  and 
motor  skills  may  never  be  what  they 
once  were,  Russell  is  happily  married 
and  sits  on  the  boards  of  two  Moody 
companies.  MSH 


By  Alexandra  Alger 

After  Warren  Buffett  and  his  wife, 
Susan,  Harold  Alfond  and  his  family 
are  the  biggest  stockholders  in  Berk- 
shire Hathaway,  owning  2%  of  its 
shares  with  a  current  market  value  of 
$475  million.  The  Alfonds  got  the 
stock  last  November  when  Buffett 
swapped  it  to  them  for  their  Dexter 
Shoe  Co.  in  what  was  for  Buffett  an 
unusual  move:  He  actually  gave  away 
some  of  the  equity  by  paying  for 
Dexter  in  stock  rather  than  in  cash. 
He  also  paid  a  high  price:  1.7  times 
Dexter's  1993  sales  of  $260  million. 

Buffett  must  have  wanted  Dexter 
badly.  He  did.  "At  Dexter,"  says  Buf- 
fett, "they  do  everything  right." 


Harold  Alfond,  now  80,  learnec 
how  the  hard  way.  His  parents,  Polish] 
immigrants,  settled  in  Massachusetts 
at  the  turn  of  the  century.  His  fathel 
worked  in  a  shoe  factory  in  Lynnj 
Mass.,  and  young  Harold  followed 
him  to  the  factory  bench  after  gradu 
ating  from  high  school  in  1934.  "In 
those  days,  what  your  father  did,  you 
did,"  Alfond  says.  But  the  son  rose 
faster  than  the  father,  and  by  the  time) 
he  was  22  Harold  Alfond  was  a  planj 
superintendent  at  Kesslen  Shoe  Co.  in 
Kennebunk,  Me.  Enroute  to  a  fair  in 
Skowhegan,  Me.  in  1939,  Harold 
picked  up  a  hitchhiker  who  told  hirrj 
about  a  nearby  shoe  factory  for  sale 
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We've  invested  millions 
of  dollars  in  the  design  of 
something  we  hope  you'll 
never  use.  Ironic,  isn't  it? 

Fire  sprinklers  are  curious  things. 


More  recently,  Allendale  led  the  way  in 
the  research  and  development  of  the  Early  Suppression 
Fast  Response  (ESFR)  sprinkler.  This  permits  higher 
storage  as  well  as  the  storage  of  more  challenging 
commodities,  usually  without  subsequent  sprinkler 
retrofitting.  Instead  of  just  controlling  high  intensity  fires, 


Invest  a  lot  of  money  and  time  in  their  design  and       ESFR  sprinklers  can  actually  suppress  them,  normally 


engineering,  and  if  you're 
really  fortunate,  they'll 
never  be  put  to  use.  But 
if  ever  one  is  activated, 
rest  assured  that  it's 
capable  of  preventing  the 
spread  of  fire  and  minimizing  its  damage 


for  half  the  cost  of  any  other  arrangement. 

And  now,  by  integrating  our 

decades  of  fire  research  with  current 
European  sprinkler  designs,  we  have 
produced  benchmark  international 
fire  protection  guidelines.  The  result? 
A   flexible   approach   which  permits 


We  SHOULD  KNOW.  We've  BEEN  LEADING      cost-effective  use  of  any  number  of 


the  way  in  sprinkler  technology  since  the  '80s. 
The  1880s,  that  is.  Allendale  Insurance  has  been  a 


technologies  anywhere  in  the  world. 
Allendale  is  not  just  an 


leading  force  behind  the  development  of  modern  insurance  company.  We  work  to  help  you  prevent 
sprinkler  technology  through  its  partnership  with       property   loss,   minimize   damage,   and  reduce 


Factory  Mutual  Engineering  &  Research. 

During  the  1970s,  Allendale  Insurance 


disruptions  to  your  business. 

After  all,  your  business  is  changing 


and  Factory  Mutual  developed  the  large  drop  every  day.  We  are  committed  to  helping  you 
sprinkler,  which  greatly  limits  fire  spread  and  allows       anticipate  change,  manage  it,  and  to  stay  ahead  of  it. 


customers  more  flexibility  in  the  use  of  their 


That  way,  we  can  offer  our  policyholders 


warehouse  storage  space.  (^XsmuosSS  ^Jsss'ji  solutions  for  their  particular  challenges. 


1994,  Allendale  Insurance,  P.O.  Box  7500,  Johnston,  Rhode  Island,  02919. 


"There  are  plenty  of  reasons  why  Akzo  and  Nobel  reasons.  Butthatisonly  part  of  thestory.  The  main 
Industries  decided  to  join  forces.  Financial  reasons,  son  why  our  partnership  will  work  is  that  we  hav 
economic  reasons,  industrial  reasons,  geographical         same  mind  set.  We  are  both  client  driven,  we  hav 


Akzo  Nobel  is  one  of  the  world's  leading  companies  in  selected  areas  of  chemicals,  coatings,  health  care  products  and  fibers.) 
than  73,000  people,  active  in  50  countries  around  the  world,  make  up  the  Akzo  Nobel  workforce.  For  more  information,  wi 
call:  Corporate  Communications  Department/Si  3,  300  South  Riverside  Plaza,  Chicago,  II.  60606.  Phone  (312)  906-750( 


Ove  Mattsson,  member  Board  of  Management  Akzo  Nobel,  previously  President  Nobel  Industries: 


jrofessional  ambitions  and  we  share  the  same 
reneurial  spirit.  We  fit  both  in  body  and  soul, 
at  is  what  it  takes  to  create  the  right  chemistry." 


Dexter  Shoe 


Price:  $1,000.  His  father  dug  into  his 
life  savings,  and  the  Norrwock  Shoe 
Co.  was  born. 

At  Kesslen  Alfond  had  supervised 
the  manufacture  of  what  were  known 
as  Goodyear  Welt  shoes — heavy, 
leather  shoes,  so  named  because  of 
the  design  and  construction.  These 
shoes  were  tough  babies,  made  to 
withstand  the  wear  and  tear  of  daily 
use,  without  requiring  constant  re- 
placement. "If  you  knew  how  to 
make  Goodyear  Welts,  you  could 
make  anything,1''  Alfond  recalls. 

Out  on  their  own  Alfond  and  his 
lather  made  about  a  half  dozen  styles 
of  men's  and  women's  leather  shoes, 
most  of  them  casual.  By  1944  the 
company  was  doing  around  $4  mil- 
lion a  year,  but  Alfond 's  father  was 
sick  and  so  they  sold  out  to  Shoe 
Corp.  of  America  for  $1.1  million — a 
hefty  sum  in  those  days — and  an 
agreement  whereby  Harold  Alfond 
would  stay  on  as  president.  He  did, 
and  the  company  continued  to  thrive. 

In  the  early  1950s  Maine's  two 
U.S.  senators,  Owen  Brewster  and 
Margaret  Chase  Smith,  were  talking 
to  Alfond  about  how  to  create  jobs  in 
Brewster's  hometown  of  Dexter,  an 
old  wool  mill  town  about  35  miles 
northwest  of  Bangor.  Encouraged  by 
the  pols,  given  tax  breaks  by  the  town 
and  with  $10,000  in  cash  from  his 
own  family,  Alfond  bought  a  vacant 
mill  building  in  the  middle  of  Dexter. 
Dexter  Shoe  was  born  in  1957.  His 
brother  David  joined  him,  then  a 
nephew,  Peter  Lunder. 

At  first  Dexter  produced  a  fairly 
standard  line  of  sturdy  leather  dress 
and  casual  shoes  for  men  and  worn 
en — pretty  much  commodity  prod- 
ucts. But  in  the  late  1960s  Alfond 
began  to  produce  what  has  become 
Dexter's  signature  footwear:  casual 
leather  shoes  with  flexible  rubber  and 
composite  soles — boat  shoes,  field 
boots,  the  kind  of  sporty  footgear  one 
now  sees  in  Lands'  End,  L.L.  Bean 
and  other  casual  wear  catalogs. 

Alfond  initially  sold  his  shoes  under 
other  companies'  labels,  but  in  the 
1970s  he  started  to  put  the  Dexter 
name  on  his  shoes.  He  was  a  pioneer  in 
outlet  distribution;  there  are  now  77 
outlet  stores,  mostly  in  the  Northeast. 

Soon  Dexter  was  a  rare  success 
story  in  a  declining  domestic  industry. 
At  a  time  when  most  shoes  worn  in 
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the  U.S.  arc  produced  abroad,  Dexter 
remains  defiantly  American  and  still 
produces  about  65%  of  its  shoes  in  the 
state  of  Maine,  where  2,400  of  its 
3,900  employees  work  in  four  fac- 
tories. Another  1,500  Dex'terites 
work  in  a  Puerto  Rican  factory  run  by 
Harold's  son  Peter.  Dexter  produces 
roughly  30,000  pairs  of  shoes  a  day. 
Its  largest  customers  include  J.C. 
Penney,  Nordstrom  and  other  chains, 
but  Dexter  still  supplies  lots  of  inde- 
pendent shoe  stores  across  the  coun- 
try. A  pair  of  Dexter  men's  shoes 
retails  for  about  $70,  women's  for 
about  $50,  placing  the  brand  in  the 
middle  of  industry  price  points. 
"That's  where  the  volume  is,"  Alfond 
explains. 

Why  did  Dexter  succeed  where  so 
many  other  U.S.  shoe  factories  failed? 
Michael  Kormos,  who  runs  consult- 
ing firm  Footwear  Market  Insights, 
has  a  simple  explanation:  "Dexter," 
he  says,  "offers  one  of  the  highest 
values  per  dollar  of  any  U.S.  brand." 

It  produces  this  value  despite  pay- 
ing wages  that  are  high  by  shoe  indus- 
try standards.  Dexter's  production 
workers  in  Maine  earn  $8  an  hour  on 
average,  excluding  overtime;  workers 
in  Puerto  Rico  get  nearly  $5  an  hour. 
By  contrast,  competitors  Bass  and 
Timberland  make  some  of  their  shoes 
in  the  Dominican  Republic,  where, 
for  example,  shoe-factory  wages  for 
Bass  start  at  60  cents  an  hour. 

To  counter  its  competitors'  labor 
cost  advantages,  Alfond  has  invested 
in  state-of-the-art  production  equip- 
ment. Dexter's  executive  offices  are 
spartan;  the  administrative  staff  num- 
bers about  30 — for  over  4,000  com- 
pany employees.  Alfond  and  his  neph- 
ew, Lunder,  share  a  secretary.  The 
company  is  entirely  debt  free  and 
spends  only  2%  or  so  of  sales  on 
advertising,  less  than  half  what  many 
of  its  competitors  spend. 

In  recognition  of  its  efforts  to  keep 
its  customers  well  supplied,  in  the  past 
two  years  Dexter  has  won  outstand- 
ing-supplier awards  from  two  of  its 
largest  customers,  J.C.  Penney  and 
Nordstrom. 

Today  Dexter  commands  a  number 
two  or  number  three  market  share  in 
several  of  its  particular  categories. 
Pretax  earnings  in  1993  were  about 
$40  million,  a  healthy  15%  of  sales  in 
an  industry  where  only  a  handful  of 


companies — Stride  Rite  and 
Nike  among  them — can 
consistently  do  9%  or  better. 

Now  you  know  why 
Warren  Buffett  was  willing 
to  give  up  a  bit  of  equity  to 
own  Dexter. 

Buffett  learned  of  Dexter 
and  the  Alfond  clan  a  few 
years  ago  from  Frank 
Rooney.  As  head  of  special- 
ty retailer  Melville  Corp.  in 
the  early  1970s,  Rooney 
had  wanted  to  buy  Dexter 
but  was  rebuffed  by  Alfond. 
Rooney  left  Melville  to 
head  H.H.  Brown  Shoe 
Co.,  which  Berkshire  Hath- 
away acquired  in  1991.  He 
began  singing  Dexter's 
praises  to  his  new  boss. 

In  early  1993,  at  Roon- 
ey's  urging,  Buffett  met 
Harold  Alfond  at  the  air- 
port in  West  Palm  Beach, 
Fla.  "We  went  to  some  little 
restaurant  based  on  a  World 
War-  II  theme,  had  a  ham- 
burger and  talked  about 
shoes,"  says  Buffett.  Buffett 
made  a  cash  offer  right  off 
die  bat.  Alfond  didn't  want 
to  give  nearly  a  third  of  his 
hard-earned  fortune  to  the 
tax  collector.  He  informed 
Buffett  he  wanted  Berkshire 
Hathaway  stock.  Buffett  said 
he'd  have  to  think  about  it. 

Swallowing  hard,  Buffett 
agreed.  He  had  always  said 
he'd  consider  issuing  Berk- 
shire stock  if  he  believed  he 
was  getting  as  much  value 
as  he  was  giving,  and  Dex- 
ter filled  the  bill. 

One  thing  Buffett  was 
confident  about:  Dexter 
didn't  need  any  manage- 
ment   help.    Leading  its 


management  team  is  Peter 
Lunder,  60,  who  runs  day-to-day  oper-S 
ations.  Also  on  board  are  Alfond's  three; 
sons:  Theodore,  50,  and  William,  46 J 
who  work  in  sales,  and  Peter,  42.  Othera 
top  managers  are  also  old-timers;  Al-I 
fond  says  95%  rise  through  the  ranks. 

Several  months  after  the  Florida 
meeting — and  with  Berkshire  Hatha- 1 
way  trading  near  its  alltime  high — J 
Buffett  and  Alfond  met  in  Peter  Lun-| 
der's  apartment  in  Boston.  There  J 
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Dexter  founder 
Harold  Alfond  and 
veteran  employee 
Velma  Sinclair 
A  rare  success 
story  in  a 
declining 
domestic 
industry. 


/ithout  lawyers  or  investment  bank- 
rs  to  complicate  matters  and  am  up 
uge  bills,  they  did  the  deal. 
That  dealmaking  must  have  been 
uite  a  session.  Alfond  and  Buffett 
ave  a  lot  in  common.  Both  men  are 
enuinely  folksy  and  unlike  most 
lagnates  travel  without  entourages, 
ach  owns  part  of  a  baseball  team— 
loiffett's  is  the  minor  league  Omaha 
oyals,  Alfond's  the  Boston  Red  Sox. 


Told  Buffett  didn't  wear  Dexter  shoes 
until  he  bought  the  company,  Alfond 
shoots  back:  "Well,  I'd  never  heard  of 
him  before,  either." 

Berkshire  Hathaway  now  owns 
three  shoe  companies;  the  others  are 
H.H.  Brown  and  Lowell  Shoe  (com- 
bined revenues  over  $300  million). 
Workboots  and  casual  shoes  are  more 
popular  than  athletic  shoes  these  days, 
and  Americans  are  dressing  more  casu- 


ally for  work.  "The  'dress'  business  is 
going  to  decrease  rapidly.  Dexter  will 
be  a  big  beneficiary  of  the  trend,"  says 
William  Boettge,  president  of  the  Na- 
tional Shoe  Retailers  Association  and 
an  acquaintance  of  Alfond.  "At  Dexter 
they  know  their  niche,  they  know  it 
cold."  Says  Buffett:  "My  guess  is,  we 
do  expand  further  in  shoes  but  never 
find  an  operation  that's  any  better  run 
than  Dexter."  WM 
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Lots  of  business  people  call  themselves  contrarians. 
Trinity  Industries'  Ray  Wallace  is  the  genuine  article. 

"Nobody  else 
wanted  them" 


By  R.  Lee  Sullivan 

"If  YOU'RE  IN  a  replacement  business, 
you  just  have  to  let  time  work  for 
you,"  counsels  W.  Ray  Wallace,  the 
crusty  chairman  of  Dallas'  Trinity  In- 
dustries, Inc.  "We've  always  lined  up 
with  the  contrarians." 

And  made  it  pay.  Under  Wallace, 


Trinity  posted  record  losses  when  its 
main  business,  building  railroad  cars, 
collapsed  in  the  early  1980s.  But 
while  railcar  builders  like  Pullman 
Standard  fled  the  industry,  Wallace 
stayed  put  and  snapped  up  their  assets 
at  bargain  prices.  When  railroads  be- 


gan replacing  their  aging  rolling  stock 
in  the  early  1990s,  Trinity  was  the 
market  leader,  with  half  of  all  U.S. 
railcar  production  capacity.  Last  year 
the  company  earned  a  record  $76 
million  ($1 .70  per  share)  on  revenues 
of  $1.8  billion,  with  nearly  half  of 
those  revenues  and  profits  coming 
from  the  railcar  division. 

Now  Wallace  is  looking  ahead  to 
prospects  in  a  related  industry:  barge 
building.  Back  in  1981  total  U.S. 
barge  production  hit  2,600  units, 
with  Trinity  accounting  for  1 2%  of  the 
output.  By  1987  total  output  was 
down  to  45.  That's  when  the  barge 
business  started  looking  really  good 
to  Wallace,  who  had  begun  buying  up 
shipyards  cheap.  "Nobody  else  want- 
ed them,"  he  recalls. 

Today  Trinity  owns  15  U.S.  ship- 
yards, and  the  competition  in  barge 
building  has  dwindled  from  a  dozen 
manufacturers  to  just  five.  "If  you 
can't  dominate  a  market,  you 
shouldn't  be  in  it,"  growls  Wallace, 
who  in  the  space  of  a  decade  has 
cornered  half  of  all  U.S.  barge-build- 
ing capacity,  at  a  cost  of  only  $100 
million.  "A  once-in-a-lifetimc  oppor- 
tunity," he  says. 

Last  year  Trinity's  marine  division 
(which  produces  tugboats,  ferries  andl 
fishing  boats  as  well  as  barges)  ac- 
counted for  just  $360  million  of  the! 
company's  revenues,  and  barely  $30j 
million  in  operating  earnings.  But 
Wallace  knows  barges,  like  railcars, 
have  finite  lives.  Few  barges  have  been 
launched  since  federal  tax  credits  en 
couraging  barge  (and  railcar)  con 
struction  were  curtailed  in  the  mid 
1980s,  with  the  result  that  the  average! 
age  of  the  nation's  20,000  bargesj 
is    15   years,   close   to  retirement! 


Trinity  Industries'  Moss  Point  shipyard  in  Escatawpa,  Miss. 
When  the  U.S.  output  of  barges  dropped  from  2,600  to  45, 
Ray  Wallace  began  buying. 


Chairman  Ray  Wallace 
"We've  always  lined  up 
with  the  contrarians." 
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People  told  us 
what  we  could  do 
with  confusing 
rebates  and  option 
packages. 

Here's  the  part 
we  could  print. 


upfront.  Without  a  lot  of  haggling.  Basically,  you  told  us  to  make  buying  a  car  easier,  more 
enjoyable— maybe  even  fun.  And  considering  it's  il/^^lx^^fc^v^^^l^sil/^v 
your  money,  we  think  it  ought  to  be.  Demand  Better.   \4m\^v<^AkD\   I   I  v-/k_xl  \\~s 


V  Asking  people  what  they  think  about  car  shopping  made  us  realize  we  need 
A  to  make  it  a  lot  simpler.  Starting  now.  By  equipping  every  new  Oldsmobile 
"  with  the  most  popular  options,  standard.  By  taking  out  confusing  rebates- 
but  leaving  in  the  savings.  So  our  retailers  can  give  you  their  best  price  right 


.©  1994  GM  Corp  All  rights  reserved.  Buckle  Up.  Amenta! 


Are  you  ready  for 
the  55%  tax? 

If  you  think  your  income  tax  is  high,  consider  what  estate  taxes 
may  do  to  your  wealth.  Will  your  heirs  have  to  forfeit  45%,  55% 
or  more  of  what  you've  worked  so  hard  to  build? 

The  most  cost-effective  tool  yet  devised  to  pay  estate  taxes  - 
without  having  to  deplete  your  assets  -  is  Low-Load  Survivorship 
Life  Insurance  from  Ameritas,  a  107-year-old,  top-rated  company. 

•  NO  Sales  Loads 

•  NO  Surrender  Charges 

•  Full  Disclosure  of  Costs 

•  Experienced  Professional  Guidance 

Why  should  Uncle  Sam  get  the  lion's  share  of  what  you've  spent 
your  lifetime  accumulating?  Call  today  for  a  free  proposal. 

1-800-552-3553 

Don't  buy  life  insurance  until  you  call. 

VERITAS 

A  direct-to-consumer  service 
of  Ameritas  Life  Insurance  Corp. 


Available  in 
most  states. 
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Mental  illness  has  warning  signs,  too. 

Excessive  anger.  Withdrawal  from  social  activities.  Persistent 
sleeplessness.  These  could  be  the  first  warning  signs  of  a  mental 
illness.  Unfortunately,  most  of  us  don't  see  the  signs.  ». 
Which  is  tragic.  Because  mental  illness  can  be  treated. 
In  fact,  2  out  of  3  people  who  get  help,  get  better.  For 
a  free  booklet  about  mental  illness,  write  to  or  call: 

American  Mental  Health  Fund 
P.O.  Box  17700,  Washington,  DC  20041 
1-800-433-5959 

Learn  to  see  the  sickness. 


Trinity  Industries 

age.  "This  fleet  will  die  within  seven 
years,"  warns  John  Lambert,  editor  ol 
St.  Paul's  Barge  Fleet  Profile,  an  in 
dustry  statistical  publication. 

Right  now  a  quarter  of  Trinity's 
shipyards  are  idle,  and  some  open 
yards  are  building  barges  at  close  tc 
break-even,  just  to  keep  the  worw 
force  busy.  All  part  of  being  contrar-j 
ian,  says  Wallace:  "We'll  sacrifice  a 
little  today  for  tomorrow.  We'd  rath 
er  own  a  yard  closed  down  than  hav< 
you  own  it." 

Trinity  has  used  the  downtime  f 
modernize  its  barge-building  facili 
ties,  automating  manufacturing  task 
like  welding  to  reduce  labor  and  im 
prove  quality.  The  innovations,  com 
bined  with  Trinity's  dominant  market 
share,  have  already  allowed  the  comj 
pany  to  ratchet  operating  margins  in; 
its  marine  division  from  2%  in  1992  to 
7%  today. 

When  will  the  barge  market  recov 
er?  Two  years,  maximum,  replies  Wal- 
lace. Barge  operators  are  beginning  to 
aggressively  repair  their  fleets  in  order 
to  extend  the  vessels'  useful  lives 
"That's  always  the  first  sign,"  Wallace 
observes. 

Jeffrey  Beach,  an  analyst  who) 
watches  Trinity  at  Rauscher  Pierce 
Refsnes  in  Dallas,  predicts  marine 
products  will  become  an  $800  million 
business  for  Trinity,  more  than  dou- 
ble its  current  size.  Thanks  to  barges 
and  other  aging  vessels  like  tugboats 
and  supply  boats,  Beach  foresees  the 
company's  earning  $6  per  share  by 
1 997;  at  a  recent  $34  a  share,  Trinity's 
stock  has  increased  threefold  since 
1990  but  even  so  sells  at  less  than  six 
times  Beach's  projection. 

Looking  beyond  barges,  Wallace 
now  71  and  Trinity's  head  for  36 
years,  sees  cement  as  another  cyclical 
replacement  business  he  wants  Trinity 
to  be  in.  He  has  been  quietly  buying 
up  ready- mix  concrete  plants  for 
Trinity's  construction  division  (19% 
of  sales  last  year),  spending  $50  mil 
lion  since  1991. 

Despite  the  recent  upturn  in  ce- 
ment prices  (Forbes,  July  18),  ready- 
mix  assets  are  still  reasonably  priced, 
says  Wallace.  He  thinks  Washington 
will  start  throwing  money  at  rebuild 
ing  the  U.S.'  battered  highways  and 
bridges  sometime  before  the  next 
election.  Predicts  Wallace:  "That's 
Clinton's  insurance  policy." 


William  Tell  Monument,  Altdorf 


Statue  of  Liberty,  New  York 


Credit  Suisse's  success  is  rooted  in  the  free-enter- 
prise traditions  of  one  of  the  world's  longest-establis- 
hed democracies.  We  combine  the  essential  qualities 
of  Swiss  stability,  security  and  reliability  with  a  dyna- 
mic global  presence. 


Credit  Suisse,  in  partnership  with  CS  First  Boston, 
is  one  of  the  world's  leading  international  financial 
services  groups.  Full-service  banking  backed 
by  solid  Swiss  tradition  -  it's  a  combination  that's 
hard  to  beat. 


We  do  more  to  keep  you 


at  the  top. 


CREDIT  SUISSE 
CS 


Head  Office1  Zurich/Switzerland:  Represented  in  ali  major  international  financial  centres.  In  the  USA  and  Canada:  New  York    Los  Angeles  ■  Atlanta  -  Chicago  •  Houston  •  Miami  •  Montreal 

San  Francisco  •  Toronto  •  Vancouver 


If  you  think  helping  build  a  dam  or  brir 


r 
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The  fall  of  the  Berlin  Wall  was  more  than 
the  demolition  of  a  historic  concrete  barrier.  When 
Caterpillar  equipment  helped  bring  down  the  wall, 
it  created  new  opportunities  for  expanding  markets 
in  Eastern  Europe  and  around  the  world.  In  fact. 


If 


a  sizable  chunk  of  the  peace  dividend  is  already  flow- 
ing into  the  U.S.  economy. 

The  Commonwealth  of  Independent  States — thj 
former  Soviet  Union — purchased  nearly  $200  million 
worth  of  Caterpillar  equipment  in  1993  alone. 


With  a  worldwide  reputation  like  ours,  it's  not 
uprising.  Almost  half  of  our  $11  billion  in  sales  last 
jar  came  from  customers  outside  the  United  States. 

But  we  manufactured  nearly  three-quarters  of 
ur  products  in  the  U.S. 


Caterpillar  is  known  for  the  things  we  help 
build.  But  one  of  the  jobs  we're  proudest  of  is  some- 
thing we  helped  tear  down. 

CATERPILLAR 


In  upholding  racial  quotas,  judges 
ignore  the  Constitution's 
equal  protection  provisions. 

Quota  enforcers 


BY  THOMAS  SOWELL 


Dr.  Thomas  Sowell  is  an  economist 

and  a  senior  fellow  at  the  Hoover  Institution 

in  Stanford,  Calif. 


Some  opponents  of  affirmative  ac- 
tion may  have  been  cheered  by  a 
federal  case  in  Texas  where  the  court 
ruled  that  the  University  of  Texas  Law 
School's  special  minority  admissions 
program  violated  the  14th  Amend- 
ment's requirement  of  equal  protec- 
tion of  the  law.  How  ever,  quotas  arc- 
still  alive  and  well  after  this  decision. 
Whether  the  14th  Amendment  is  still 
alive  and  well  is  another  question. 

Four  white  students  w  ho  applied  to 
the  law  school  at  the  University  of 
Texas,  and  were  turned  dow  n,  sued 
because  minority  students  with  lesser 
credentials  w  ere  admitted.  They  won 
the  case — and  were  awarded  one  dol- 
lar each  in  damages,  as  well  as  the 
right  to  apply  again  next  year.  If  it 
were  not  for  the  honor  of  the  thing, 
they  might  as  well  have  lost.  The  rule 
of  law  lost  even  bigger. 

For  those  still  naive  enough  to 
expect  judges  to  follow  the  plain 
words  of  the  w  ritten  law,  Federal 
District  Judge  Sam  Sparks  disabused 
them  of  this  notion  early  in  his  opin- 
ion. Although  the  14th  Amendment 
guarantees  "equal  protection  of  the 
laws,"  fudge  Sparks  dismissed  "a 
simplistic  application"  of  these 
words.  According  to  the  judge,  "giv- 
ing minority'  applicants  a  'plus1  is 
lawful."  In  other  words,  some  are 


more  equal  than  others. 

How  does  he  reconcile  this  with  the 
Constitution's  requirement  of  equal 
protection?  By  referring  to  a  "tension 
that  exists  when  the  individual  rights 
of  nonminorities  come  into  conflict 
with  programs  designed  to  aid  minor- 
ities." Tension  is  a  much  loftier  word 
than  contradiction — and  not  as  hon- 
est. Its  practical  effect  is  to  allow 
judges  to  pick  and  choose  when  they 
will  apply  the  written  law  and  when 
they  will  not. 

For  the  ordinary  citizen,  it  means 
that  there  is  no  way  to  know  in  ad- 
vance what  is  and  is  not  legal.  Con- 
trary to  the  Constitution's  prohibi- 
tion against  ex  post  facto  laws,  judges 
tell  you  after  the  fact  whether  or  not 
they  liked  what  you  did.  Rut  there  is 
no  principle  involved — just  "ten- 
sion" that  they  can  resolve  any  way 
they  want. 

The  very  idea  that  there  can  be  a 
principle  is  undermined  when  Judge 
Sparks'  opinion  refers  to  "trying  to 
reconcile  the  meaning  of  words  writ- 
ten over  a  century  ago  with  the  reali- 
ties of  the  latter  twentieth  century." 
This  is  the  now-familiar  argument 
that  changes  in  society  have  made 
necessary  a  change  in  the  law. 

Even  if  this  argument  is  accepted, 
it  is  still  a  non  sequitur  to  say  that 
judges  are  the  ones  to  make  the 
change.  There  are,  after  all,  elected 
officials  who  can  decide  whether  a 
change  is  in  order — and  what  kind 
of  change.  They  can  also  reconsider 
their  decision  if  experience  con- 
vinces them  (or  the  voters)  that  they 
have  made  a  mistake. 

Words  like  "realities"  and  "ten- 
sion" are  blank  checks  for  judges  to 
turn  their  prejudices  into  "the  law  of 
the  land" — and  to  make  their  mis- 
takes uncorrectable.  The  particular 
mistakes  that  they  make  are  far  less 
important  than  their  undermining  t  he 


very  concept  of  the  rule  of  law.  Arbi- 
trary edicts  from  judges  are  not  the 
rule  of  law,  they  are  the  rule  of  lawless- 
ness from  the  bench. 

Judge  Sparks  repeats  all  the  unsub- 
stantiated cliches  about  affirmative 
action.  For  example,  he  seems  con- 
vinced that  he  can  tell  "the  present 
effects  of  past  discrimination," 
though  he  offers  nothing  concrete  to 
support  this  dogma. 

Why  no  such  present  effects  of  past 
discrimination  seem  discernible  in  the 
case  of  Asian-Americans  is  a  question 
neither  asked  nor  answered.  Nor  is 
there  the  slightest  interest  shown  in 
whether  blacks  in  fact  do  better  or 
worse  in  schools  with  a  history  of  past 
exclusion  and  discrimination.  This 
whole  line  of  reasoning — if  it  can  be 
called  that — is  hermetically  sealed  off 
from  any  unpleasant  confrontations 
with  fact. 

One  of  the  most  unpleasant  facts  of 
all  is  that  minority  students  admitted 
with  lower  qualifications  fail  to  gradu- 
ate more  often  than  students  admit- 
ted under  normal  standards,  whether| 
these  latter  students  are  black  or 
white.  Those  who  do  graduate  tend! 
to  come  in  at  the  bottom  of  their  class. 
Yet  supposedly  responsible  adults  se- 
riously believe  that  this  makes  fori 
better  race  relations. 

Why  did  the  University  of  Texas 
lose  this  case,  if  affirmative  action  is  so) 
right  and  so  necessary?  Because  it  had 
separate  admissions  procedures  for 
white  and  minority  applicants.  Put 
them  ail  in  the  same  pool,  giving 
minority  students  a  "plus"  factor,  and 
all  will  be  well.  It  is  the  same  distinc- 
tion without  a  difference  that  earned 
such  kudos  for  former  Supreme 
Court  Justice  Lewis  F.  Powell  in  his 
Bakke  decision  back  in  1978. 

Another  distinction  without  a  dif- 
ference by  Judge  Sparks  is  between  a] 
flexible  "goal"  and  a  rigid  "quota." 
But  the  objection  to  a  quota  is  that  it 
is  a  quantitative  rather  than  a  quali- 
tative criterion.  It  is  body  count 
rather  than  intellectual  quality. 
Whether  the  quantitative  criterion 
is  flexible  or  rigid  is  incidental  and  a 
red  herring. 

Like  so  many  unprincipled  deci-' 
sions,  this  one  is  rambling  and 
verbose.  Obviously,  you  cannot  get  to 
the  point  if  there  is  no  point 
to  get  to.  ■ 
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A  brilliant  entrepreneur's  confidence  in  his  own  vision 
led  Raychem  to  bite  off  more  than  it  could  chew. 
Confidence  is  one  thing,  hubris  another. 

A  long,  long 
last  mile 

By  Seth  Lubove 


Raychem  Chief  Executive  Officer  Robert  Saldich 

'  'The  strengths  of  Raychem  were  harder  to  preserve  than  the  weaknesses  were  to  fix. " 


After  building  it  into  a  $  1 . 1  billion 
company,  Paul  Cook  retired  in  1990 
as  chief  executive  of  Raychem  Corp., 
the  company  he  founded  a  third  of  a 
century  earlier  in  a  Redwood  City, 
Calif,  garage.  To  his  successor,  Rob- 
ert Saldich,  Cook  handed  a  baton  and 
this  piece  of  advice:  "Take  risks,  be 
bold,  take  chances." 

The  trouble  with  the  advice  was 
that  in  Cook's  later  years  Raychem's 
problems  had  grown,  not  out  of  ti\ 
midity,  but  out  of  an  excess  of  bold- 
ness. Saldich  took  over  a  company 
that  had  just  disrupted  an  almost  un 
broken  record  of  profitability  to  re 
port  a  loss  of  $  1 1 1  million 
Its  once  almost  debt-free 
balance  sheet  soon  had  a] 
debt  ratio  of  25%  of  capital 
Cook  had  succumbed  to 
the  call  of  high-tech  glam 
our,  making  a  huge  bet  on 
fiber-optics  technology 
That  was  a  far  cry  from  Ray- 
chem's  normal  business  o| 
manufacturing  products 
like  heat-shrinkable  tubing, 
circuit  protection  devices) 
and  self-regulating  heaters. 
To  date,  the  venture  has 
cost  Raychem  a  half-billiol 
dollars — in   effect  wiping 
out  seven  years  of  earnings 
in  the  core  businesses. 

It  has  taken  Saldich  three) 
years  to  stop  the  bleedings 
In  the  1994  fiscal  year, 
which  ended  June  30,  Ray- 
chem was  marginally  back 
in  the  black.  The  fiber-op- 
tics subsidiary',  Raynet,  is 
still  bleeding,  but  Ray- 
chem's core  businesses  are 
stronger  than  ever.  With- 
out Raynet,  according  to 
Merrill  Lynch's  lerry 
Labowitz,  Raychem  would 
have  earned  $2.42  a  shard 
in  fiscal  1994  and  perhaps! 
$3  a  share  in  fiscal  1995. 

Paul  Cook,  now  70,  still 
chairman  but  retired  from) 
Raychem,  was  a  brilliant) 
entrepreneur,  a  pioneer  oil 
what  later  became  Silicon 
Valley.  How  could  he  havd 
gone  so  wrong?  Hubris, 
perhaps.  Although  personH 
ally  a  modest  man,  he  seems 
the  end  to  have  over- 
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Raychem 


reached  himself.  He  badly  underesti 
mated  die  cost  of  the  project  and  the 
amount  of  time  it  would  take. 

Yet  you  pardon  his  self-confidence. 
Cook  had  a  brilliant  record  as  a  scien- 
tist and  as  a  businessman.  Thirty- 
seven  years  ago  he  had  the  bright  idea 
of  making  a  business  by  bombarding 
certain  plastics  with  high-energy  elec- 
trons. Out  of  that  came  products  such 
as  lightweight  wire  and  cable,  heat- 
shrinkable  tubing  and  splice  cases  for 
telephone  cables.  Mundane  products, 
but  essential  in  high-stress  applica- 
tions such  as  jet  aircraft  and  pipelines. 

With  over  4,230  U.S.  and  foreign 
patents,  Raychem  was  soon  making 
everything  from  Cook's  original  plas- 
tic tubing  to  solid-state  resettable 
fuses  and  the  ubiquitous  computer 
touch  screens  for  such  things  as  res- 
taurant cash  registers.  For  many  years 
Raychem  shares  sported  one  of  the 
highest  price/earnings  ratios  among 
major  U.S.  businesses. 

Cook  now  had  another  shrewd 
technological  hunch:  that  installation 
of  fiber-optics  lines  for  the  long  dis- 
tance communications  networks 
would  require  a  "local  loop"  to  ex- 
tend the  fiber  from  central  switching 
centers  to  individual  homes  and  busi- 
nesses. Raychem  developed  convert- 
ers and  switches  to  replace  with  fiber 
the  traditional  copper  wire  still  used  in 
die  local  loop.  In  1987  Cook  created 
a  separate  subsidiary,  Raynet,  to  man- 
ufacture the  systems. 

But  this  time  Cook's  vision  was  too 
far  ahead  of  the  market.  The  local 
phone  companies  weren't  yet  ready  to 
commit  to  fiber  optics,  much  less  to 
fiber-optic  local  loops.  Meanwhile, 
AT&T  got  the  same  idea  Cook  had.  It 
was  soon  offering  total  fiber  optics 
systems,  while  Raychem's  Raynet  was 
offering  only  the  "last  mile." 

Saldich  had  not  taken  over  to  liqui- 
date Cook's  last  vision.  Far  from  it. 
He  had  previously  headed  the  Raynet 
operation  and  knew  both  its  problems 
and  its  opportunities.  He  still  had 
faith  in  Rayiiet's  product,  but  it  was 
clear  Raychem  had  bitten  off  more 
than  it  could  chew.  In  July  Saldich 
announced  a  preliminary  deal  with 
Swedish  communications  giant  L.M. 
Ericsson  to  put  Raynet  into  a  partner- 
ship to  be  51%  owned  by  Ericsson. 
With  Ericsson,  Riynet  can  also  offer 
complete  systems.  And  the  deal  gets 
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Raynet  off  Raychem's  books. 

In  short,  Saldich  is  tempering  bold- 
ness with  some  elementary  caution. 
"We  were  betting  on  Raynet,  but 
counting  on  Raychem,"  he  says.  No 
sooner  was  he  installed  in  the  chief 
executive's  office  than  Saldich  set 
about  making  sure  that  the  company 
could  continue  to  count  on  Raychem. 

"We  were  great  on  crises,  great  on 
science,  but  we  were  terrible  at  rou- 
tinely delivering  product  on  time  to 
customers,"  confesses  Saldich.  He 
was  surprised  to  learn  that  Raychem 
was  delivering  45%  of  its  product  later 
than  promised.  Now  it's  below  10%, 
and  Saldich  wants  it  at  less  than  5%. 

Raychem  was  spending  as  much  as 
4.6%  of  sales  on  finance  and  account- 
ing. No  matter  how  advanced  its 
products  may  have  been,  there  was 
nothing  state-of-tiie-art  about  its 
management  procedures.  Its  accoun- 


tants took  19  days  after  each  quarter 
to  close  the  books,  more  than  four 
times  longer  than  some  other  compa- 
nies. Accountants  in  Germany  would 
prepare  financial  statements  on  a 
computer,  then  print  out  and  fax  the 
statements  to  Menlo  Park,  where 
they'd  be  hand -typed  into  another 
computer  using  the  same  software. 
Today,  like  any  well-run  company, 
Rwchem  transmits  its  numbers  elec- 
tronically, cutting  the  time  it  takes  to 
close  the  books  almost  in  half. 

Deidra  Barsotti,  vice  president  and 
corporate  controller,  is  reducing  Ray- 
chem's 1 7  transaction  processing  cen- 
ters in  Europe  to  3  locations,  and 
from  5  to  1  in  the  U.S.  Raychem  used 
to  turn  over  inventory  just  twice  a 
year;  now  it  is  up  to  about  three  times. 
"This  isn't  rocket  science,"  says  Bar- 
sotti. Just  blocking  and  tackling. 

While  she  was  blocking  and  tack- 
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ling,  Saldich  was  revamping  strategy. 
Defense  spending — as  much  as  30% 
of  sales  during  the  late  1980s — was 
dwindling  fast.  In  the  electronics  seg- 
ment's Thermotit  division,  as  much  as 
70%  of  sales  were  defense  related. 

John  McGraw,  who  heads  Ther- 
mofit, is  redirecting  its  efforts  toward 
commercial  applications  such  as  the 
automotive  industry.  This  is  no  easy 
task.  The  unit  was  geared  toward  the 
small-batch,  high-cost  structure  of 
military  work.  Now  the  focus  is  on 
cost-cutting  and  volume. 

In  a  Thermofit  plant  in  Britain,  for 
example,  it  took  extruder  machine 
operators  two  hours  to  change  over 
their  machines  for  new  product  lines, 
a  costly  waste  of  time  when  entire 
production  nans  last  only  five  or  six 
hours.  McGraw  had  the  workers  vid- 
eotaped during  changeovers,  then 
had  them  watch  the  tapes.  The  opera- 


tors came  up  with  their  own  time- 
saving  ideas,  and  machine  change- 
overs  now  take  as  little  as  45  minutes. 

One  new  Thermofit  product:  the 
"feedthrough,"  the  sleeve  in  which 
wires  from  a  car's  engine  pass  through 
the  firewall  into  the  interior  of  the  car. 
Today's  electronically  controlled  cars 
use  more  wire  than  ever,  making  it 
difficult  to  pass  all  the  wire  and  con- 
nectors through  the  commonly  used 
synthetic  rubber  feedthroughs.  Ther- 
mofit's  engineers  developed  an  irradi- 
ated plastic  feedthrough  that  is  deliv- 
ered at  seven  times  its  eventual  size, 
then  heated  up  and  shrunk  after  all  the 
wires  are  through.  Thanks  to  cost- 
cutting  and  volume,  Thermofit  sells 
them  at  a  fraction  of  the  cost  it  got  for 
a  similar  product  used  in  tanks. 

Similar  changes  have  taken  place 
throughout  the  company.  "Your  cus- 
tomers expect  price  reductions,"  says 
Peter  Brooks,  head  of  Raychem's  fast- 
growing  Polyswitch  division.  "When 
one  of  your  biggest  customers  is 
Compaq,  you  better  just  look  at  what 
they're  doing.  With  them  cutting 
prices  22%,  you  don't  want  to  go  in 
and  say  we're  raising  prices  10%." 

Saldich  has  even  overhauled  the 
"scientists'  sandbox,"  Cook's  once 
sacrosanct  research  division,  signing 
on  a  former  General  Electric  execu- 
tive, Joseph  Wirth,  as  chief  technical 
officer.  "Raychem  is  a  company  that 
always  had  a  number  of  veiy  creative 
technical  people,"  says  Wirth.  "But 
it's  also  a  company  that  lacked  disci- 
pline on  how  the  technology  was 
delivered  to  the  marketplace.  In  the 
past,  we  kind  of  fell  in  love  with  a 


technology  and  assumed  the  custom- 
ers would,  too."  Wirth  installed  a 
"design  review  process"  to  evaluate 
the  business  applications  of  research 
early  on  in  the  development  process. 
He  has  identified  and  is  tracking 
closely  the  new  projects  he  believes 
will  constitute  half  of  the  company's 
growth  over  the  next  five  years. 

Wirth  is  also  exploiting  Raychem's 
existing  technologies.  For  example, 
little  had  been  done  to  advance  Ray- 
chem's ability  to  use  radiation  to 
cross-link  polymers,  the  technology 
on  which  the  company  was  founded. 
"Now,  after  two  years,  we're  seeing 
some  significant  advances  in  our  capa- 
bilities in  that  area,"  says  Wirth. 

"The  strengths  of  Raychem  were 
harder  to  preserve  than  the  weakness- 
es were  to  fix,"  says  Saldich.  But  the 
hard  work  has  paid  off  handsomely. 

The  results  of  all  this  are  in  the 
numbers — though  Raynet's  losses 
somewhat  mask  the  gains.  In  the 
1990  fiscal  year,  Raychem's  pretax 
margin  and  return  on  equity  without 
Raynet  were  both  a  lowly  6%.  In  fiscal 
1994,  the  pretax  margin  was  10%  and 
return  on  equity  had  climbed  to  15%. 
Saldich  says  that's  still  too  low. 

After  the  unhappy  lesson  of  Raynet, 
would  Paul  Cook  repeat  his  advice  to 
Saldich  to  be  bold,  take  chances? 

"In  the  final  analysis,  you  can't 
continue  to  reduce  costs  and  grow," 
says  Cook,  now  chairman  of  SRI  Inter- 
national, the  Menlo  Park,  Calif,  re- 
search outfit.  "You  have  to  be  bold 
and  take  some  risks.  But  Raynet 
usurped  our  ability  to  take  too  many 
risks  besides  Raynet."  WM 
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Another  IBM  Client/Server  Success. 


u  What  you 

need  for 
client/server 
is  a  partner 

who's 
animated." 


Warner  Bros.  Studio  Stores  are  opening  about  as  fast 
as  a. ..beep  beeip...Roadrunner,  and  a  big  part  of  their  busi- 
ness is  original  artwork,  or  eels,  from  Warner  Bros,  cartoons. 

"No  two  production  eels  are  alike,  yet  each  one  has  to 
be  available  in  all  of  our  100  stores,  simultaneously,"  says 
Karine  Joret,  Vice  President,  Worldwide  Marketing. 

What  Joret  needed  was  a  client/server  system  that 
could  1)  display  eels  in  perfect  detail,  2)  be  easy  enough 
for  any  user,  3)  make  it  impossible  for 
two  customers  to  order  the  same  eel  and 
4)  integrate  smoothly  with  their  existing 
point-of-sale  system. 

"We  also  needed  a  vendor  who  really 
knew  retailing 
and  could  do  the 
entire  job,  at  our 
speed.  It  was 
IBM." 

What  IBM 
created  is  an 
OS/2s-based  mul- 
timedia system 
with  touch- screen 
PC  clients  in 
stores  and  a  server 
in  Burbank,  all 
tied  in  to  a 
RISC-based 
network  for 

point-of-sale.  IBM  wrote  the  application 
software  and  helped  build  facilities  for  digi- 
tizing images  at  the  Warner  Bros.  Studios. 

"Now,"  says  Joret,  "instead  of  flipping 
through  photocopies,  customers  browse  on  a 
screen,  and  the  instant  a  eel  is  bought  it's  pulled  from  the 
system,  even  as  other  customers  browse  in  other  stores.  It's 
exactly  what  we  asked  for. 

"As  upcoming  animated  films,  such  as  the  Roadrunner\ 
'Chariots  of  Fur,'  create  more  demand  for  our  products,  our 
business  grows  and  our  needs  change.  IBM  is  always  right 
there  with  us;  I  can't  tell  you  how  helpful  that  is." 

It's  another  side  to  client/server  IBM  takes  seriously:  that 
you're  the  client,  and  we're  the  server.  Call  us  and  you'll  see. 
That's  all  folks. 

For  more  information  about  IBM  Client/Server,  ask  for  extension  "star"  802  at 

1 800 IBM-3333. 


Karine  Joret 
Vice  President 
Worldwide  Marketing 


IBM  and  OS/2  are  registered  trademarks  of  International  Business  Machines  Corporation. 


No  matter  what  happens  in  Congress  this  fall, 
health  care  delivery  will  become  more  like  a  real  business. 
Leading  the  drive  to  make  it  efficient: 
Columbia/HCA's  Thomas  Frist  Jr.  and  Richard  Scott. 

More  patients, 
please 

By  Matt  Walsh 

S  When  Hospital  Corp.  of  America's 
1  Dr.  Thomas  Frist  Jr.  wanted  to  take 
|  advantage  of  the  shivers  Washington 
*  was  sending  through  the  health  care 
industry  last  year,  he  began  in  a  curi- 
ous way.  He  merged  hca — the  com- 
pany he  and  his  father  founded  with  a 
partner  in  1968 — with  upstart  Co- 
lumbia Healthcare  Corp. 

The  two  companies  were  roughly 
the  same  size.  HCA  owned  and  operat- 
ed 96  hospitals  to  Columbia's  94.  But 
Frist  was  after  more  than  Columbia's 
hospitals.  He  wanted  its  energetic 
young  chief  executive,  41 -year-old 
Richard  Scott.  "At  this  stage  in  my 
career,  I  don't  have  the  energy  to  take 
it  [hca]  to  the  next  level,"  says  Frist, 
now  56.  Scott,  he  believes,  does. 

The  merger,  consummated  in  Feb- 
ruary, created  Columbia/HCA  Health- 
care Corp.,  an  $11  billion  (likely  1994 
revenues)  company  that  now  owns 
and  operates  197  hospitals  in  26  states. 
The  company  is  headquartered  in 
Louisville,  where  Chief  Executive 
Scott  works.  Chairman  Frist,  whose 
family  owns  Columbia/HCA  stock 
worth  about  $810  million,  works  from 
his  hometown  of  Nashville. 

In  an  era  when  private  insurers  and 
the  government  are  finally  clamping 
down  on  how  much  they'll  reimburse 
people  for  medical  expenses,  Frist  and 
Scott  intend  to  bring  to  health  care 
delivery  the  kind  of  operating  principles 
that  have  slashed  prices  in  many  other 
industries.  Their  strategy  in  a  nutshell: 
Attract  more  patients  to  bring  down 
Columbia/HCA  Chairman  Dr.  Thomas  Frist  Jr.  unit  prices,  and  use  the  lower  prices  to 

"At  this  stage  in  my  career,  I  don't  have  the  energy  to  take  HCA  to  the  next  level."        attract  still  more  patients. 
BBSSSB  "Don't  underestimate  the  value  of 
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Introducing  Four  Seasons  Hotel  Singapore. 

Singapore  kas  become  Southeast  Asia's  crossroads  of  business.  To  kelp  you  give  it  your  full  attention,  Four 
beasons  gives  its  full  attention  to  you.  Do  you  need  a  skirt  pressed  in  an  kour,  or  a  new  plane  ticket  in  minutes? 
Our  24-kour  concierges  are  poised  to  serve  you.  Wkat  about  a  low-ckolesterol  omelette — at  4  a.m.?  A  Business 
Center  open  365  days?  Or  a  private  Residents  Lounge,  wkere  you  can  collect  your  tkougkts 
for  tke  day  akead.  You  may  even  kave  time  for  our  3,000  -square-meter  kealtk  cluk,  witk 
Singapore's  only  air-conditioned  tennis  courts.  Call  your  travel  counselor  TT 

I    a  r  ■  i  .1  i     i  i   i  i  >   Four  Seasons  Hotel 

or  Four  Seasons  at  l_800-332~3442  for  details  about  tke  kotel  tkat  s  r>? 

centered  not  only  around  tke  keart  of  downtown  Singapore,  kut  around  you.      A  Four  Seasons  •  Regent  Hotel 

190  ORCHARD  BOULEVARD,  SINGAPORE  1024  SINGAPORE.  PHONE:  (65)734-1110.  FAX:  (65)733-0682. 


Health  care 


Columbia/HCA  Chief  Executive  Officer  Richard  Scott 

"Medical  schools  should  be  in  the  business  of  running  medical  schools." 


volume,"  Scott  says.  With  bigger  vol- 
umes, Scott  believes  he  can  offer  low- 
er prices  and  better  quality. 

Frist  and  Scott  are  executing  their 
strategy  on  two  levels,  nationwide 
and  in  over  40  regional  markets 
around  the  country.  At  the  national 
level,  Scott  is  trying  to  consolidate  as 
many  common  tasks  as  possible.  Ex- 
ample: Instead  of  employing  payroll 
tax  clerks  in  every  Columbia/HCA 
hospital,  the  clerks  are  now  consoli- 
dated at  corporate  headquarters.  And 
rather  than  assign  marketing  execu- 
tives to  each  hospital,  Columbia/HCA 
uses  one  marketing  person  for  each 
market  in  which  the  chain  has 
several  units. 

The  most  talked  about  efficiency 
gain  is  national  purchasing.  Colum- 
bia/HCA  spends  $2  billion  a  year  on 
medical  supplies.  That  in  itself  helps 
the   company   negotiate  discounts 


with  suppliers.  But  Columbia/HCA 
gets  even  lower  prices  when  it  guaran- 
tees regular  suppliers — an  X-ray  film 
maker  or  surgical  instrument  produc- 
er, say — a  specific  volume  of  business. 
Columbia/HCA  estimates  this  meth- 
od of  purchasing  will  cut  $80  million 
to  $100  million  in  costs  this  year. 
David  Colby,  Columbia/HCA's  chief 
financial  officer,  thinks  he  can  double 
that  savings  over  the  next  two  years. 

This  same  discounts-for-volume 
guarantees  approach  is  being  applied 
to  contracts  with  insurers  and  health 
maintenance  organizations.  Big  in- 
surers like  Cigna  Corp.,  for  example, 
often  negotiate  contracts  with  medi- 
cal care  providers  in  markets  where 
the  insurers'  national  clients  have  op- 
erations. Scott  wants  to  make  it  easy 
for  the  insurers  and  hmos  to  do  such 
deals  with  Columbia/HCA  covering 
all  the  markets  it  serves. 


"Our  goal,,,  says  Scott,  "is  to  cre- 
ate a  vehicle  in  which  they  [the  insur- 
ers and  HMOs]  don't  have  to  talk  to  as 
many  people." 

On  the  local  level  the  Frist/Scott 
strategy  is  somewhat  different.  There 
they  are  trying  to  offer  broad  "clus- 
ters" of  services — from  birthing 
rooms  to  home  health  care  to  outpa- 
tient surgery  centers — in  each  market 
served.  The  idea,  of  course,  is  to  offer 
such  a  full  line  of  services  that  no 
potential  customer  will  need  to  look 
to  a  competing  provider. 

In  September  Columbia/HCA  paid 
$860  million  for  Dallas-based  Medi- 
cal Care  America,  Inc.,  the  nation's 
largest  operator  of  outpatient  surgery 
centers.  In  markets  where  Colum- 
bia/HCA and  MCA  overlap,  mca's  out- 
patient centers  will  be  grafted  onto 
Columbia/HCA's  service  clusters. 

In  yet  another  effort  to  make  Co- 
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Franklin  Income  Fund 


Plan  for  Income  Today 
and  Growth  for  Tomorrow* 


Many  people  think  of  investments 
as  either  income-oriented  or  growth- 
oriented.  The  Franklin  Income  Fund  is 
designed  to  provide  you  with  both.  And 
the  fund  has  paid  dividends  wi  th  out 
interruption  for  more  than  45  years.  Of 
course,  past  performance  does  not  guar- 
antee future  results. 

With  its  diversified  portfolio  of 
common  stocks  and  bonds,  the  Franklin 
Income  Fund  seeks  to  provide  you  with: 

♦  High  current  incomef 

♦  Long-term  growth 

Call  your  investment  representative 
or  Franklin  today  for  a  free  brochure. 


fHigh  yields  reflect  the  higher  credit  risks  associated  with  certain  lower-rated  securities  in  the  fund's 
portfolio  and,  in  some  cases,  the  lower  market  prices  for  these  instruments. 
Franklin  /Templeton  Distributors,  Inc. 


Call  1-800- 
342-FUND 
Ext.  F268 


Franklin  Funds 

777  Mariners  Island  Boulevard 
San  Mateo,  CA  94404-1585 

would  like  a  Jree  prospectus 
containing  more  complete  information  on  the 
Franklin  Income  Fund,  including  sales 
charges  and  expenses.  I  will  read  it  carefully 
before  I  invest  or  send  money. 

O  I  am  currently  a  Franklin  shareholder. 

Name 

Address 

City 

State/Zip 
Daytime  Phone 


FRANKLIN 


A  Member  of  the  $114  Billion  Franklin /Templeton  Group 


Health  care 


lumbia/HCA  a  full-service  provider, 
Frist  and  Scott  are  increasing  the 
company's  joint  ventures  with  teach- 
ing hospitals  and  university  medical 
schools.  So  far,  Columbia/HCA  has 
joint  ventures  with  the  University  of 
Louisville  and  University  of  Miami, 
and  is  currently  negotiating  with 
Emory  University  in  Atlanta,  Tulane 
University  in  New  Orleans,  the  Medi- 
cal University  of  South  Carolina  and 
Medical  College  of  Virginia. 

To  the  horror  of  many  academics 
and  not-for-profit  hospital  administra- 
tors, Columbia/HCA  is  offering  to 
share  the  profits  with  its  university 
partners,  much  as  it  shares  them  with 
the  doctors  who  run  its  hospitals  (see 
box).  In  its  joint  venture  with  Emory, 
for  instance,  Columbia/HCA  would 
add  Emory's  Crawford  Long  Hospital 
to  the  eight  Atlanta-area  hospitals  Co- 
lumbia/HCA  already  owns  and  man- 
ages. It  would  keep  75%  of  the  profits 
from  the  nine  hospitals;  Emory's  med- 
ical school  would  receive  25%. 

This  is  a  deal  in  which  both  sides 
win.  Without  Emory's  prestigious 
Crawford  Long  Hospital,  Colum- 
bia/HCA couldn't  offer  the  most  so- 
phisticated care  to  its  Atlanta  custom- 
ers. Emory  wins  because  it  gets  access 


to  Columbia/HCA's  network  of  pa- 
tients and  the  chain's  management 
expertise,  as  well  as  a  piece  of  the 
financial  action.  Says  Scott:  "Medical 
schools  should  be  in  the  business  of 
running  medical  schools.  We  can  do  a 
good  job  of  running  hospitals." 

Columbia/HCA's  next  step  is  cut- 
ting acquisition  and  joint  venture 
deals  with  various  not-for-profit  hos- 
pital groups.  Early  last  year  the  com- 
pany took  over  the  operation  of  Mi- 
ami's not-for-profit  Cedars  Medical 
Center,  a  585-bed  inner-city  hospital 
whose  capital  reserves  were  fast  disap- 
pearing. Under  the  agreement,  each 
partner  receives  46%  of  Cedars  Medi- 
cal's profits,  if  any.  Another  win-win 
situation:  In  18  months  the  hospital's 
former  administrator,  Health  Foun- 
dation of  South  Florida,  Inc.,  has 
committed  itself  to  performing  mil- 
lions of  dollars  in  charity  work  it  never 
had  the  money  for  before. 

Scott  says  Columbia/HCA  will  ac- 
quire between  30  and  40  hospitals  a 
year  for  the  next  few  years  as  well  as 
add  services  it  lacks  in  its  markets. 
Scott  will  probably  focus  on  regions 
where  Columbia/HCA  is  now  weak — 
notably  Phoenix,  Denver,  Dallas  and 
New  Orleans.  Columbia/HCA  was 


widely  rumored  to  have  been  looking 
at  $3  billion  (revenues)  National 
Medical  Enterprises,  Inc.,  which  has  a 
strong  presence  in  Dallas  and  New 
Orleans  and  was  recently  trading  at 
about  4.3  times  earnings  before  inter- 
est, taxes,  depreciation  and  amortiza- 
tion, the  low  end  of  the  range  of  what 
Frist  and  Scott  have  paid  for  acquisi- 
tions. But  in  mid-September  NME  was 
reported  to  be  considering  two  big 
acquisitions  that  would,  if  consum- 
mated, make  it  a  strong  number  two 
behind  Columbia/HCA  among  pri- 
vate hospital  firms. 

Other  opportunities  will  arise.  With 
long-term  debt  of  $3.6  biliion^2%  of 
total  capital,  fairly  low  by  hospital  in- 
dustry standards — Columbia/HCA 
should  have  no  trouble  financing  ac- 
quisitions. Scott  adds  he's  determined 
to  double  revenues  in  three  to  five  years 
and  produce  per-share  earnings  growth 
(1994  estimate,  $2.41  a  share)  of  15% 
to  20%  a  year. 

"If  you  are  not  the  lead  dog,"  reads 
the  paperweight  on  Scott's  desk,  "the 
view  never  changes."  People  who  be- 
lieve that  only  government  can  check 
health  care  inflation  will  have  a  splen- 
did view  of  Columbia/HCA's  backside 
in  the  years  ahead.  HI 


Doctors 
with  stakes 


Iftherk's  one  piece  of 
Columbia/HCA's  strategy 
that  gets  the  most  criti- 
cism, it  is  the  company's 
practice  of  encouraging 
physicians  to  become 
stockholders  in  the  Co- 
lumbia/HCA  hospitals  in 
the  regions  where  they 
practice.  In  San  Antonio, 
Fort  Lauderdale  and  Fort 
Myers,  Fla.,  for  example, 
Columbia/HCA  sells  phy- 
sicians and  hospital  manag- 
ers up  to  20%  of  the  stock 
in  a  Columbia/HCA  subsid- 
iary that  owns  and  oper- 
ates the  company's  hospi- 
tals in  each  of  those  mar- 
kets. Stockholders  are 
limited  to  an  initial  in- 
vestment of  no  more  than 
$150,000.  Nor  is  the 
stock  very  liquid.  Holders 
can  buy  shares  from,  or 
sell  them  to,  only  Colum- 


bia/HCA, which  values 
the  stock  at  a  predeter- 
mined earnings  multiple. 

The  critics  of  this  equi- 
ty sharing  policy  argue  that 
ownership  encourages 
the  doctors  to  overtreat  pa- 
tients— the  more  treat- 
ment, the  more  they  earn. 
In  the  old  days,  when  the 
government  and  private  in- 
surers pretty  much  paid 
whatever  bills  the  doctors 
and  hospitals  sent  in,  this 
might  have  been  a  problem. 
But  in  today's  market  em- 
ployers and  the  govern- 
ment are  shifting  to  capi- 
tation rates — paying  fixed 
amounts  for  total  care  of 
their  employees — and  doc- 
tors and  hospitals  will 
profit  only  if  they  keep  costs 
down.  Says  Colum- 
bia/HCA Chairman  Thom- 
as Frist  Jr.,  himself  a  phy- 


sician: "Those  things  you 
wanted  to  do  more  of  be- 
fore— testing,  surgeries — 
they're  all  things  you 
don't  want  to  do  now." 

Does  that  mean  own- 
ership will  lead  Colum- 
bia/HCA's physicians  to 
scrimp  on  service?  Unlike- 
ly. It  wouldn't  take  too 
many  malpractice  cases  to 
drive  the  hospitals'  insur- 
ance rates  through  the  roof, 
and  patients  to  compet- 
ing hospitals. 

David  Colby,  Colum- 
bia/HCA's chief  financial 
officer,  thinks  the  owner- 
ship plan  gives  physicians 
just  the  right  incentives  to 
practice  medicine  that  is 
good  and  economical.  As 
Colby  puts  it:  "When  you 
own  a  house,  you  treat  it 
better  than  when  vou  rent 
it."  —  M.W.  m 
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If  our  Attaches 
could  talk, 
what  stories 
they  would  tell. 


Once,  I  carried  concrete 
paving  blocks." 

-Attache  of  Terry  C.  Plauche, 
Landscape  Architect, 
Mobile,  Alabama 


Most  folks  use  our  Lands' 
End"  Original  Attaches  for 
ordinary,  everyday  jobs.  Like 
carrying  business  papers  or 
books.  Or  maybe  gym  clothes. 

But  our  attaches  are  so 
rugged  -  and  fitted  out  with  so 
many  pockets  and  useful  doo- 
dads -  some  people  use  'em 
for  the  darndest  things. 

Terry  Plauche,  the  landscape 
architect,  for  example.  He  had 
to  show  a  client  samples  of 
concrete  paving  blocks.  But 
they  weighed  30  pounds: 
they  tore  right  through 
a  canvas  book  bag. 

So,  he  tried  our  Original  J. 
Attache.  Which  held  up 
just  fine,  thank  you.  It's  made 
from  18  oz.  cotton  duck  -  the 
sturdy  canvas  that  once  made 
sails  for  windjammers. 

"I'm  sure  the  attache  could 
have  carried  twice  the  weight," 
Terry  says,  "but  I 
doubt  my  arms 
could  have  lasted." 
Then,  there's 
Leah  Witzig,  the 
quilter,  who 
travels  to  quilt- 
ing conferences 
around  the  country. 
She  likes  all  our 
pockets  and  dividers. 

Leah  keeps  me  in  stitches." 

Attache  of  Leah  Witzig,  Quiltmaker, 
State  College,  Pennsylvania 


She  stuffs 
them  with 
fabrics,  scissors, 
spools  of  thread,  even 
her  lunch. 


"I  hold  the  keys 
to  Ken's  business." 

-Attache  of  Kenneth  Kalmis. 
Realtor,  Freehold,  New  Jersey 


And  Kenneth  Kalmis  the 
k    realtor,  likes  our  key  ring. 
^  It  comes  on  a  long  strap. 
Which  makes  it  easy  to 
retrieve  his  keys  when 
he's  opening  a  house  for  a  client. 

Goodness  knows,  we've  tin- 
kered over  the  years,  trying  to 
improve  our  Original.  But  basi- 
cally, it's  still  the  original 
Original.  The  carrying  straps 
are  still  tough  cotton  webbing  - 
same  as  G.I.  ammunition  belts. 
The  zippers  are  still  oversized, 
and  rustproof. 

And  even  the  price  is  still  a 
bargain  -  only  $42.50. 

You'll  find  lots  of  other  good- 
ies in  the  Lands'  End  catalog, 
too  -  clothing  for  you  and  the 
family,  and  home  furnishings. 
All  priced  fairly,  and  made  just 
as  well  as  our  attaches. 

Usually,  we'll  fill  your  order 
in  one  day,  deliver  it  almost 


anywhere  just  two  business 
days  later.  And  if  you're  unhappy 
about  anything,  ship  it  back  - 
if s "Guaranteed. Period.  " 

Now,  that's  a  guarantee 
we've  lived  up  to  in  the  face  of 
some  pretty  wild  claims.  But 
that's  another  story. 


m 

For  our  free  catalog, 
call  anytime 

1-800-356-4444 

(in  Canada, too). 


Name  — 
Address 


Apt. 


City- 


State  . 


Zip 


) 


Day/Nighl 
[circle  one) 


Phone  i 

Mail  to:  1  Lands  End  Lane,  Dodgeville.WI  53595 
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Who's  giving  fits  to  brand-name  diaper  makers? 
It's  not  environmentalists  these  days 
but  private-label  producers  that  copy  their  product 
innovations  and  grab  market  share. 

"We  don't  do 
an  exact  copy" 


By  Phyllis  Berman 

Believe  it  or  not,  diapers  are  a  high- 
tech business.  Well,  maybe  not  high 
tech,  but  the  product  innovations  do 
come  thick  and  fast.  In  1978  Procter 
&  Gamble  introduced  a  diaper  featur- 
ing a  new  hourglass  shape  and  gather- 
ers at  the  legs  to  prevent  accidents. 
Then  Kimberly-Clark  introduced  re- 
fastenable  tapes. 

By  1986  there  were  supcrabsor- 
bency  polymers.  Two  years  later  P&G 
offered  diapers  shaped  differently  for 
boys  and  girls.  Finally,  in  1990,  Kim- 
berly-Clark gave  the  world  "age  ap- 
propriate diapers" — as  many  as  six 
models  aimed  all  the  way  from  infant 
designs  to  extra-large  styles. 

It  never  ends.  Today  the  leading 
edge  is  Kimberly- Clark's  Ultra  Thins 
diaper.  It's  already  on  the  shelves,  and 
moving  off  fast. 

For  all  this,  the  two  giants,  with 
70%  of  the  market,  have  been  sty- 
mied. P&G  has  been  losing  and  Kim- 
berly-Clark hasn't  been  able  to  gain 
market  share  thanks  to  private-label 
brands.  The  guys  with  Brand  X  have 
increased  their  share  from  about  7%  to 
over  20%.  Of  the  small-timers  none 
has  been  more  aggressive  than  Para- 
gon Trade  Brands,  based  in  Federal 
Way,  Wash.  The  company,  once 
owned  by  Weyerhaeuser  Corp.,  now 
commands  about  16%  of  the  total 
market. 

Paragon's  store  brands  have  been 
successful  for  two  reasons:  Its  private 
brands  give  the  retailers  better  mar- 
gins, and  it  is  fast  on  its  feet  in  match- 
ing the  big  guys'  innovations.  Every 
time  p&g  or  Kimberly-Clark  comes  to 
market  with   product  innovations, 


Paragon  has  a  knockoffin  short  order. 
Just  a  year  after  Kimberly- Clark's  Ul- 
tra Thins  were  embraced  by  the  mar- 
ket, Paragon's  ultrathins  were  on  su- 
permarket shelves.  "Every  year  the 
national  brands  announce,  'This  is  a 
revolutionary  product.'  And  in  the 
last  four  years  we've  caught  up  with 
their  revolution  in  a  matter  of  6 
months  to  18  months,"  brags  Bobby 
Abraham,  chairman  of  Paragon.  "It  is 
sort  of  trivial  technology,"  concedes 
Abraham.  "But  it  is  nevertheless  a 
relatively  sophisticated  product.  It 
really  is."  He  grins,  knowing  he 
sounds  a  bit  pretentious. 

The  other  half  of  Abraham's  strate- 
gy has  been  in  pricing.  Because  it  has 
no  marketing  or  development  costs, 
Paragon  can  sell  to  retailers  for  25% 
less  than  P&G  or  Kimberly-Clark 
charges.  This  enables  retailers  to  price 
their  house  brands  15%  below  what 
the  big  brands  sell  for  and  still  make  a 
higher  unit  profit  than  on  the  big 
brands.  Little  wonder  Paragon  counts 
14  of  the  top  20  supermarket  chains 
and  8  of  the  top  10  drugstore  opera- 
tors among  its  customers,  as  well  as 
Sam's,  Kmart  and  Toys  "R"  Us. 

Abraham  came  to  the  U.S.  from 
India  in  1969  to  get  an  M.B.A.  from 
Stanford  University  and  joined 
Weyerhaeuser  soon  after  graduation. 
He  ended  up  heading  Weycrhaeuser's 
diaper  business. 

If  Paragon  is  so  good,  how  come 
Weyerhaeuser  unloaded  it?  In  1984 
Weyerhaeuser  lost  a  patent  suit  to 
Procter  &  Gamble  over  the  elastic- 
leg-gathering  gimmick  used  by  P&G 
first  in  Pampers  and  ultimately  in  Luvs 


as  well.  Unable  to  use  the  feature, 
Weyerhaeuser  saw  its  share  of  the 
market  drop  from  12%  to  7%. 

Bobby  Abraham  had  worked  in 
strategic  development  during  his  27- 
year  career  with  the  firm  and  was 
promoted  to  head  of  the  diaper  divi- 
sion in  1986.  Weyerhaeuser  was  mak- 
ing private-label  diapers  that  were,  in 
effect,  knockoffs  of  p&g's  diapers.  P&G 
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ued  and  won.  Weyerhaeuser  told 
Abraham  to  develop  a  new  diaper  to 
>e  marketed  under  a  Weyerhaeuser 
>rand  name.  Johnson  &  Johnson  had 
xited  the  diaper  business  and  Abra- 
lam  bought  its  patents,  but  after  he 
lad  spent  $160  million  of  Weyer- 
laeuser's  money,  the  board  decided 
hat  the  project  would  be  too  expen- 
ive  to  market.  The  timber  giant  fig- 


Paragon  Trade  Brands'  Bobby  Abraham 
at  ease  with  his  ultimate  customers 
Focus  group  par  excellence,  satisfied 
with  the  bargain  product. 


ured  it  would  have  to  spend  close  to 
$1  billion  to  reach  a  20%  market 
share,  and  without  20%  it  would  never 
be  more  than  marginally  profitable. 
Weyerhaeuser  wanted  out  and  told 


Abraham  to  make  the  diaper  business 
salable.  To  get  more  volume,  Abra- 
ham switched  his  strategy  from  devel- 
oping a  branded  product  to  selling  to 
retailers  for  their  private  labels.  He 
hired  a  separate  sales  force  rather  than 
continuing  to  market  the  diapers 
through  Weyerhaeuser's  regular  pa- 
per sales  force.  Within  three  years,  by 
1991,  he  had  built  sales  from  $293 
million  to  $396  million,  and  turned 
red  ink  into  black. 

In  January  1993  Weyerhaeuser 
sold  11.5  million  Paragon  shares 
through  Merrill  Lynch  to  the  public 
for  $19  a  share.  It  was  out  of  the 
diaper  business.  The  stock  recently 
traded  around  $26.  With  19,000 
shares,  Abraham  is  comfortable  but 
hardly  wealthv. 

A  bust  as  part  of  a  big  company, 
Paragon  has  been  a  great  success  on  its 
own.  It  now  has  76%  of  the  private- 
label  market,  up  from  55%  seven  years 
before.  Revenues  have  almost  dou- 
bled, to  $580  million,  since  Abraham 
took  over  in  1990. 

Abraham  is  planning  to  diversify 
into  new  areas  like  feminine  hygiene, 
where  there  are  few  private-label  op- 
erators. He  has  also  targeted  adult 
incontinence  products,  hoping  to 
capitalize  on  the  strong  relationships 
Paragon  has  established  with  retailers. 

He  is  eyeing  overseas  markets  for  his 
diapers.  "In  the  Middle  East  the  popu- 
lation isn't  very  large,  but  the  incomes 
are  quite  high,11  he  points  out.  "Peo- 
ple can  afford  disposable  diapers.  Or 
there  is  India  and  China,  with  large 
populations  with  low  incomes.  Take 
the  top  10%  of  those  countries.  They 
can  afford  to  buy  our  product.  To  give 
you  a  sense  of  it,  the  U.S.  disposable- 
diaper  market  is  about  $4  billion  a 
year.  The  worldwide  market  is  $12 
billion."  Of  course,  Abraham's  big 
competitors  have  by  no  means  over- 
looked this  market. 

Abraham  is  scarcely  beloved  by  his 
competitors.  They  do  not  enjoy  hav- 
ing him  knock  off  their  product  inno- 
vations. In  January  1994  p&g  filed 
suit  against  Paragon,  charging  patent 
infringement.  The  suit  is  still  pend- 
ing, but  Abraham  isn't  losing  lots  of 
sleep.  "We  usually  end  up  settling 
these  things,"  he  says.  "We  don't  do 
an  exact  copy.  There  are,  after  all,  600 
patents  on  the  diaper,  which  means 
the  patents  aren't  so  robust."  m 
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Where  there  is  fear,  there's  opportunity. 
John  Amos  built  a  big  business  on  the  Japanese 
obsession  with  cancer.  His  nepihew  is  cashing  in 
on  Americans'  worry  about  nursing  home  costs. 

Aflac 

comes  home 


By  Matt  Walsh 

Despite  its  name,  Columbus,  Ga.'s 
American  Family  Life  Assurance  Co.  is 
as  much  a  Japanese  company  as  an 
American  one.  It  insures  28  million 
Japanese,  roughly  one  in  five,  and  is 
that  country's  fourth-largest  life  insur- 
er. Among  many  Japanese,  Aflac  is 
almost  as  much  a  household  name  as 


MetLife  and  Prudential  are  in  the  U.S. 

Aflac's  late  founder,  John  Amos, 
known  in  many  southeastern  towns 
simply  as  "Mr.  John,"  was  a  fast- 
talking  door-to-door  insurance  sales- 
man and  hunch-playing  entrepre- 
neur. With  his  brothers  William  and 
Paul,  he  started  Aflac  in  1955  selling 


Aflac  Chief  Executive  Dan  Amos 

Before  Mr.  John  died,  Amos  set  for  the  company  three  goals. 


medical  insurance,  and  in  1958  spe- 
cialized by  selling  cancer  insurance  to 
Americans.  He  didn't  know  much 
about  cancer  statistics,  but  figured 
that  where  there  was  fear  there  was  an 
opportunity  to  charge  premiums  high 
enough  to  make  money.  Says  Kriss 
Cloninger  III,  Aflac's  chief  financial 
officer,  "John  just  counted  on  things 
always  working  out." 

Aflac  might  have  remained  an  ob- 
scure company  had  Amos  not  traveled 
to  Japan  in  early  1970.  There  he 
noticed  that  the  health-conscious 
Japanese  were  cancerphobic.  At  the 
same  time  he  noticed  that  their  dis- 
posable income  was  growing  and 
thought  it  would  be  a  cinch  to  sell  the 
Japanese  a  cancer  insurance  policy 
that  would  pay  a  defined  monthly 
cash  benefit  to  defray  costs  not  cov- 
ered by  regular  insurance. 

When  Aflac  finally  received  a  li- 
cense from  the  Japanese  government 
in  1974,  Amos  set  up  Aflac -Japan  to 
market  the  policies.  Started  with  just 
$1.6  million,  Aflac- Japan  accounted 
for  80%  of  the  company's  $428  mil- 
lion pretax  earnings  last  year,  and  89% 
of  its  $15.4  billion  in  assets.  Aflac  is 
such  an  established  name  in  Japan 
that  two  of  the  country's  largest  life 
insurers,  Nippon  Life  and  Dai-Ichi 
Mutual  Life,  offer  Aflac's  supplemen- 
tal policies  to  their  own  employees. 

In  August  1990  "Mr.  John,"  a 
heavy  cigarette  smoker,  died  from 
lung  cancer  and  related  complica- 
tions. But  by  that  time  he  had 
groomed  his  nephew,  Dan  Amos, 
now  43,  to  take  over.  Far  more  me- 
thodical and  less  of  a  hunch-player 
than  his  uncle,  Dan  Amos  had  earned 
a  degree  in  risk  management  from  the 
University  of  Georgia  and  spent  ten 
years  at  Aflac  cold-calling  small  em- 
ployers and  visiting  customers  in  their 
homes  in  Georgia  and  Alabama. 

Before  Mr.  John  died,  Dan  Amos, 
with  his  approval,  set  Aflac  on  a  course 
with  three  goals:  Broaden  Aflac's  base 
beyond  its  basic  cancer  product;  be- 
come the  low- cost  insurer  in  all  its 
lines;  and  raise  Aflac's  U.S.  profile  to 
its  Japanese  height. 

In  the  past  seven  years  Aflac  has 
introduced  a  spate  of  new  products.  In 
Japan,  for  example,  it  introduced  a 
policy  called  Super  Care,  which  pays 
cash  benefits  to  policyholders  who  be- 
come bedridden  or  disabled  bv  an  acci- 
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Korea's  filmmakers  weren't  above  tossing  snakes 
into  theaters  showing  Hollywood  films.  Now  they  are 
finding  better  ways  to  compete. 

Hollywood 
on  the  Han 

By  Damon  Darlin 


'Two  C 


stars,  Ahn  Sung-Ki,  left,  and  Park  Chune-Hoon 


"I  would  hope  for  a  big  hit  the  size  of  'The  Piano,'  says  producer  Kang  Woo  Suk. 


dent  or  illness.  It  added  a  gimmick  to  its 
basic  cancer  policy  with  Super  Cancer, 
which  pays  a  cash  disbursement  when 
cancer  is  first  diagnosed.  As  of  midyear, 
Super  Cancer  accounted  for  62.5%  of 
Aflac's  cancer  policies  in  Japan. 

In  the  U.S.  Afiac  has  launched  inten- 
sive care  coverage  for  policyholders  ad- 
mitted to  hospitals;  long-term  care  in- 
surance to  cover  nursing  home  ex- 
penses; Medicare  supplements; 
accident  and  illness  disability;  home 
health  care  coverage,  and  more.  Mar- 
keted through  Mac's  30,000  licensed 
agents  and  brokers,  the  products  have 
caught  on.  Aflac's  noncancer  premium 
revenues  in  the  U.S.  have  grown  41%  in 
the  past  two  years,  while  cancer  reve- 
nues have  increased  7%. 

To  achieve  his  second  goal,  cutting 
expenses,  Amos  sold  off  two  corporate 
jets.  More  significant,  he  invested 
heavily  in  new  computer  systems  and 
reorganized  the  work  flow,  thus  cut- 
ting the  time  it  takes  to  process  a  poliq^ 
from  14  days  to  2.  In  Japan,  says 
Thomas  Rosencrants,  an  analyst  with 
Adanta-based  Robinson-Humphrey 
Co.:  "They  [Aflac]  are  ten  years  ahead 
of  the  Japanese  insurance  companies." 

The  reduced  overhead  and  under- 
writing costs  have  provided  the  mon- 
ey Amos  needs  to  meet  the  third  goal: 
raising  Aflac's  profile.  This  year  Aflac 
will  spend  nearly  $12  million,  up  al- 
most $4  million  from  1993,  on  U.S. 
print  and  broadcast  advertising  pro- 
moting the  Aflac  brand  name.  Amos 
hopes  the  ads  will  get  Aflac's  agents 
inside  medium-  and  large-size  com- 
panies, where  Aflac's  sales  have  been 
historically  weak.  Today  individuals 
and  companies  with  50  or  fewer  em- 
ployees make  up  75%  of  Aflac's  10 
million  policyholders  in  the  U.S. 

Over  the  past  five  years  Aflac's  reve- 
nues and  earnings  have  compounded 
at  an  annual  clip  of  17%,  to  $5  billion 
and  $244  million  ($2.32  a  share), 
respectively,  last  year.  Aflac's  stock 
has  been  rising  as  well,  to  a  recent 
34y4.  That  makes  Dan  Amos'  1.7% 
worth  nearly  $59  million.  (Other 
Amoses  own  another  $32  million  in 
Aflac  stock.) 

Dan  Amos  thinks  Aflac  can  do  even 
better.  "I  want  to  be  perceived  as  the 
supplemental  health  insurance  com- 
pany of  America,"  he  says.  "This  is 
our  niche,  and  we  should  do  it  better 
than  anybody  else." 


In  1985  U.S.  trade  negotiators  arm- 
twisted  the  Korean  government  to 
stop  discriminating  against  Holly- 
wood films.  Previously  foreign  films 
could  be  imported  only  by  people 
who  produced  Korean  films — one 
foreign  film  for  every  four  Korean 
films  produced. 

When  this  cozy  arrangement  ended 
and  American  films  poured  in,  begin- 
ning in  1988,  Korean  producers  were 
miffed.  Thugs  employed  by  them 
threw  snakes  and  smoke  bombs  into 
theaters  showing  U.S.  movies,  and 
incited  anti-American  protests  out- 
side the  theaters. 

But  the  agreement  stuck.  Last  year 
Koreans  saw  342  foreign  films,  com- 


pared with  only  51  in  1986.  Foreign 
movies,  nearly  all  of  them  the  top 
grossers  from  Hollywood,  grabbed 
85%  of  Korea's  $235  million  box 
office  gross;  the  output  of  Korean 
films  plunged  from  1 10  in  1989  to  64 
last  year. 

Korean  filmmakers  did  retain  one 
piece  of  protection:  Movie  houses 
have  to  show  Korean  films  100  days  a 
year.  Says  Yoon  Tak,  head  of  the 
Korean  government's  Motion  Picture 
Promotion  Corp.:  "If  the  law  hadn't 
forced  theater  owners  to  show  Kore- 
an-made movies  100  days  of  the  year, 
Korean  moviemakers  would  be  chas- 
ing flies  and  fanning  themselves." 

But  was  protection  really  good  for 
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Korean  films 


"Taebaek  Moun- 
tain Range"  producer 
Lee  Tae-Won 
"We  are  getting 
Westernized,  so 
seeing  a  good 
movie  about  our 
own  culture  is 
popular." 


the  Korean  industry?  Maybe  not. 
Many  of  the  nation's  young  produc- 
ers and  directors  have  a  different  take. 
They'll  tell  you  that  government  pro- 
tection, not  foreign  competition, 
caused  the  collapse  in  Korean  film- 
making. They  argue  that  instead  of 
making  better  movies  with  the  wind- 
falls earned  from  their  film  import 
licenses,  many  Korean  producers  and 
directors  simply  channeled  their  prof- 
its into  land,  or  businesses  in  the  U.S. 
When  Koreans  did  make  movies, 
most  were  ultra- low- budget  "hostess 
movies,"  low  on  plot  and  production 
values  and  high  on  naked  actresses. 

Forced  by  the  trade  agreement  to 
compete  for  audiences,  Korean  pro- 
ducers are  beginning  to  make  better 
products.  Released  last  year,  Sopyonje, 
a  tearjerker  about  an  itinerant  folk 
singer,  was  the  first  Korean  movie  to 
sell  more  than  a  million  tickets,  at 
4,000  won  ($5)  a  ticket.  By  compari- 
son, Paramount's  Ghost  holds  the  rec- 
ord with  1 .7  million  tickets  sold,  fol- 
lowed by  Clijfhanjjer,  Jurassic  Park 
and  Basic  Instinct. 

Two  Cops,  a  Korean  comedy/ action 
movie  released  last  year,  beat 
Hollywood's  Die  Hard  II,  selling 
869,000  tickets  and  grossing  $4.3 
million.  Says  Two  Cops'  34-year-old 
director  and  producer,  Kang  Woo 
Suk:  "Competition  helped  improve 


the  quality." 

Korean  films  are  still  produced  on 
very  low  budgets.  Production  costs 
are  minuscule  relative  to  Hollywood: 
Top  Korean  directors  make  maybe 
$60,000  for  a  picture,  and  even  fa- 
mous actors  work  for  $125,000  or 
less — walking  around  money  in  Tin- 
seltown. But  low  budget  also  means 
low  box  office:  The  average  Korean 
film  grosses  just  $470,000  and  fails  to 
recoup  its  production  cost.  Even  Lee 
Tae-Won's  big  hit,  Sopyonje,  grossed 
only  $6  million,  plus  about  $1  million 
for  the  video  and  cable  TV  rights, 
netting  Lee  about  $2.8  million. 

To  encourage  investment  in  its  film 
industry,  the  Korean  government  re- 
cently reclassified  the  movie  business 
from  a  service  industry  to  a  manufac- 
turing industry.  As  a  result,  for  the 
first  time  in  decades  Korean  produc- 
ers can  easily  finance  their  films  by 
borrowing  from  banks. 

Seoul  is  also  lifting  its  ban  on  in- 
vestment in  films  from  Korea's  big 
chaebol  conglomerates.  Daewoo  and 
Samsung  Groups  have  already  en- 
tered the  fray.  The  government  also  is 
finally  allowing  the  development  of 
cable  television  in  Korea.  This,  too, 
will  channel  capital  into  the  movie 
business  as  cable  operators  buy  Kore- 
an programming. 

"We  are  getting  Westernized,  so 


seeing  a  good  movie  about  our  own 
culture  is  popular,"  says  Sopyonje  pro- 
ducer Lee,  who  is  currently  spending 
$3.8  million  on  The  Taebaek  Moun- 
tain Ranjje,  a  film  about  ideological 
conflict  in  a  village  before  the  Korean 
War.  "There  is  an  audience  for  Kore- 
an films  in  Korea." 

A  few  Korean  directors  think  there 
might  be  an  audience  overseas,  too. 
Encouraged  by  the  U.S.  success  of 
Chinese  films  like  Farewell,  My  Con- 
cubine ($5.2  million  grossed),  they 
hope  to  broaden  their  U.S.  runs  be- 
yond the  big-city  Korean  immigrant 
theaters,  where  their  films  currently 
gross  about  $80,000  a  run. 

Two  Cops  producer/director  Kang 
says  he  hopes  U.S.  studios  will  consid- 
er distributing  his  movie  in  the  U.S. 
"I  would  hope  for  a  big  hit  the  size  of 
The  Piano,'1''  says  Kang,  referring  to 
the  surprise  New  Zealand  hit  that 
won  three  Oscars  this  year  and 
grossed  over  $40  million. 

Thomas  Gray,  whose  Los  Angeles- 
based  Rim  Film  Distributors  distrib- 
utes Asian  films  in  the  U.S.,  com- 
plains, however,  that  some  Korean 
producers  are  unrealistic,  demanding 
up  to  $350,000  for  U.S  rights  to  their 
pictures.  "They  see  what  Concubine 
did,  and  they  want  that  kind  of  mon- 
ey," says  Gray.  "I  tell  them  to  get  a 
few  through  the  pipeline  first."  H 
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YOU  LOOK  YOURSELF  IN  THE  MIRROR  AND  SAY: 


Some  people  might  think  that  my  new  Saab 


Convertible  is 


no  doubt 


A.  a  toy 

B.  a  phase  I'm  going  through 

C.  a  last  desperate  grab  for  youth 


,.  These  people  are 


..  The  Saab  is  the  most 


A.  misguided 

B.  jealous 

C.  just  plain  mean 


car  I've  ever 


A.  versatile 

B.  versatile 

C.  versatile 


A.  owned 

B.  leased 

C.  borrowed  from  my  brother-in-law 


,  It  has  loads 


of 


A.  trunk  space 

B.  passenger  room 

C.  safety  features 


.  Frankly,  it  never  occurred  to 


me  that  the  Saab  Convertible  is 


A.  a  classic 

B.  a  real  head  turner 

C.  the  perfect  car  for  a  midnight  drive 
sometime  in  June  when  the  skies  are 
clear  and  still  and  the  air  flows  across 
my  skin  like  warm  silk  and  there's  just 
me  and  someone  I  love  and  a  deserted 
country  road  spilling  out  before  us 


THE  NEW  SAAB  900  CONVERTIBLE 
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A  Word  About 
Business  Gifts 


r 


By  definition,  every  business  gift  serves  two  important  functions.  It  is  an  expression  of  gratitude. 
It  is  a  measure  of  your  firm.  For  156  years  the  designs  of  Tiffany  6k  Co.  have  been  the  choice  of  those  who  prize 
stability  over  caprice,  substance  over  veneer.  Thoughtful  management  knows  that  a  gift  of  Tiffany 
craftsmanship  and  timeless  design  conveys  a  unique  message  to  clients  and  valued  staff.  To  receive  a  brochure  or  learn 
more  about  the  rewards  of  a  Tiffany  corporate  account,  call  800-423-2394. 


Tiffany  &  Co. 


When  an  opportunity  arose  to  transform  Sullivan 
Dental  Products  almost  overnight,  Robert  Sullivan 
'eluctantly  put  away  his  golf  clubs— but  not  for  long. 

A  time  for  work 


8y  John  R.  Hayes 

Robert  Sullivan  thinks  too  much 
vork  is  bad  for  business.  "Thursdays  I 
play  golf,"  says  the  founder  of  West 
\llis,  Wis. -based  Sullivan  Dental 
Products  Inc.,  a  $200  million  (antici- 
pated sales)  distributor  of  dental 
products  ranging  from  floss  to  X-ray 
nachines.  "Workaholics  make  bad 
mtrepreneurs." 

But  Sullivan,  63,  knows  when  to 
put  the  clubs  away.  With  more  than 
500  companies  competing, 
iental  supply  distribution  is  a 
rery  crowded  $2.5  billion 
business.  The  opportunity  for 
growth  comes  mainly  from 
:onsolidation — buying  or 
dealing  more  salespeople. 

For  years,  Sullivan  had  been 
listributing  mainly  in  the 
Vlidwest  and  on  the  West 
Iloast.  The  chance  to  expand 
lis  territory  dramatically  came 
uddenly  on  Wednesday,  June 
16,  1993.  That  was  the  day  a 
ederal  bankruptcy  judge 
breed  the  industry's  biggest 
iistributor,  Boston-based 
5450  million  (sales)  Healthco 
international,  Inc.,  into  liqui- 
lation.  Healthco  had  spent  all 
pf  seven  days  in  Chapter  1 1 . 

Sullivan  knew  Healthco's 
lemise  would  free  up  almost 
>0%  of  the  U.S.  market  and 
naybe  600  salespeople  over-  HM 
light.  But  he  had  to  get  to 
hem  before  his  competitors.  "We 
vere  in  a  real  race  for  these  people," 
ie  says. 

Sullivan  kissed  his  golf  games  and 
lis  nonworkaholic  lifestyle  good-bye 
ind  went  recruiting.  The  weekend 
bund  him  in  Charlotte,  N.C.,  woo- 
ng  Healthco's  southern -area  vice 
president  and  his  sales  staff  of  185  to 
:ome  on  board.  Within  days  he  was  in 
Boston  courting  45  Healthco  sales 


reps  who  wanted  to  move  as  a  group. 
Then  it  was  back  home,  where  he 
worked  the  phone  and  gave  visiting 
Healthcoers  tours  of  Sullivan  Den- 
tal's headquarters. 

"The  dental  business  stood  still  for 
two  months,"  says  Tom  Burns,  direc- 
tor of  sales  at  the  Caulk  Division  of 
manufacturer  Dentsply  International. 
"If  sales  reps  weren't  out  looking  for  a 
job,  they  were  busy  looking  for 


Sullivan  Dental  Products'  Robert  Sullivan 
"Workaholics  make  bad  entrepreneurs." 


Healthco  people  to  hire." 

When  it  was  all  over  a  few  months 
later,  Sullivan  had  won  over  more 
Healthco  sales  reps  than  any  other 
bidder — 115  new  reps,  increasing  his 
entire  sales  force  by  over  50%.  He 
gained  whole  new  regions  in  the 
Southeast  and  Northeast. 

As  an  entrepreneur,  Sullivan  is 
something  of  a  late  bloomer.  He 
spent  his  career  as  a  dental  supply 


salesman  and  executive  until  he  start- 
ed his  own  company  in  1980,  when  he 
was  49.  He  began  by  doing  mail  order 
out  of  a  tiny  office  with  a  two-page 
flier.  In  1987  he  began  hiring  sales 
reps,  using  them  to  prompt  dentists  to 
call  in  phone  orders  from  the  catalog. 

Combining  mail-order  catalog  and 
sales  reps  proved  hugely  successful, 
and  Sullivan  has  been  buying  small 
competitors  and  growing  by  nearly 
50%  a  year  ever  since.  He  took  the 
company  public  in  1990.  The  stock 
quintupled  by  1992. 

But  managing  that  growth  has  got- 
ten tougher,  especially  after  absorb- 
ing the  Healthco  people.  In  the  first 
quarter  of  this  year,  Sullivan's  net 
operating  margin  slipped  below  4%, 
from  6%  a  year  ago,  thanks  to  the  cost 
of  bringing  on  the  new  sales  force. 

Sullivan  insists  the  digestive  prob- 
lems are  now  over.  He  dropped  about 
two  dozen  Healthco  salespeople  who 
failed  to  earn  their  guarantees. 
Sure  enough,  second-quarter 
earnings  rebounded  to  $1.9 
million  from  $1.5  million  in 
1993,  and  net  operating  mar- 
gins were  back  up  to  6.2%.  The 
stock  recently  traded  at  14,  18 
times  anticipated  earnings  and 
down  from  26Vi  in  1992. 

Looking  ahead,  Sullivan 
knows  he  must  do  more  than 
attract  new  sales  reps  and  mar- 
ket share.  He's  got  to  keep 
costs  down,  too,  to  stay  com- 
petitive with  bigger  distribu- 
tors like  $467  million  (sales) 
Minneapolis-based  Patterson 
Dental  Co.,  which  picked  up 
73  Healthco  salespeople. 

So  Sullivan  is  hoping  to 
hold  salary  costs  steady  as  reve- 
nues   grow.    He    took  a 
$100,000  pay  cut  himself  this 
year  (to  $206,000)  in  ex- 
change for  handing  over  more 
operating  duties  to  company 
officers  Robert  Doering,  Kevin  Ack- 
ert  and  son  Timothy.  He  could  well 
afford  the  pay  cut.  He  owns  1.5  mil- 
lion Sullivan  Dental  shares — a  16% 
stake  worth  $21  million.  Sullivan  says 
he'll  be  unloading  his  stock  at  the  rate 
of  100,000  shares  a  year  as  he  contin- 
ues to  pull  back  from  the  company. 
But  he  would  gladly  put  those  plans 
on  hold  should  another  big  opportu- 
nity like  Healthco  come  along.  KB 
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GE's  well-publicized  problems  haven't  kept  it  from  being 
one  of  the  world's  most  profitable  companies  this  year. 
Nor  have  they  thrown  Jack  Welch  off  his  golf  game. 

Avery 

nimble  elephant 


By  James  R.  Norman 

Ever  since  the  first  Homo  sapiens 
protojournalist  recorded  a  scene  with 
vegetable  dye  on  the  wall  of  a  prehis- 
toric cave,  disasters  and  tragedies  have 
been  the  mainstay  of  journalism.  Bad 
news  captures  the  imagination  more 
vividly  than  good  news. 

Just  ask  General  Electric  Co.  Chair- 
man Jack  Welch.  He's  been  taking  a 
beating  in  the  media.  Almost  gleefully, 
print  and  tube  have  reported  scandals 
and  writeoffs  at  Kidder,  Peabody,  the 
big  broker  arm  of  GE  Capital  Services. 
The  scribblers  and  newsreaders  have 
had  a  ball  with  news  that  GE  is  negotiat- 
ing to  sell  its  NBC  stations  and  net- 
work— after  Welch  had  for  years  de- 
nied that  NBC  would  be  sold. 

If  those  two  items  weren't  evi- 
dence enough  for  the  pundits  that 
Welch  was  losing  his  touch,  word 
came  in  September  confirming  spec- 
ulation that  ancient  rival  Westing- 
house  had  got  its  foot  in  the  door 
ahead  of  GE  to  supply  electric  steam 
generating  equipment  to  China. 
That's  a  potential  $200  billion  mar- 
ket over  the  next  ten  years,  and  GE 
will  be  scrambling  to  catch  up  there. 

"Kidder,"  Jack  Welch  grimaces, 
"has  been  a  total  P.R.  disaster."  The 
NBC  reports  and  China  setback  were 
hardly  less  so.  Publications  that  had 
been  proclaiming  Welch  as  the  great- 
est manager  of  our  time  have  lately 
taken  to  putting  him  down. 

But  wait  a  minute.  These  are  flea 
bites  on  an  elephant,  and  even  healthy 
elephants  get  fleas.  GE  is  one  healthy 
elephant. 

On  our  cover,  Jack  Welch  is  smiling 


broadly.  Bad  public  relations  or  not, 
he  has  a  great  deal  to  smile  about.  GE  is 
producing  record  earnings — close  to 
a  projected  $6  billion — this  year, 
making  it  one  of  the  most  profitable 
companies  in  the  world,  beating  such 
other  giants  as  Exxon,  AT&T,  Ford 
Motor.  Any  way  you  parse  them,  ge's 
numbers  are  awe-inspiring.  Return 
on  shareholders'  equity  for  1994:  a 
projected  21%.  Net  return  on  sales 
after  taxes:  pushing  9%.  Free  cash  flow 
after  capital  spending  and  dividends: 
about  $2  billion.  Dividends  could  be 
up  15%  this  year,  ge's  eighteenth 
straight  annual  boost. 

Debt  is  already  down  to  17%  of 
total  capital  and  by  next  summer  GE 
should  have  virtually  no  net  debt.  If 
the  NBC  sale  goes  through,  bringing 
up  to  $6  billion  for  the  network  and 
its  seven  owned  stations,  GE  could  use 
the  proceeds  to  make  a  huge  acquisi- 
tion without  borrowing  a  dime.  Or  it 
could  mount  a  huge  stock  buyback, 
w  hich  could  further  enhance  earnings 
per  share. 

This  is  a  company  in  trouble?  This  is 
evidence  of  sloppy  management  con- 
trols? If  NBC  did  not  work  out  entirely 
as  Welch  would  have  liked  it  to,  share- 
holders need  shed  no  tears.  Welch  is 
offering  a  valuable  asset  in  what  is  very 
much  a  seller's  market  for  communi- 
cations and  entertainment  businesses. 
Unless  he  gets  absolutely  top  dollar 
for  NBC,  Jack  Welch  won't  sell.  He's 
not  hurting  for  cash. 

When  the  news  broke  in  September 
that  GE  was  talking  with  Time  Warner 
and  others  about  selling  NBC,  adver- 


To  GE  Chairman 
John  F.Welch  Jr., 
there's  no  such 
thing  as  a  mature 
business 
"It's  just  a 
state  of  mind." 


tising  revenues  were  at  a  cyclical  high 
and  barriers  to  owning  both  a  net- 
work and  the  programs  were  falling. 
This  is  not  distressed  merchandise  GE 
is  stuck  with. 

Selling  nbc  at  $6  billion  would  give 
GE  a  pretax  capital  gain  of  almost  $3 
billion.  That  could  dwarf  any  charges 
required  to  fix  the  Kidder  problem, 
including  writing  off  the  $300  million 
or  so  of  goodwill  on  GE's  balance 
sheet  from  buying  Kidder  in  1986. 

An  NBC  gain  could  also  fund  a 
reserve  against  more  market  fluctua- 
tions in  Kidder's  shrinking  but  still 
hefty  $6  billion  portfolio  of  mort- 
gage-backed securities.  The  interest 
rate  risk  on  that  portfolio  is  seen  as  the 
most  important  barrier  to  Kidder's 
outright  sale.  Those  assets  could  then 
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be  warehoused  in  GE  Capital's  insur- 
ance arm,  where  GE  could  eventually 
reap  a  nice  gain. 

That  would  leave  Kidder's  retail 
sales  network,  1,200  salespeople 
strong.  Such  networks  are  highly  sal- 
able. Kidder's  investment  banking 
and  trading  could  be  sold  or  kept 
within  GE  Capital.  But  don't  expect  a 
fire  sale.  Giving  things  away  is  not 
Welch's  style.  About  Kidder  he  vows: 
"We're  not  gonna  walk  away." 

No  matter  how  Welch  deals  with 
NBC  and  Kidder,  they  are  sideshows  in 
this  $63  billion  (projected  1994  sales) 
powerhouse.  Welch  knows  that  GE's 
real  strength  is  in  being  a  highly  so- 
phisticated metal  bender,  not  a  baby- 
sitter for  temperamental  bond  traders 
and  TV  performers.  Is  this  a  bit  hum- 
bling? Sure,  but  Welch  has  spent  most 
of  the  past  14  years  fixing  GE's  old-line 
industrial  businesses.  That  work  is 
now  paying  off. 

Since  the  mid-1980s  U.S.  industry 
has  gotten  leaner,  tougher,  globally 
competitive  again.  In  many  respects, 
GE  has  led  the  way.  In  the  past  five 
years  its  sales  have  risen  almost  20% 
while  its  head  count  has  fallen  more 
than  25%.  By  cutting  inventories  and 
production  times,  GE's  working  capi- 
tal turnover  has  almost  doubled  since 
1986.  Operating  profit  margins  are 
climbing  (see  chart). 

What  makes  GE's  profitability  so 
impressive  is  that,  outside  of  financial 
services,  it  operates  almost  entirely  in 
traditional  industries:  electricity  gen- 
eration, appliances,  lighting,  medical 


GE:  A  financial  powerhouse  on  a  roll 
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minus  cash  retained  by  GECS,  minus  capital  spending  and  dividends.  Source:  Morgan  Stanley  &  Co. 
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General  Electric 


LEFT: 

Robert  Nardelli, 
chief  of 

GE  Transportation 
Systems 

RIGHT: 

Locomotive  assem- 
bly in  Erie,  Pa. 
Streamlined  pro- 
duction and  a  raft 
of  powerful  new 
models  have 
revived  a 
moribund 
business. 


systems,  plastics,  locomotives  and  jet 
engines.  All  of  these  businesses  are 
highly  competitive,  and  GE  faces  not 
only  U.S.  rivals  but  first-rate  foreign 
competition  like  Siemens,  Philips,  abb 
and  Hitachi. 

GE  learned  it  was  too  slow  to  keep 
up  in  fast-paced  markets  like  comput- 
ers and  factory  automation.  So  it  has 
stuck  to  what  it  does  well:  making 
sophisticated  big-ticket  capital  goods. 
This  is  a  cyclical  game  in  which  its 
deep  pockets  for  R&D  and  financing 
are  a  real  advantage.  Says  Welch: 
"We're  the  fastest  elephant  at  the 
dance.  We've  got  a  long  way  to  go  to 
be  the  fastest  dancer." 

These  elephants  may  be  mature  but 
they're  not  stodgy.  Technical  ad- 
vances are  revolutionizing  even  the 
most  prosaic  old  businesses.  And  the 
blossoming  of  new  markets  in  Eastern 
Europe  and  the  developing  world  is 
creating  big  demand  for  ge's  infra- 
structure goods.  As  Welch  likes  to  say, 
"Maturity  is  a  state  of  mind." 

For  example,  as  India  develops,  its 
middle  class  mushrooms.  They  want 
things  commonplace  in  the  U.S.  and 
Western  Europe  but  until  recently 
out  of  their  reach.  To  its  credit,  GE  was 
one  of  the  first  U.S.  companies  to  take 
India  seriously.  Similarly,  as  Eastern 
and  Central  Europe  shed  socialism, 
people  could  light  their  houses  with 
more  than  just  a  single,  naked  light 
bulb  hanging  from  the  ceiling. 


So  lighting,  yes  lighting,  is  a  growth 
business  again.  In  the  U.S.  GE  domi- 
nates the  lighting  business,  with 
about  half  the  market,  and  worldwide 
it  is  neck-and-neck  with  Philips  and 
Osram  (Siemens),  each  at  about  20% 
of  the  market.  But  GE  went  on  a  global 
offensive  when  it  bought  Hungarian 
lightmaker  Tungsram  in  1989.  After 
laying  off  half  of  Tungsram's  20,000 
workers,  GE  has  made  it  a  profitable 
contender  again  in  Europe. 

This  spring  GE  Lighting  head  John 
Opie  scored  another  coup  by  taking  a 
65%  stake  in  the  largest  incandescent 
lampmaker  in  China,  where  demand 
is  growing  more  than  10%  a  year. 

Lighting  is  only  one  of  many  basic 
products  that  are  booming  as  peasants 
and  proletarians  become  consumers 
on  a  large  scale.  In  all,  ge's  non-U. S. 
sales  are  now  45%  of  its  total,  up  from 
22%  in  1986.  By  the  end  of  the  decade 
they'll  top  50%.  Nearly  every  one  of  its 
major  products  has  become  a  growth 
business  with  the  stepped-up  devel- 
opment overseas:  People  travel  more, 
which  means  more  jet  engines,  more 
locomotives;  they  can  afford  conve- 
nience, which  means  more  refrigera- 
tors and  washing  machines.  Above  all, 
they  need  more  electricity,  which 
means  more  generating  plants  and 
transmission  equipment. 

American  business  in  general  could 
well  have  been  squeezed  out  of  these 
developing  markets  by  the  Europe- 


ans, and  more  especially  the  Japanese, 
had  it  not  been  for  the  restructuring 
of  U.S.  industry  in  the  late  1980s  and 
early  1990s.  If  slimming  down  and 
venturing  abroad  have  been  bywords 
in  U.S.  business  in  recentyears,  GE  got 
there  early. 

In  1981  Jack  Welch,  then  just  45 
and  a  native  of  Salem,  Mass.  with  a 
Ph.D.  in  chemical  engineering,  as- 
cended to  the  executive  suite.  He 
knew  what  needed  to  be  done:  U.S. 
industry  had  to  get  its  costs  down  and 
go  global.  Expanding  abroad  was 
necessary  for  survival:  If  foreign  com- 
petitors grew  rich  in  undisputed  for- 
eign markets,  they  would  gain  econo- 
mies of  scale  and  cheap  capital  to 
launch  an  assault  on  U.S.  markets. 
Welch  was  soon  being  called  "Neu- 
tron Jack" — not  for  ge's  nuclear  busi- 
ness but  for  his  wholesale  wiping  out 
of  factories,  needless  jobs  and  prod- 
ucts in  which  he  didn't  think  GE  had 
an  edge. 

He  set  a  goal:  A  company  can  and 
should  increase  its  productivity  by  6% 
each  year — not  just  for  a  few  years  but 
every  year.  But  don't  you  eventually 
cut  muscle  rather  than  fat?  Nonsense, 
says  Welch:  "There  is  infinite  poten- 
tial for  savings.  The  human  mind  is 
always  able  to  find  a  better  way  to  do 
things." 

That's  the  other  side  of  Neutron 
Jack:  a  strong  believer  in  human  po- 
tential, convinced  that  motivated  and 
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properly  organized  people  can  work 
lear- miracles.  Meeting  him  for  the 
irst  time,  you  would  think  he  spends 
nost  of  his  waking  hours  devouring 
extbooks  on  management.  He 
:hro\vs  around  phrases  like 
'empowerment,"  "workout"  meet- 
ngs,  "boundaryless"  sharing  of  ideas 
md  "stretch"  goals. 

In  simple  English,  this  means  get- 
ing  people  to  talk,  listen  and  be  open 
:o  new  ideas.  It  means  breaking  down 
lierarchies  and  ensuring  that  infor- 
nation  flows  down  as  well  as  up.  All 
Jiis  is  standard  dogma  now,  but 
/Velch,  by  force  of  his  zeal  and  by 
example,  has  driven  this  openness  all 
:he  way  to  the  shop  floor.  Rapidly 
disappearing  from  GE  plants  are  the 
mid  line  foremen  who,  like  military 
<lCOs,  once  patrolled  the  workplace. 

The  new  model  is  GE's  hugely  pro- 
ductive Grove  City,  Pa.  locomotive 
liesel  engine  plant,  where  600  non- 
mion  hourly  workers  manage  their 
)wn  jobs  by  teams,  "facilitated"  by 
ive  nonsupervisor  salaried  workers. 

At  GE's  turn-of-the-century  loco- 
notive  works  in  Erie,  Pa.  die  foremen 
ire  gone,  and  assembly  times  on  new 
ocomotives  have  been  cut  in  half 
•ince  1992.  A  whole  new  line  of  pow- 
erful AC  and  DC  models  has  pulled 
ales  up  from  200  units  two  years  ago 
|o  650  this  year.  That  sales  boom  has 
offset  major  cuts  in  the  work  force, 
vhich  is  making  $20  an  hour  in  wages 


and  benefits. 

Alas,  the  plant  may  still  face  layoffs. 
"We  don't  think  GE  wants  to  empow- 
er anything  but  its  bottom  line," 
gripes  union  representative  Stephen 
Tormey.  Welch  says  his  task  is  to  make 
the  remaining  jobs  more  secure  by 
keeping  GE  competitive  worldwide. 
It's  a  message  he  has  been  hammering 
home  to  reluctant  union  leaders. 

GE  is  contracting  out  work  and 
threatening  to  move  lines  to  lower- 
cost  GE  plants.  Case  in  point:  Sche- 
nectady, N.Y.,  GE's  old  hometown. 
Manufacturing  there  is  tough  because 
New  York  state  and  local  taxes  are 
among  the  stiff  est  in  the  country.  GE's 
steam  turbine  plants  there  are  old  and 
inefficient.  Though  sales  of  its  gas- 
fired  turbines  are  hot,  GE's  steam  sys- 
tems for  coal  and  nuclear  plants  are 
not  price-competitive.  So,  stung  by 
being  runner-up  to  Westinghouse  in 
China,  GE  has  decided  to  cut  1,200 
jobs  in  Schenectady. 

Likewise,  GE  has  been  slashing  costs 
from  its  jet  engine  business  to  weather 
the  current  slump  in  airline  and  de- 
fense orders.  Its  main  plant  in  Even- 
dale,  Ohio  has  been  struggling  to 
shed  unneeded  jobs  and  inventories. 
But  at  the  same  time,  GE  is  pouring  in 
new  investments  to  develop  its  new 
high-power  GE90  engine. 

Welch  would  like  nothing  better 
than  for  Schenectady  and  Evendale  to 
be  just  like  Louisville,  Ky.  GE's  Appli- 
ance Park  there  was  long  known  as 
"Strike  City,  U.S.A."  Two  years  ago 
GE  was  about  to  launch  a  new  washing 
machine,  but  because  of  Louisville's 
high  cost,  poor  quality  and  bad  labor 


relations,  Welch  let  it  be  known  that 
GE  might  contract  out  production  to 
Electrolux.  Without  those  new  ma- 
chines, Louisville's  overhead  would 
rest  on  too  little  volume,  and  its  days 
were  probably  numbered.  Bye,  bye, 
11,000  jobs.  "This  business  was  a 
candidate  for  divestiture  in  the 
1980s,"  says  GE  Appliances  head 
Richard  Stonesifer. 

No  longer.  "It  has  been  a  classic 
transformation,"  says  Stonesifer. 

The  manufacturing  boss,  Richard 
Burke,  had  forged  a  working  relation- 
ship with  Norman  Mitchell,  the 
folksy,  outspoken  president  of  iue 
Local  761 .  After  a  trip  to  a  GE  silicone 
plant  to  study  team  problem-solving, 
they  decided  to  give  teams  a  try  in 
Louisville.  This  was  a  big  change  from 
the  old  days,  when  "We'd  kick  them, 
then  they'd  kick  us,"  says  Mitchell,  a 
Baptist  preacher  in  his  spare  time. 

Understandably  anxious  to  keep 
their  jobs,  union  and  management 
launched  a  program  called  STP — Save 
The  Park — aimed  at  chopping  $60 
million  a  year  of  costs  and  coming  up 
with  a  better  machine. 

To  get  those  savings,  the  union 
agreed  to  give  up  lucrative  piece-rate 
pay  scales,  chop  job  classes  from  65  to 
3,  and  help  reduce  overtime.  They 
adopted  the  no-foremen,  work-team 
approach.  The  plant  has  gone  from  a 
$47  million  loss  in  1992  to  a  project- 
ed $40  million  profit  this  year,  headed 
to  $80  million  next  year. 

That  has  helped  revive  GE's  entire 
$6  billion  appliance  business.  Its  op- 
erating profits  this  year  should  be 
10%,  heading  for  15%  in  three  years. 


Union  leader  Norman  Mitchell  and  GE  Appliances 
To  save  jobs,  "Strike  City"  tried  teamwork. 


3d  Richard  Stonesifer 
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General  Electric 


GE  Lighting  boss  John  Opie 

Expanding  worldwide  to  deny  rivals  safe  havens. 


By  speeding  inventory  turnover  from 
5  times  a  year  to  11,  Stonesifer  has 
unlocked  $500  million  in  working 
capital  that  has  helped  fund  $1  billion 
spent  on  new  products  in  the  past 
three  years.  In  1994  and  1995  GE  will 
field  an  unprecedented  300  to  400 
new  appliance  models,  backed  up 
with  a  major  advertising  campaign. 

In  appliances,  GE  has  a  major  new 
partnership  in  India  and  another  ex- 
pected soon  in  China.  Says  GE  Appli- 
ance sales  head  Larry  lohnston: 
"Joint  venture  didn't  used  to  be  in 
our  vocabulary."  But  if  that's  what  it 
takes  to  get  into  these  great  new 
markets,  that's  what  GE  will  do. 

Perhaps  the  biggest  change  at  GE 
has  been  in  its  budget  system.  The 
ritual  every  year  was  for  a  manager  to 
offer  up  a  plan  to  produce  a  certain 
profit.  Top  management  at  the  Fair- 
field, Conn,  corporate  headquarters 
would,  of  course,  demand  more. 
They'd  settle  on  something  in  be- 
tween. "If  you  made  the  target,  you 
got  a  pat  on  the  back  and  probably  a 


check,"  says  Welch.  "If  you  missed  it, 
you  got  a  stick  in  the  eye  or  worse." 

That's  still  the  way  most  companies 
operate.  What's  wrong  with  it?  Says 
Welch:  "It  was  always  promise  as  little 
as  you  could,  deliver  that  and  put  the 
rest  away  for  a  rainy  day.  The  system 
pushed  for  the  lowest  number."  It  did 
not,  to  use  one  of  Welch's  favorite 
words,  encourage  people  to  stretch. 
He  would  prefer  to  have  a  manager 
overpromise,  if  in  the  process  that 
manager  is  honestly  "stretching."  He 
likes  to  say:  "If  you  get  the  values 
right,  the  numbers  will  follow." 

To  get  the  values  right,  Welch  has 
changed  the  old  system:  Managers 
still  have  to  hit  basic  targets.  But  they 
must  also  set  higher,  "stretch"  goals. 
A  manager  who  has  raised  his  inven- 
tory turns  from,  say,  6  to  10  should  be 
encouraged  to  get  the  number  to  20. 
Achieving  stretch  goals  right  off  is  not 
necessarily  expected,  but  managers 
who  hit  them  get  a  bigger  bonus  or 
more  stock  options.  Welch  claims  this 
will  get  people  to  take  more  risks. 


We  asked  Welch:  If  cutting  man- 
agement is  the  way  to  unleash  the 
potential  in  an  organization,  what 
happened  at  Kidder?  How  could  trad- 
er Joseph  Jett  have  hidden  $350  mil- 
lion in  phony  profits?  Wasn't  the 
problem  there  lack  of  supervision 
rather  than  too  much?  Welch  fires 
back:  "There  were  so  many  layers  of 
management  that  the  people  who 
were  worried  about  Jett's  trading 
couldn't  get  their  concerns  high 
enough  in  the  organization." 

Welch  believes  that  many  of  the 
problems  that  have  cropped  up  at  GE 
and  elsewhere  trace  to  similar  causes: 
The  people  who  know  about  the 
problem  won't  or  can't  or  are  afraid  to 
get  the  message  to  the  boss. 

So  don't  conclude  from  the  smiling 
face  on  our  cover  that  Jack  Welch 
takes  his  problems  lightly.  Here's  a 
story  that  tells  a  lot  about  the  man.  He 
was  clearing  his  desk  to  leave  GE's 
exurban  headquarters  for  a  weekend 
of  golf  in  April  .  The  GE  corporate  jet 
was  waiting  on  the  tarmac  with 
Welch's  wife  and  golf  clubs  on  board. 
The  office  phone  rang. 

Welch's  secretary  said  Michael  Car- 
penter, Kidder,  Peabody  chairman 
and  Welch's  friend,  was  on  the  line. 
For  a  moment,  Welch  considered 
heading  for  the  plane  and  letting  Car- 
penter wait  until  Monday.  But  that 
wouldn't  have  been  Jack  Welch. 

Bad  news.  The  tarnished  securities 
firm  was  embroiled  in  yet  another 
scandal,  this  time  Joe  Jett's  $350 
million  of  phony  profits. 

This  is  a  man  who  can  handle  disap- 
pointments but  hates  surprises.  Only 
a  week  earlier  GE  had  closed  the  books 
on  its  first  quarter  and  had  told  the 
world  it  would  have  record  earnings. 
Now  an  embarrassing  writeoff 
loomed.  Welch  scrapped  the  golf  trip 
and  the  next  day  met  with  Carpenter 
in  Manhattan.  Two  months  later  Car- 
penter was  gone. 

Despite  the  ruined  weekend, 
Welch  hasn't  been  thrown  off  his  golf 
by  these  problems  any  more  than  GE 
has  been  diverted  by  them  from  its 
winning  streak.  This  year,  at  58,  the 
same  year  his  company  should  set  an 
alltime  record  for  corporate  profits, 
Welch  won  the  golf  championship  at 
Sankaty  Head  Golf  Club  in  Nantuck- 
et, Mass.,  and  he  broke  70  for  the  first 
time.  H 
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The  buck  Rogers  stop  here. 


p 

Xeenng  out  of  the  (light  deck 
windshield  of  a  747,  the  sight 
that  greeted  me  was  blackness,  interrupted  bv  incandescent 
bursts  ol  lightning.  Only  the  tightened  seatbelt  prevented 
me  Irom  hitting  my  head  on  the  ceiling,  the  turbulence 
was  so  severe.  In  the  left  hand  seat,  the  glow  of  the 
instrument  panel  lit  the  pilot's  lace,  impassively  statue-like, 
the  concentration  total. 

As  the  computer  voice  droned  "400  leet"  my  eyes  were 
inexorably  drawn  back  to  the  windscreen.  Blackness 
still.  More  lightning.  No  runway.  "300  leet"  chanted  the 
computer.  The  pilot  remained  expressionless. 

"200  leet".  Where  was  the  runway?  My  eyes  screamed 
at  the  windscreen.  "  1  00  leet".  Why  doesn't  the  pilot  pull  up': 
"50  leet".  Absurdly,  I  suddenly  noticed  how  damp  my 
palms  were.  Then  two  things  happened  simultaneously. 
The  pilot  uttered  his  lirst  words  "runway  in  sight"  and 
"BUCK  ROGERS  is  a  trademark  of  The  Dille  Family  Trust 


the  wheels  touched  the  ground  in  the  smoothest  landing 
I  can  ever  recall.  When  I  climbed  out  of  my  seat,  I  can't 
remember  what  I  was  more  impressed  with;  the  absolute 
reality  ol  the  world's  most  advanced  pilot  training 
simulators,  or  the  calm,  unflappable  nature  of  the  pilot 
who  had  )ust  been  tested. 

Every  day,  SAA  pilots  are  tested  in  the  most  punishing 
conditions  possible.  Not  just  to  separate  the  men  Irom 
the  flyboys.  But  to  ensure  that  they  remain  the  finest 
commercial  pilots  in  the  world,  in  tune  with  the  most 
advanced  equipment.  Allowing  you  to  sit  back,  relax  and 
discover  why  SAA  has  been  voted  "Best  Carrier  to 
Africa"  six  years  in  a  row. 


ir  * 

SOUTH  AFRICAN  AIRWAYS 

AFRICA'S  WARMEST  WELCOME. 

FOR  RKSKR  VAT  IONS  CALL  :  1-800-722-9675 


Kids  with  a  religious  orientation  are  much  less  likely 
to  drop  out  of  school,  use  drugs  or  commit  crime. 
Why  don't  we  draw  the  logical  conclusions? 


Virtue 
pays 


BY  ARMSTRONG  WILLIAMS 


Armstrong  Williams  is  chief  executive  officer  of 
the  international  public  relations  firm,  The  Graham 
Williams  Group,  headquartered  in  Washington, 
D.C.,  and  author  of  Conscience  of  a  Black 
Conservative  (Simon  &  Schuster,  forthcoming). 


The  media  are  trying  to  make  "family 
values'"  into  an  issue  only  the  so- 
called  religious  right  can  support.  It's 
not  surprising  that  media  pundits 
would  do  this,  but  it  is  surprising  that 
many  political  moderates  fall  for  it.  A 
huge  chunk  of  federal  and  local  gov- 
ernment budgets  is  dedicated  to  solv- 
ing the  effects  of  behavioral  problems. 
It  is  not  simply  coincidental  that  the 
breakdown  of  family  and  religious 
values  has  coincided  with  increases  in 
crime,  drug  abuse  and  homelessness. 

One  example  of  counterproductive 
government  programs  is  our  welfare 
system.  Much  of  the  $5  trillion  spent 
on  welfare  during  the  last  20  years  has 
actually  harmed  the  poor  by  encour- 
aging joblessness,  dependency  and  il- 
legitimacy. One  in  seven  American 
children  is  now  enrolled  in  the  Aid  to 
Families  with  Dependent  Children 
program.  The  illegitimacy  rate  has 
gone  from  around  one-fourth  of  all 
births  to  black  mothers  in  the  mid- 
1 960s  to  over  two-thirds  today.  Near- 
ly one-third  of  all  American  births  are 
now  to  unmarried  mothers. 


Charles  Murray's  trailblazing  book 
Losing  Ground,  The  American  Social 
Policy  1950-1980  (Basic  Books),  first 
published  in  1984,  has  convinced 
many  people,  including  some 
thoughtful  commentators  on  the  left, 
that  illegitimacy  is  the  single  most 
important  social  problem  of  our  time. 
Illegitimacy  helps  continue  the  cycle 
of  poverty  that  is  costing  both  the 
poor  and  taxpayers  dearly.  And  the 
costs  continue  to  grow — over  $300 
billion  will  be  spent  on  these  pro- 
grams this  year. 

Yet  some  people  still  argue  that  the 
ready  answer  to  illegitimacy  is  ex- 
panding contraceptive  programs  and 
abortion  funding.  American  taxpay- 
ers have  poured  hundreds  of  millions 
of  dollars  into  these  efforts.  In  1971 
$6  million  was  appropriated  for  Title 
X  family  planning  programs.  This  year 
Title  X  will  cost  around  $187  million, 
and  overall  federal  family  planning 
expenditures  could  range  as  high  as 
$450  million  per  year. 

Far  from  decreasing  teen  pregnan- 
cies, however,  family  planning  pro- 
grams have  not  reduced  the  pregnan- 
cy rate  for  sexually  active  teens.  In- 
stead, there  has  been  an  increase  in  the 
number  of  sexually  active  teens,  and  a 
consequent  rise  in  the  pregnancy  rate 
among  unwed  teens.  Here,  too,  his- 
torical increases  in  funding  for  an  ill- 
conceived  federal  program  have  failed 
to  produce  the  desired  effect. 

Abortion,  while  directly  reducing 
the  number  of  unwanted  births,  is  not 
without  its  own  costs.  Though  Amer- 
icans do  not  currently  subsidize  abor- 
tions directly,  costs  are  carried  by 
other  Americans  through  higher  in- 
surance premiums.  For  instance,  pel- 
vic inflammatory  disease,  one  typical 


physical  side  effect  of  abortion,  costs 
an  estimated  $4.2  billion  per  year.| 
And  numerous  studies  indicate  long- 
term  and  often  deep  psychological 
disturbances  among  women  who 
have  terminated  pregnancies. 

In  short,  the  sexual  revolution  has 
been  staggeringly  costly  to  Americans 
in  many  ways.  Congress  has  appropri- 
ated $2.5  billion  for  aids  programs 
alone  in  fiscal  year  1994,  including 
$1.3  billion  for  research,  far  outstrip- 
ping the  per-fatality  federal  spending 
for  research  on  all  other  diseases  com- 
bined. Another  $10.4  billion  will  be! 
spent  this  year  in  the  U.S.  to  treat 
aids/HIV  patients. 

The  debate  on  health  care  has  skirted 
one  of  the  preeminent  reasons  for  the 
dramatic  rise  in  health  care  costs  in 
recent  years — the  medicalization  of  so- 
cial programs.  Societal  costs  for  sub- 
stance abuse,  including  lost  work  and 
disability,  have  been  tabulated  at  $166 
billion  annually.  Asked  what  percentage 
of  our  nearly  $l-triJlion-a-year  health 
care  bill  has  social  origins,  former 
Health  &  Human  Services  Secretary 
Louis  Sullivan  estimated  about  one- 
third.  On  top  of  this,  crime  and  related 
violence  will  cost  Americans  between 
$425  billion  and  $647  billion  this  year. 

This  is  not  to  say  that  restoring  the 
old  virtues  will  end  crime  and  poverty. 
But  a  study  by  Harvard  economist 
Richard  Freeman  discovered  that  in- 
ner-city youth  with  a  strong  religious 
orientation  have  a  47%  lower  high 
school  dropout  rate,  are  54%  less  like- 
ly to  use  drugs  and  commit  50%  less 
crime.  A  mounting  body  of  evidence 
strongly  suggests  that  civic  virtue, 
underpinned  by  strong  personal  mo- 
rality, goes  hand  in  hand  with  eco- 
nomic prosperity.  H< 
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Whaf  s  really  holding  your  company  back? 


You'll  find  out  when  you  discover  your  real 
business  problems — the  ones  hidden  in  your 
underlying  business  practices. 

And  that's  where  our  proprietary  knowledge 
base  of  Global  Best  Practices  can  help. 

In  our  trained  hands,  it  lets  us  compare 
your  operating  practices  to  the  best  in  the  business 
world — within  your  own  industry  and  across 
the  board. 

So  we  can  gain  insight  into  what's  slowing 
you  down.  And  roll  out  more  creative  ways  to  help 
you  reengineer  your  operations. 

It's  designed  to  be  the  most  thought-provok- 
ing resource  of  its  kind.  Driven  by  an  advanced 
application  of  CD-ROM  technology.  Updated 


throughout  our  global  network.  And  unsurpassed 
in  its  depth  and  scope. 

To  see  a  demonstration  of  our  knowledge  base 
or  receive  a  free  brochure,  call  1-800-445-5556, 
today.  And  find  out  how  we  can  help  you  make 
lasting  progress — on  paper  and  in  practice. 


Best  Practices, 
Putting  insight 
into  practice." 


Arthur  « 
Andersen 


©1994  Arthui  Andersen,  Arthur  Andersen  &  Co,  SC.  All  rights  reserved. 


Arthur  Andersen  &  Co,  SC 
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"Quiet  please,  performance  in  progress." 

"A  multinational  client  of  ours  needed  local  currency  funding  in 
China,"  says  Shirley  Ho, ,  Corporate  Banking,  UBS.  "Often  the 
simplest  solution  is  the  best.  But  obtaining  Chinese  Renminbi  at 
short  notice  is  not  always  easy.  We  located  a  Chinese  company  an 
need  of  U.S.  dollars  and  quickly  secured  local  funding  for  our  client 
so  they  could  continue  growing  their  business  in  China." 


Beyond  the  usual. 


Union  Bank 
of  Switzerland 


NEW  YORK,  LONDON,  PARIS,  FRANKFURT,  ZURICH,  GENEVA.  SINGAPORE,  HONG  KONG,  TOKYO. 
In  the  U.S.,  UBS  operates  through  various  branches  and  subsidiaries  with  headquarters  at  299  Park  Avenue,  New  York,  NY  10171. 
Other  offices   in   North   America:   CHICAGO,    HOUSTON,    LOS    ANGELES,    SAN    FRANCISCO,   TORONTO,  MONTREAL 


Takeovers  outside  the  U.S.  are  still  rare,  but  the  world 
is  changing.  These  foreign  firms  could  be  targets. 

Overseas 
opportunities 


By  Eric  S.  Hardy 

Takeover  dealmakers  are  in  clover 
again.  Securities  Data  Corp.  reports 
that  the  5,100  announced  acquisi- 
tions of  U.S.  companies  in  the  eight 
months  through  August  exceed  in 
value  the  merger  activity  of  1990, 
1991  and  1992. 

Did  you  forget  to  buy  American 
Cyanamid  before  American  Home 
Products  announced  its  blockbuster 
bid?  Before  trying  to  grab  the  next 
acquisition  candidate  in  the  U.S., 
where  prices  are  high  and  the  market 
very  picked  over,  consider  looking 
elsewhere. 

"Overseas  acquisitions  are  becom- 
ing more  common,  especially  in  Eu- 
rope," says  Kelly  McDermott,  man- 
ager of  the  Dreyfus  Global  Growth 
and  Premier  Global  Investing  funds. 

With  the  falling  of  trade  barriers, 


mergers  can  provide  economies  of 
scale,  sharing  of  technology  and 
broadening  of  markets.  Among  the 
foreign  businesses  that  seem  ripe  for  a 
takeover  or  for  investment  activity  by 
a  U.S.  or  another  foreign  firm  are 
food  processing,  beverages  and  con- 
sumer products. 

The  deals  can  be  substantial:  In 
1990,  for  example,  Philip  Morris  Cos. 
paid  $3.8  billion  for  Swiss  confection- 
er Jacobs  Suchard.  In  1993  Philip 
Morris  spent  $1.5  billion  for  another 
candy  company,  Freia  Marabou  of 
Norway. 

The  table  lists  ten  foreign  food, 
beverage  and  consumer  product  com- 
panies with  acquisition  potential. 
Each  of  these  stocks  has  sales  between 
$250  million  and  $2  billion,  sells  for 
no  more  than  11  times  earnings,  has 


less  debt  than  equity,  and  a  cash  posi- 
tion equal  to  at  least  30%  of  total 
assets. 

One  of  the  cheapest  stocks  on  the 
list  is  Singapore's  Asia  Pacific  Brewer- 
ies. The  company  has  almost  no  debt 
and  a  price/earnings  ratio  of  8.5, 
roughly  half  that  of  the  overall  Singa- 
pore market. 

One  word  of  caution:  Foreign 
countries  have  lagged  the  U.S.  in 
merger  activity.  "Many  [foreign] 
firms  issue  shares  with  super  voting 
rights,  and  those  shares  are  almost 
always  held  by  insiders  who  want  to 
keep  the  company  independent,"  says 
Sandor  Cseh,  head  of  international 
equity  investing  at  Boston  Co.  Drey- 
fus' Kelly  McDermott  adds,  "If  you 
want  to  do  a  [hostile]  takeover  in  a 
place  like  Germany,  you'll  be  in  court 
for  years."  McDermott  points  out 
that  restrictive  corporate  covenants 
and  antitakeover  laws  are  common 
overseas. 

Then  again,  a  few  years  ago  the 
thought  of  a  German  automaker's 
buying  out  a  British  car  manufacturer 
was  unimaginable.  But  BMW's  recent 
acquisition  of  Rover  Pic.  went  off 
without  incident,  with  Rover  man- 
agement raising  no  objections  to  the 
purchase. 

If  a  nation  can  let  go  of  an  automak- 
er, resistance  to  mergers  in  other,  less 
prestigious  businesses  is  bound  to 
crumble.  AS 


Food  for  thought 

Company  Business 


Country 


Recent 
price 
($US) 


-Price  divided  by- 


earnings  sales 


book 
value 


Cash  as  % 
of  market 
value 


Dividend 
yield 


Sales 
($mil) 


Market 
value 
($mil) 


Asia  Pacific  Breweries 

beer 

Singapore 

$10.93 

8.5 

2.9 

2.9 

5% 

1.4% 

$473 

$1,384 

Bongrain  Group 

dairy  products 

France 

609.87 

9.8 

0.7 

2.0 

48 

1.8 

1,621 

1,172 

Carlsberg 

soft  drinks;  beer 

Denmark 

42.49 

10.3 

1.5 

2.4 

29 

1.1 

1,838 

2,715 

Corporate  Foods 

bakery  products 

Canada 

11.33 

10.3 

0.9 

2.2 

6 

1.5 

272 

237 

Danisco 

food  processing 

Denmark 

148.31 

6.2 

0.8 

1.5 

24 

1.5 

1,982 

1,636 

Korn-og  Foderstof 

household  products 

Denmark 

192.40 

4.7 

0.4 

1.4 

30 

1.2 

1,070 

458 

Novo  Nordisk 

foods;  chemicals 

Denmark 

92.78 

8.9 

1.9 

1.8 

17 

0.7 

1,822 

3,453 

Orion 

personal  care 

Finland 

22.13 

9.7 

1.8 

1.7 

22 

2.1 

622 

1,106 

Perkins  Foods 

branded  produce 

United  Kingdom 

1.21 

6.8 

0.3 

3.1 

48 

5.7 

552 

149 

Rothmans 

tobacco  products 

Canada 

56.65 

10.5 

0.9 

3.7 

24 

5.2 

355 

312 

Source:  Worldscope/Disclosure  Partners,  via  Randall  Helms  Datascreen  II. 

These  ten  companies  might  be  tempting  targets 

of  food  processors,  beverage  companies  or 

consumer  product  companies  looking  to  expand  overseas. 
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malaysia  is  a  land  in  which  the 
buzz  of  development  can  be  heard 
everywhere.  In  the  bustling  capital  of  Kuala 
Lumpur,  construction  cranes  tower  over 
historic  mosques  and  ornate  colonial-era 
buildings.  A  highly  visible  symbol  of  a  confi- 
dent society,  the  rising  Kuala  Lumpur  City 
Center  —  an  88-story,  twin-tower  complex 
—  will  soon  become  Asia's  tallest  building. 
Automobiles  and  fighter  jets,  using  exotic  com- 
posite technology,  are  being  researched  and 
developed  in  the  central  state  of  Malacca,  and  a 
veritable  Silicon  Valley  has  sprung  up  in  Penang. 

Not  surprisingly,  this  Southeast  Asian 
country  is  attracting  serious  attention  from 
foreign  investors  and  traders.  They  are  stirred 
by  Malaysia's  booming  industrial  sector, 
hardworking  labor  force,  political  stability 
and  affluent  consumers  —  not  to  mention  a 
growth  rate  of  8%  for  six  consecutive  years 
and  an  export  volume  that  ranks  as  the 
world's  19th  highest,  ahead  of  such  countries 
as  Australia,  Austria  and  Denmark. 

"We've  taken  40  years  to  come  to  this  level. 
From  pebbles  we  have  built  a  mountain,"  says 
Menteri  Besar  Muhammad,  the  chief  exec- 
utive of  the  country's  most  prosperous  state, 
Selangor. 

U.S.  Ambassador  to  Malaysia  John  Wolf 
adds,  "Malaysia  is  a  very  attractive  investment 
climate.  More  and  more  Americans  and  for- 
eigners are  looking  at  it  as  an  extraordinarily 
exciting  marketplace,  not  just  for  investment 
but  for  the  enormous  trading  opportunities." 

The  story  of  Malaysia's  economic  rise  — 
from  a  simple,  two-commodity  economy  to 
the  world's  largest  producer  of  such  items  as 
semiconductors  and  household  air  condition- 
ers —  is  spreading  overseas,  thanks  to  such 
people  as  the  tireless  Minister  of  International 
Trade  and  Industry,  Rafidah  Aziz.  "Malaysia 
offers  a  complete  package  of  pull  factors, 
including  political  stability,  sound  economic 
growth,  pragmatic  and  consistent  investment 
policies,  and  developed  infrastructure,  which 


The  dynamic,  rapidly  developing  skyline  of  Kuala  Lumpur. 


will  make  investments  in  the  country  viable  and 
profitable,"  she  says. 

Welcoming  Foreign 
Investors 

Malaysia  has  produced  a  vibrant  national 
economy  by  establishing  liberal  and  flexible 
foreign  investment  policies.  Tax  incentives 
and  reduced  corporate  income  rates  are 
offered  to  companies  in  capital  and  technolo- 
gy-intensive industries.  Investors  are  also 
given  adequate  protection  of  intellectual 
property  rights.  Companies  able  to  provide 
expertise  in  research  and  development,  especial- 
ly in  industrial  technology,  qualify  for  other 
attractive  incentives.  Prime  Minister  Mahathir 
Mohamad  recendy  announced  new  tax  breaks 
for  foreign  electronic  firms  that  increase  their 
local  content  and  link  with  domestic  industries. 

Efforts  to  liberalize  the  financial  sector 
are  underway,  helped  by  the  General 
Agreement  on  Tariffs  and  Trade  (GATT). 
Foreign  investors  will  find  a  country  with  a 
sophisticated  banking  system  in  place. 

Striving  for 
The  Next  Phase 

Malaysia  is  working  to  become  a  regional 
contract  research-and-development  center  to 


serve  companies  in  the  Association  of 
Southeast  Asian  Nations  (ASEAN)  region, 
and  is  seeking  American  and  other  partners  to 
achieve  this  goal.  "If  we  want  to  reach  the 
next  stage,  we  have  to  do  research  and  devel- 
opment," says  Harry  Menon,  executive  vice 
president  of  Public  Bank,  one  of  the  largest 
financial  institutions  in  the  country. 

The  investment  in  R&D  is  beginning  to 
pay  dividends:  For  the  first  time,  televisions 
built  in  Malaysia  are  being  shipped  to  the 
Japanese  market.  The  wood  industry,  which 
hopes  to  become  a  U.S.S392  million  export 
earner  by  the  end  of  1994,  now  manufactures 
products  ranging  from  molding  and  doors 
to  furniture.  In  the  government's  efforts  to 
promote  R&D  and  manufacturing  growth, 
high-tech  parks  —  similar  to  Silicon  Valley 
and  North  Carolina's  Research  Triangle  — 
are  being  established,  mainly  as  centers  for 
technological  research  and  development. 

A  Bright  Economic 
Picture 

Despite  the  worldwide  economic  recession, 
Malaysia's  economic  indices  look  good,  mosdy 
due  to  the  robust  manufacturing  sector,  the 
fastest-growing  segment  of  the  economy  at  a 
10.8%  average  yearly  growth  rate.  Additionally, 

continued  on  page  .46 
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SWITCHED  ON  TO  NEW  HEIGHTS  OF  ENERGY, 
PROFITABILITY  AND  PRODUCTIVITY 


It's  amazing  what  people  say  out  of  sheer 
ignorance  these  days.  Tenaga  Nasional 
Berhad,  Malaysia's  electricity  utility,  has 
been  accused  of  obscene  profits,  at  least 
for  the  last  three  years.  Dr  Ani  bin  Arope, 
the  executive  chairman,  is  adamant  that 
this  is  on  the  contrary.  At  the  company's 
first  half  year  interim  results  address  in 
May  this  year,  he  said  the  gains  have  not 
been  at  the  expense  of  Malaysian 
consumers.  The  gains  have  been  from 
absolute  sheer  hard  work. 

"Tenaga  has  pushed  up  sales  by  over  one- 
third  and  cut  its  costs  of  production  by 
11  per  cent.  Frankly,  consumers  are 
paying  19  per  cent  less  for  their  electricity 
now  than  they  were  six  years  ago,"  he 
told  local  fund  managers  and  financial 
analysts. 


To  help  realise  Malaysia's 
industrialisation  programme  where 
Megawatts  are  consumed  in  mega 
quantities,  Tenaga's  capital  expenditure 
for  new  generating  plants  and  ancillary 
supports  are  expected  to  amount  to  USD 
7.96  billion  over  the  next  five  years.  This 
will  expand  Tenaga's  generating  capacity 
to  some  8,900  MWs  by  the  year  2000  from 
its  present  6,524  MW. 

According  to  the  World  Bank,  the  Asia 
Pacific  region  will  require  some  USD  200 
billion  during  the  next  decade  to  build 
infrastructure  needed  to  support  the 
region's  new  expanding  economies  and 
population.  For  governments  and 
corporations  who  are  eager  to  rocket  into 
the  21st  century  without  burdening 


"Tenaga  has  pushed 
up  sales  by  over  one- 
third  and  cut  its  costs 
of  production  by  11 
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19  per  cent  less  for 
their  electricity  now 
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national  treasuries  and  banks  —  which 
are  incapable  of  supporting  such  long- 
term  ventures  —  bonds  are  the  magic 
missiles. 

As  successful  as  its  Fast  Track 
programmes  to  add  more  Megawatts  into 
the  National  Grid  to  support  the 
country's  burgeoning  industrial  growth, 
Tenaga  has  been  fast-tracked  to  reap  the 
capital  markets  of  the  world  to  meet  its 
plans  for  expansion.  A  notable  success 
has  been  the  USD  600  million  Yankee 
Bond  issue  offering  conducted  by  Tenaga 
during  its  two-week  roadshow  in  the  US 
in  June.  Originally  sized  at  USD  450 


million,  the  transaction  had  been 
increased  following  a  zealous  massive 
oversubscription. 


The  merits  of  the  case  are  that  the  power 
utility  giant  is  close  to  the  Malaysian 
Government  who  have  majority 
ownership.  In  fact,  billions  of  dollars  have 
been  injected  into  Malaysian  stocks  in  the 
last  few  years  by  international  fund 
managers  because  of  their  confidence  in 
Malaysia's  economy,  political  stability 
and  the  highly  profitable  performance 
rendered  by  public  listed  companies 
governed  under  strict  regulatory  control. 

Tenaga's  present  97  per  cent  share  of 
electricity  sales  is  not  expected  to  fall 
below  70  per  cent,  even  when  the  planned 
4000-plus  Megawatts  from  the  five 
Independent  Power  Producers  (IPPs) 
come  on-stream  by  1998.  New  York-based 
rating  agency  Moody's  has  said  that  the 
outlook  for  Tenaga's  "A2"  senior  foreign 
currency  rating  is  stable  due  to  its  low 
power  generation  costs,  and  its 
supportive  and  regulatory  environment. 

Tenaga's  metamorphosis  has  beer 
astonishing.  A  government  departmenl 
just  a  few  years  ago,  today  it  is  a  mighty 
conglomerate  with  diversified  interests  ir 
related  industries  as  well  as  education. 

As  Dr  Ani  Arope  reiterates,  'We  have 
pared  expenses  and  increased  efficiency 
we  have  added  services  for  our  customers 
and  quality  in  our  delivery,  we  have 
changed  our  management  philosophy 
and  reorganized  our  business  structure 
and  we  have  diversified  and  intensified. 

For  the  six  months  that  ended  las 
February,  Tenaga's  operating  profit  rose 
1 9  per  cent  to  USD  400  million  on  the  bad 
of  revenues  that  were  up  11  per  cent  tc 
USD  1  billion.  Tenaga's  pre-tax  profit  was 
USD  302  million. 

Says  an  exuberant  Dr  Ani  bin  Arope 
"Demand  for  electricity  is  forecast  at  13 
per  cent.  When  manufacturing  output  ha: 
expanded  at  a  dramatic  growth  rate  o 
14.7  per  cent  and  manufactured  good: 
account  for  70  per  cent,  you  can  be  sun 
that  demand  for  more  electricity  is  on. 
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COMPOSITES  TECHNOLOGY  CITY 

MALAYSIA'S     LEAP     INTO     THE  FUTURE 


magine  an  entire  township  dedicated  to  developing  greater  knowl- 
:dge  of  and  manufacturing  composites  technologies.  One  in  which 
ixperts  from  Malaysia  and  around  the  world  would  come  together 
o  develop  a  technology  base  of  composite  materials  and  the  manu- 
acturing  platform  to  turn  out  small  aircraft,  automobile  bodies, 

rain  coaches  and  aircraft  seats  —  all   

ising  this  leading-edge  technology. 

Still  on  the  drawing  board,  the 
ownship  will  be  named  CT  City,  a 
)00-acre  complex  in  historic  Malacca 
ledicated  to  one  of  the  country's  most 
:xciting  high-tech  initiatives.  The 
roal  of  this  futuristic,  self-contained 
netropolis  is  to  become  the  world's 
argest  fully  integrated  composites 
nanufacturing  center. 

The  catalyst  behind  CT  City  is  Composites  Technology 
Research  Malaysia  (CTRM),  established  by  government  initia- 
ive  in  early  1990  to  spearhead  Malaysia's  entry  into  the  exciting 
ield  of  composites  technology.  A  model  of  cooperation  among 
he  public  and  private  sectors,  Composites  Technology 
development  Corporation  (CTDC)  is  a  joint  venture  between 


CTRM  —  fully  owned  by  the  Ministry  of  Finance  —  and  FACB 
Corporation. 

Its  main  mission  is  to  transform  Malaysia  into  a  major  player 
in  composite-products  manufacturing,  by  establishing  a  manu- 
facturing and  technology  base  of  composite  materials  by  1996. 
  Several  divisions  will  handle  the  vari- 
ous elements,  including  aircraft, 
property,  manufacturing  and  research 
and  development. 

With  its  affordable  skilled-labor 
costs  and  modern  facilities,  the  city  is 
already  attracting  the  world's  leading 
players  in  this  field.  In  partnership 
with  Petronas,  CTRM  is  developing 
the  Eagle  XTS  general  aviation  air- 
craft, and  is  set  to  produce  ten  aircraft 
per  month  by  the  end  of  1994. 

In  other  joint  ventures,  TALON  (Malaysia)  Sdn  Berhad  is 
producing  composite  hockey  sticks  for  the  world  market,  while 
Ageless  Quality  will  produce  molds  for  plastic  injection  using  a 
composite  base.  Negotiations  are  underway  for  many  other 
activities. 


CTDC 

COMPOSITES  TECHNOLOGY 
DEVELOPMENT  CORPORATION  SDN  BHD 
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A  Joint  Venture  Between    ■JJHM    And  Ikhlas  Perdana  (a  subsidiary  of  FjSESi  ) 

1 8th  Floor,  Menara  Sabre,  8,  Lorong  P.Ramlee,  50250  Kuala  Lumpur  P.O.  Box  11718.  50754  K.L.  Tel:  03-201  2377  Fax:  03-201  2267 


Let's  extend  the  idea's  reach.  No  telling  what  you  will  achieve  when  you  diversify.  We  did  and  found  a  whole 
new  world  of  opportunities.  The  synergy  of  diversity  has  resulted  in  our  group  achieving  overwhelming  success.  It 
has  put  us  at  the  forefront  of  Malaysian  industry. 

We  are  a  group  of  23  companies  involved  in  a  variety  of  businesses:-  automotives  (we  hold  the  exclusive  franchise 
for  the  importing,  assembly  and  marketing  of  Citroen,  Isuzu,  Mitsubishi  and  Daewoo  vehicles;  we  assemble  and 
market  for  many  others  including  Pinzgauer,  Tata,  Iveco  and  Optare;  we  manufacture  and  market  variant 
models  of  the  Malaysian  car,  Proton),  automated  vehicle  inspection  systems,  intracity  bus  services,  fabrication,  repair 
and  servicing  of  oil-rigs  and  gas-drilling  operations,  information  technology,  freight  forwarding,  engineering, 
management  services,  property  development,  plantations,  manufacturing. 

In  our  symbiotic  diversification,  we  have  joint  ventured  with  well-known  companies  from  all  over  the 
world.  And  we  are  ready  to  link  up  with  more.  So  if  you  wish  to  join  in  this  synergy,  give  us  a  call. 
Or  better  still,  drop  in  for  a  chat.  No  telling  what  we  might  accomplish  together. 
MASTER-CARRIAGE  (MALAYSIA)  SDN.  BHD. 

Level  34,  Shahzan  Prudential  Tower,  30,  Jalan  Sultan  Ismail,  50250  Kuala  Lumpur,  Malaysia.Tel:  60-3-2445033  Telex:  MA  33011  Fax:  60-3-2445106. 
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from  1986  to  1993,  per-capita  income  has  dou- 
bled. An  attractive  facet  of  the  domestic  labor 
force,  and  of  the  economy  as  a  whole,  is  that 
about  half  the  population  is  below  the  age  of  25. 
An  overwhelming  majority  of  Malaysian  gradu- 
ates who  have  gone  abroad  return  to  contribute 
to  the  country's  economy. 

The  Malaysian  economy's  rapid  transition 
from  commodity-based  to  manufacturing- 
based  is  astonishing.  As  recently  as  a  decade 
ago,  manufactured  goods  accounted  for 
about  20%  of  exports;  last  year  it  was  more 
than  70%.  By  the  year  2000  this  sector  will 
contribute  40%  to  the  GDP.  Today,  the 
electronics  industry  is  the  largest  component 
of  Malaysia's  manufacturing  sector.  Exports 
from  this  sector  were  worth  U.S.S18.5  bil- 
lion, or  52%  of  total  manufactured  goods 
exported  in  1993. 

To  widen  the  application  of  technology  in 
the  industrial  sector,  the  Malaysian  Technology 
Development  Corporation  (MTDC)  was 
launched  in  1992.  Its  chairman,  Dr.  Omar  Abdul 
Rahman,  says  venture  capital  and  other  means 
will  be  used  to  provide  seed  and  early  financing. 

Steps  are  being  taken  to 
broaden  the  diversity  of  prod- 
ucts and  even  the  portfolio  of 
markets.  "We  no  longer  have 
any  preponderance  on  any 
particular  country,"  says  Lay 
Ah  Oon,  deputy  director  of 
the  Industrial  Promotion 
Division  of  the  Malaysian 
Industrial  Development 
Authority  (MIDA).  "We  are 
trying  to  develop  non-traditional  markets." 

The  Tools  for  New 
Prosperity 

As  the  economy  expands,  so  does  the  need  for 
new  infrastructure.  Significant  steps  have  been 
taken  to  upgrade  roads,  bridges,  telecommuni- 
cations and  power  networks.  Some  U.S.S3 1.5 
billion  in  infrastructure  projects  will  be  imple- 
mented over  the  next  two  years,  including 
a  new  rapid-transit  system  for  Kuala  Lumpur. 
About  40  government  agencies  or  projects 
were  marked  for  privatization  in  1994. 

National  energy  company  Tenaga 
Nasional  Berhad  has  embarked  on  a  U.S.S7.6 
billion  plan  to  eliminate  power  outages  that 
have  arisen  from  Malaysia's  economic  surge, 
by  upgrading  generation,  transmission  and 
distribution  facilities.  The  additional  capacity 
is  urgently  needed,  particularly  to  meet 
industrialization  demands. 

The  new  airport  is  one  of  Southeast  Asia's 


biggest  infrastructure  projects  and  will  help 
position  Kuala  Lumpur  as  a  major  air-passen- 
ger and  cargo  hub  and  aircraft-maintenance 
center.  The  U.S.S3.5  billion  Kuala  Lumpur 
International  Airport  (KLIA)  in  Sepang, 
located  in  the  Southwest  corner  of  Selangor, 
is  expected  to  serve  80  million  passengers  by 
the  year  2020. 

A  Strong  Economic  Tie 
with  The  U.S. 

Most  of  the  U.S./Malaysian  economic  indica- 
tors are  encouraging.  In  1993  the  U.S.  ranked 
as  Malaysia's  second-largest  source  of  foreign 
investment,  accounting  for  U.S. $2. 7  billion, 
or  16.7%  of  the  year's  total.  The  U.S.  was 
Malaysia's  second-largest  trading  partner  in 
1993,  absorbing  20.3%  of  Malaysia's  total 
exports.  More  than  90%  were  manufactured 
goods  such  as  electronics,  telecommunica- 
tions equipment,  appliances,  textiles,  clothing 
and  data  processing  equipment. 

U.S.  firms  are  also  discovering  partners  with 
whom  to  penetrate  other  Asian  markets. 
Experts  say  Malaysia's  diverse  ethnic  mix  of 


Malay,  Chinese  and  Indian  is  a  real  asset  in  net- 
work building,  as  business  partners  often  have 
important  contacts  throughout  the  region. 

The  Entrepreneurial 
Spirit 

The  booming  nature  of  Malaysian  entrepre- 
neurship  is  embodied  in  Malaysian  tycoons 
who  are  building  hotels  around  the  world  and 
purchasing  fleets  of  passenger  aircraft.  Among 
the  standouts  is  Tajudin  Ramli,  whose 
Technology  Resources  Industries  Berhad  has 
expanded  into  telecommunications  in 
Cambodia,  Iran,  China  and  Tanzania. 

Tajudin's  Malaysian  Helicopter  Services 
Berhad  has  become  an  international  concern, 
operating  24  helicopters  and  four  fixed-wing 
aircraft,  as  well  as  owning  other  aviation- 
related  companies  and  a  shipping  line.  "We 
have  always  held  the  belief  that  success  is  a 
moving  target  and  that  you  have  to  keep  aiming 
higher,"  Tajudin  says. 


Tajudin 
Ramli 


Last  August,  Tajudin 
aimed  his  sights  at 
Malaysian  Airlines  (MAS) 
and  purchased  a  34%  con- 
trolling stake.  Now  chair- 
man, the  young  entrepre- 
neur hopes  to  improve  the 
carrier's  status  in  Asia  and 
upgrade  its  cargo  opera- 
tions. Experienced  execu- 
tives from  Tajudin's  other 
companies  will  be  brought 
in  to  help  in  MAS's  major  restructuring. 

MAS's  major  strengths  are  a  large  fleet,  a 
good  route  structure  and  a  competitive  base. 
With  the  recent  addition  of  Capetown,  Rome 
and  Buenos  Aires,  MAS  now  flies  to  90 
destinations  across  six  continents. 

Master-Carriage  (Malaysia) 

SDN  BHD 

Few  Malaysian  companies  can  boast  the  range 
of  interests  or- level  of  synergy  developed  by 
Master-Carriage  (Malaysia)  Sdn  Bhd.  The 
investment  holding  and  management  company, 
which  registered  a  turnover 
in  1993  of  U.S.S47 1,000, 
is  a  household  name  in 
Malaysia's  automotive  indus- 
try. Master-Carriage's 
philosophy  involves  tapping 
niche  markets  in  Malaysia, 
while  striving  for  new  oppor- 
tunities overseas. 

The  20  companies  within 
the  group  do  everything 
from  assembling  cars  to  arranging  financing 
for  buyers.  They  produce  auto  radiators, 
seats,  parts  and  accessories,  and  parlung  and 
access  control  systems.  The  list  even  includes 
offshore  oil  and  gas  drilling  rigs. 

One  of  its  main  subsidiaries,  Diversified 
Resources  Berhad  (DRB),  has  expanded  into 
property  development,  computerized  vehicle 
inspection  systems  and  intercity  bus  services. 

Master-Carriage  owns  Citroen,  Mitsubishi 
and  Isuzu  franchises  —  the  latter  two  for  com- 
mercial and  four-wheel  drive  vehicles.  One  of 
DRB's  subsidiaries,  Automotive  xManufacturers 
Sdn  Berhad  (AMM),  assembles  all  three  lines, 
along  with  Tata  heavy  vehicles,  Pinzgauer  all- 
terrain  vehicles,  Proton  variant  models,  Iveco 
and  Optare  buses. 

Another  subsidiary,  Gadek,  is  involved  in 
oil-palm  and  rubber  plantations,  and  in  1994  it 
acquired  Credit  Corporation  (M)  Bhd,  a  lead- 
ing licensed  finance  company.  Gadek  will  be 
developed  as  Master-Carriage's  financial  arm. 


Design:  David  November  &  Co.  Inc. 


In  affluent  neighborhoods  all  over  the  country 
residents  aren't  counting  on  the  so-called 
crime  bill.  Increasingly  people  are  buying 
their  own  police  protection. 

Rent-a-cops 


By  Nina  Munk 

Early  one  morning  in  May  1993 
Gail  Babnew,  her  husband  and  their 
two  young  children  awoke  to  sounds 
of  nearby  gunfire.  This  sort  of  thing 
just  didn't  happen  in  their  elegant 
neighborhood  in  the  Westwood  sec- 
tion of  Los  Angeles.  When  they  went 
to  investigate,  they  found  that  a  drive - 
by  gunman  had  put  a  9mm  bullet 
through  the  family's  Jeep  Cherokee. 

Two  days  later  an  elderly  man  on 
the  block  was  robbed  at  gunpoint  in 
his  house  by  someone  who  claimed  to 
be  a  delivery  boy. 

In  a  ten-week  period,  Babnew  dis- 
covered, there  had  been  ten  crimes 
committed  in  the  three  blocks  around 
her  home.  "I  honestly  believe  that 
someone  would  have  been  lolled  last 


summer  if  we  hadn't  done  some- 
thing," she  says. 

What  Babnew  did  was  organize  the 
neighbors.  Ringing  doorbells  and 
working  the  phone,  she  blanketed  the 
neighborhood  door-to-door  and  per- 
suaded neighbors  to  sign  up  Westec 
Security  Inc.,  a  private  armed  patrol 
service.  Since  September  1993  Wes- 
tec guards  have  been  driving  around 
die  neighborhood  24  hours  a  day, 
protecting  105  homes. 

The  cost  per  house  is  $85  a  month, 
which  comes  on  top  of  $29  a  month 
for  traditional  burglar  alarm  monitor- 
ing. To  Babnew  and  her  neighbors  it's 
worth  every  penny.  "It  feels  like  a 
vibrant  community  again,"  she  ex- 
plains. "The  kids  can  ride  their  bikes 


on  the  streets.  People  sit  on  their  steps 
in  the  evening."  Best  of  all,  there's 
been  just  one  crime,  a  carjacking,  in 
the  past  11  months. 

What's  happening  in  Westwood  is 
happening  in  other  affluent  big-city 
neighborhoods.  Unimpressed  by  the 
security  provided  by  strapped,  under- 
manned and  frequently  demoralized 
municipal  police  forces,  frustrated  cit- 
izens are  increasingly  turning  to  the 
private  sector  for  their  protection. 
Last  year  Chicago-based  Borg- 
Warner  Security  won  a  contract  to 
patrol  sections  of  Washington,  D.C.'s 
Georgetown  neighborhood  with  foot 
guards.  Culver  City,  Calif-based  $22 
million  (sales)  Protection  One  now 
patrols  parts  of  Las  Vegas.  In  Man- 


Around-the-clock 
patrol  in 

Encino  Hills,  Calif. 
These 

homeowners  pay 
for  protection 
the  police 
can't  provide. 
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-  /fenf  Simons, 

■J         Partner  of  Neuberger  &  Herman,  LP. 
Portfolio  Manager  of  Neuberger  &  Berman  Guardian  Fund. 


Take  Neuberger  &  Berman  Guardian  Fund,  for  example -the  foundation  of  our  own 

family  of  no-load  mutual  funds.  Since  its  inception  in  1950  as  our  first  fund,  it's  paid 
uninterrupted  quarterly  dividends  and  annual  capital  gain  distributions!*  As  a  stock  fund  that 
has  produced  consistent  growth  and  income  for  the  past  44  years,  Neuberger  &  Berman 
Guardian  Fund  can  serve  as  a  solid  foundation  for  a  diversified  portfolio.  After  all,  we 
invest  in  it  ourselves.  In  fact,  our  partners,  employees  and  their  families  have  invested 
over  $100  million  in  the  funds  we  manage.  And  it  can  be  quite  reassuring  to  know  that  your 
foundation  is  our  foundation  too.  Call  Neuberger  &  Berman  Management  Inc.  for  a  prospectus 
containing  more  complete  information  about  Neuberger  &  Berman  Guardian  Fund. 
Please  read  it  carefully  before  you  invest.  Call  1-800-877-9700,  ext.  3633  now. 

©  1994  Neuberger  &  Berman  Management  Inc.,  Distributor.  'Past  performance  is  no  guarantee  of  future  results. 


Neuberger  $  Berman 


GUARDIAN  FUND5 


If  we  don't  invest  in  it,  why  should  you 
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Private  cops 

hattan's  Carnegie  Hill  district,  resi- 
dents pay  private  guards  from  Pinker- 
ton  Security  &  Investigation  Sendees 
to  patrol  the  Upper  East  Side  area  for 
eight  hours  a  night. 

Counting  both  commercial  and 
residential  protection,  the  private 
protection  business  is  already  doing 
$52  billion  a  year  and  is  growing  at  8% 
a  year.  The  Department  of  Justice  says 
the  private  security  industry,  with 
some  1 .5  million  employees,  now  em- 
ploys at  least  2  lh  times  as  many  people 
as  public  law  enforcement. 

"It's  perverse,  but  [in  this  busi- 
ness], when  you  wake  up  in  the  morn- 
ing and  read  about  a  bad  crime  in  the 
papers,  that's  good  news,"  says  John 
Mack,  head  of  business  development 
for  Protection  One. 

Mack  reads  a  lot  of  "good  news" 
these  days  in  the  Los  Angeles  papers. 
Last  year  there  were  83,702  violent 
crimes  reported  in  Los  Angeles — 
that's  24  for  every  1 ,000  residents.  To 
cover  a  467.1 -square-mile  area,  the 
Los  Angeles  Police  Department  has 
7,774  policemen,  or  2.1  officers  for 
every  1,000  residents.  In  Chicago  the 
figure  is  4.4  officers  per  1,000. 

Since  the  politically  motivated 
prosecution  and  jailing  of  policemen 
in  the  Rodney  King  case,  these  offi- 
cers have  every  reason  to  be  less  than 
zealous  in  their  pursuit  of  lawbreak- 
ers— knowing  that  the  law  is  not  al- 
ways on  the  side  of  the  police.  Accord- 
ing to  the  LAPD's  own  figures,  it  now 
takes  an  average  of  50  to  55  minutes 
for  police  to  respond  to  a  burglar 
alarm.  By  then,  of  course,  any  sensible 
crook  is  safely  home  in  bed,  his  loot 
disposed  of. 

"It's  like  you're  in  a  war  with  no 
weapons,"  says  Dennis  Zine,  a  frus- 
trated Los  Angeles  police  sergeant 
and  police  union  official.  "Our  cars 
are  outdated — some  have  clocked 
over  100,000  miles;  we've  got  faulty 
equipment,  a  dated  communications 
system."  When  a  teenager  high  on 
drugs  began  attacking  passengers  on  a 
public  bus  in  Zine's  assigned  area,  it 
took  him  20  minutes  in  rush-hour 
traffic  to  get  to  the  scene,  15  miles 
away.  Despite  numerous  calls  for 
backup,  it  was  another  15  minutes 
before  a  second  officer  arrived  and  50 
minutes  before  the  transit  cops 
showed  up.  "It's  not  that  we're  lazy, 
there  aren't  enough  of  us  to  go 


Westec  Security's  dispatch  center  in  Santa  Monica 

It  can  take  city  cops  50  minutes  to  answer  an  alarm;  Westec  arrives  right  away. 


around,"  he  explains. 

Filling  that  gap  are  people  like  An- 
thony Parente,  27,  a  private  guard 
employed  by  Westec.  As  a  patrol  su- 
pervisor, Parente  earns  about 
$33,000  a  year,  including  benefits, 
close  to  half  what  an  lapd  officer  in  his 
position  might  earn.  But  he  can  do 
just  about  everything  a  city  cop  can 
do — including  making  arrests.  Cali- 
fornia's generous  citizen-arrest  laws 
apply  to  guards  and  provide  that  any- 
one can  make  an  arrest  if  he  has 
"reasonable  cause"  to  believe  a  felony 
has  been  committed,  even  if  he  didn't 
witness  the  crime. 

On  a  recent  August  evening  Pa- 
rente slowly  patrolled  the  Brentwood 
neighborhood  of  Los  Angeles  in  a 
brightly  painted  car  with  a  bar  of 
lights  across  the  roof.  Looking  smart 
in  a  pressed  gray  uniform  with  a  badge 
and  holstered  .357  magnum  revolver, 
Parente  waves  to  residents,  stops  to 
clear  the  mailbox  of  a  family  on  holi- 
day and  scans  for  anything  unusual. 

When  a  disturbance  is  reported 
over  his  radio,  he  makes  a  quick  U- 
turn  and  heads  down  an  alley  where  a 
slurring,  drunk  man  in  blue  jeans  and 


a  T  shirt  is  harassing  passersby.  A 
nightstick  in  his  hand,  Parente  sends 
the  man  on  his  way. 

In  the  month  of  July  Westec  re 
sponded  to  about  12,000  home 
alarms  and  calls  for  help  in  southern 
California.  Of  those,  104  turned  out 
to  be  actual  crimes  and,  in  all,  15 
people  were  apprehended  by  Weste 
security  guards  and  held  until  the} 
police  arrived. 

"Public  law  enforcement  spends  its 
time  responding  to  crime  that's  al 
ready  occurred,"  says  Larry  Save] 
general  manager  for  Los  Angeles' 
Bel-Air  Patrol.  "Our  job  is  to  prevent) 
that  crime." 

Needless  to  say  the  private  protec- 
tion companies  aren't  losing  any 
sleep  over  Clinton's  $30  billion 
crime  bill.  They  know — even  if  Con^ 
gress  doesn't — that  it's  just  another 
federal  boondoggle  and  will  do  al-j 
most  nothing  to  reduce  the  demand 
for  their  services.  "It'll  be  a  real 
challenge  for  that  bill  to  have  ami 
effect  on  crime,"  says  Protectionl 
One's  John  Mack.  "If  anything,  thej 
amount  of  publicity  it  generated 
could  help  our  business."  Wk 
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"WE  GO 
OUT  OF  OUR  WAY 
TO  MAKE  ALL  YOUR 
BUSINESS  STAYS 
UNMEMORABLE." 


Nothing's  more  memorable  than  a  bad  experience. 
That's  why  at  Marriott,  we  make  sure  your  stay  goes 
smoothly. With  services  like  Express  Check-In,  guaranteed 
on-time  breakfast  delivery  and  no  annoying  telephone  access  fees. 
So  you  can  think  about  your  business.  Not  ours. 
Call  your  travel  agent  or  1-800-228-9290. 

Harriott 

HOTELS-  RESORTS  SUITES 


WE  MAKE  IT  HAPPEN  FOR  YOU. 


©1994  Marriott  International,  Inc. 
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Paul  Frame  built  Seitel,  Inc.'s  sales  to  $50  million  in 
practically  no  time.  Is  he  pushing  the  company  too  hard? 


Shark  tank 


A 


By  Christopher  Palmeri 

When  Paul  Frame  was  named  presi- 
dent of  Houston's  Seitel,  Inc.  seven 
years  ago,  the  company  was  doing  less 
than  $7  million  a  year  in  sales;  its  stock 
traded  at  $  1  a  share .  Now  check  out 
Seitel.  Last  year  it  earned  nearly  $6 
million  (92  cents  a  share)  on  revenues 
of  $47  million.  On  the  New  York 


Stock  Exchange,  its  stock  was  recently 
$32  a  share,  valuing  the  company  at 
$260  million. 

How  do  you  septuple  revenues  and 
boost  your  stock  price  by  a  factor  of 
32?  Frame,  who  races  Ferraris  for 
relaxation,  drives  himself  and  his  sales 
staff"  to  the  limit,  if  not  beyond.  Every 


morning  at  7  o'clock  he  calls  his  16 
salespeople  into  a  conference  room 
for  a  90-minute  pep  talk  and  strategy 
session.  The  walls  of  the  room  list  the 
dollar  volume  of  deals  each  salesman 
is  working  on,  a  constant  reminder  of 
how  everybody  is  doing. 

When  a  competitor  called  Frame's 


Seitel  President 
Paul  Frame 
"Our  books  have 
been  examined 
by  the  IRS, 
the  SEC  and 
Arthur 

Andersen,"  he 
says.  "They  don't 
have  a  problem 
with  them." 
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We  Don't  Pump  Oil. 
We  Deliver  Energy. 


Willis  Corroon  doesn't  find  the  oil 
and  gas  that  keep  you  warm  or  cook  your  food  or  power  your 
automobile.   But  without  us,  petroleum 
companies  would  never  attempt  to  discover  another  drop. 
It's  too  risky.   Willis  Corroon  manages  marine-  and  energy-related  risk 
so  that  a  company  can  confidently  venture 
into  new  frontiers  and  new  technologies  to  discover  better,  cleaner, 
more  efficient  ways  to  supply  the  world's  energy. 
So  while  the  next  oil  tanker  you  see  won't  be  flying  our  flag 
and  the  next  gas  pump  you  use  won't  have  our  name  on  it, 
there's  an  excellent  chance  our  name  is  behind  the  energy  they  deliver. 


WILLIS  CORROON  ^ 

A.  world  leader  in  risk  management  and  insurance  broking. 


In  the  past  year, 
we've  seen  our 
storage  business 

grOW  30%,  our 
PC  business  grOW  100%,  and  our 

Alpha  AXP  sales  increase  164? 


Some  people  think  those  figures 
already  represent  a  comeback.  To  us, 
it's  just  a  beginning.  Digital  is  chang- 
ing from  a  company  famous  for  com- 
plicated decision-making,  to  one 
famous  for  decisiveness. 

At  our  new  Computer  Systems 
Division,  we  re  applying  the  lessons 
learned  in  our  PC  operation  to  our 
core  business.  The  result:  a  division 
with  its  own  manufacturing,  engi- 
neering, sales  and  marketing — one 
that  lets  us  pay  more  attention  to  your 
needs,  with  systems  unequaled  in 
their  openness  and  range  of  choice. 


THE  BEST  OF  CISC. 
THE  BEST  OF  RISC 

That  choice  begins  with  two  equally 
supported  platforms — Intel™  CISC 
for  very  high  volume  and  high  perfor- 
mance PC  clients  and  servers,  and  our 
64-bit  Alpha  AXP'M  RISC  for 
absolutely  blinding  performance  in 
workstations  and  servers.  And  we 
offer  the  only  products  you  can  con- 
vert from  CISC  to  RISC. 

Now  the  industry  is  finally  begin- 
ning work  on  64-bit  RISC,  and  we're 
happy  to  see  this  endorsement  of 
Alpha  AXP.  But  HP  and  Intel  say  it'll 
take  a  few  years.  We  have  64-bit 
RISC  now.  With  6,000  applications. 


OUR  SYSTEM:  MANY  SYSTEM 

Fact  is,  Digital  is  a  multiple  oper 
system  company  because  that's  wrj 
most  of  you  are.  In  DEC  OSF/lf 
we  have  the  most  standards-comp 
highest  quality  UNIX*  in  the  indj 
It  gives  you  outstanding  high  avail 
ity  features  through  clustering  and 
fastest  recoverability  of  any  UNI>sl 
the  market.  And  ours  is  the  only  q 
mercial  64-bit  UNIX  system,  whi 
experts  say  will  keep  us  the  price/ 
performance  leader  for  years. 

We  offer  OpenVMS™  because) 
millions  need  it,  as  it  provides  the) 
clustering  capabilities  on  the  marl 


^Digital  Equipment  Cor 


\'">A   I  >,on.il,  tin  UK  A  I  \  I.  logo  Dl  (  .  Alpha  AXP,  LinkWprks,  PATH  WORKS,  and  Open  VMS  are  trademarks  of  Digital  Equipment  Corporation.  UNIX  is  a  registered  trademark  of  L'SU 


jh-security,  high-throughput, 
:ss-critical  work.  We  plan  to 
rt  it,  invest  in  it,  keep  customers 
iperational  with  it,  and  intro- 
t  to  new  customers  as  well, 
lat's  more,  Digital  has  part- 
with  Microsoft*  to  bring  you 
indows"  operating  environ- 
Windows  NT™  Workstation 
;rver. 

these  system  options  give  you 
•ry  important  thing.  Choice 
it  compromise. 
R  SOFTWARE:  TRULY  OPEN 

penness  even  extends  to  software, 
xcellent  example  is  our  PATH- 
KS™  application,  which  lets 
>nnect  with  anybody  on  virtu- 
y  network  operating  system,  no 


matter  what  client  you're  on.  And  our 
LinkWorks™  software  lets  you  share 
and  edit  work  regardless  of  application, 
on  most  any  network  operating  system. 

OUR  STRATEGY: 
YOU  CALL  THE  SHOTS 

This  multiple  platform/multiple  oper- 
ating system  strategy  means  we  never 
have  to  force  a  migration  on  you.  You 
choose  what's  best  now  and  we  support 
it.  You  decide  when,  where,  or  if  you 
want  to  migrate  and  we  provide  what 
you  need.  Simple. 

THE  MOST  ADVANCED 
TECHNOLOGY 

Nothing  proves  this  better  than  our 

pioneering  64-bit  RISC  architecture. 

Where  else  in  this  industry  are  so  many 

competitors  so  far  behind  a  single  leader? 


But  don't  worry, 
we're  plannin; 
comeback. 


Right  now,  our  Alpha  AXP  clients 
and  servers  offer  the  highest  perfor- 
mance and  the  best  price/perfor- 
mance you  can  buy. 

THE  EASIEST 
TO  DO  BUSINESS  WITH 

One  thing  that  definitely  isn't  chang- 
ing is  our  world-class  service  and 
support.  To  be  even  more  responsive, 
we're  dramatically  expanding  our 
relationships  with  resellers,  VARs  and 
System  Integrators.  Of  course,  if  you 
need  a  direct  relationship,  we're  here, 
with  our  partners,  delivering  the 
products.  Our  goal  is  to  be  the  easi- 
est company  to  do  business  with. 
With  the  products  and  support  that 
will  keep  you  competitive  into  the 
21st  century. 
Just  like  us. 


USD 
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UP  &  COMERS 


aggressive  sales  environment  a  "shark 
tank,"  Frame  took  the  dig  as  a  com- 
pliment, and  presented  every  employ- 
ee with  a  shark-shaped  bottle  open- 
er— a  not-so-subtle  reminder  that 
salesmen  who  don't  meet  their  targets 
will  be  happier  working  for  less  de- 
manding bosses.  "It's  produce  or  per- 
ish in  here,11  declares  Frame,  proudly. 

Frame,  47,  has  to  be  tough  and 
resourceful.  Seitel  produces  and  sells 
seismic  data  to  oil  and  gas  exploration 
firms.  Seismic  data  production  and 
sales  is  a  $3-billion-a-year  industry 
dominated  by  Western  Atlas  Inc.  and 
Schlumberger  Ltd.,  either  of  which 
could  trample  Seitel  if  Frame  didn't 
push  his  salesmen  hard. 


dication  business,  Seitel  began  put- 
ting together  small  groups  of  oil  com- 
panies that  wanted  to  survey  a  particu- 
lar area.  The  company  then  hired  a 
contractor  to  do  the  seismic  shoots. 

This  cuts  the  cost  of  obtaining  the 
data;  SeitcTs  initial  customers  pay 
about  70%  of  the  cost  of  the  work,  and 
get  first- peek  at  what  is  found.  But 
Seitel  retains  the  ownership  rights  to 
the  data  and,  after  a  couple  of  months, 
begins  to  resell  it  to  other  oil  compa- 
nies. Once  Seitel  begins  to  resell  the 
data — syndication,  as  it  were — the 
company  recoups  the  30%  of  the  sur- 
vey cost  that  it  puts  up,  and  begins  to 
make  money. 

By  aggressively  putting  together 


Seitel  was  founded  in  1982  by  Her- 
bert Pearlman,  an  entrepreneur  who 
founded  television  show  producer 
Telepictures  Inc.,  now  part  of  Time 
Warner  Inc.  Pearlman  realized  that  a 
seismic  database,  like  a  library  of  TV 
shows,  could  have  a  long  life  and 
produce  a  recurring  revenue  stream. 
In  1984  he  hired  Frame,  then  a  37- 
year-old  metals  broker,  to  build  and 
market  the  database.  They  took  the 
company  public  six  months  later. 
Pearlman  is  still  SeitcTs  chairman  and 
owns  4%  of  its  8  million  shares. 

Unlike  most  of  their  competitors, 
Frame  and  Pearlman  decided  not  to 
tie  up  Seitel's  scarce  capital  in  owning 
costly  seismic  equipment,  or  shooting 
surveys  exclusively  for  one  customer. 
Taking  a  leaf  from  the  television  syn- 


Seitel's  oil  and  gas 
chief,  Horace  Calvert 
His  exploration 
record  so  far: 
25  attempts, 
only  3  dry  holes. 


shoots,  and  purchasing  data  libraries 
from  troubled  competitors,  Frame 
has  built  SeitcTs  seismic  database  into 
the  second-largest  publicly  available 
library  in  the  business,  after  Western 
Atlas.  More  than  300  different  energy 
companies,  from  industry  giants  to 
startups,  bought  Seitel's  data  last  year. 

Happy  ending?  Not  quite.  Short- 
sellers  on  Wall  Street  are  claiming  that 
management  is  trying  to  build  the 
company  too  high,  too  fast — they  get 
a  big  percentage  of  Seitel's  sales  and 
earnings,  the  short  crowd  notes,  and 
so  have  an  incentive  to  cut  corners. 

Seitel's  accounting  practices  do  ap- 
pear somewhat  aggressive.  Seitel  capi- 
talizes the  cost  of  its  seismic  shoots, 
and  then  amortizes  90%  of  the  cost 
over  5  years;  it  writes  off  the  remain- 


ing 10%  over  15  years.  Most  of  th«i 
company's  competitors  write  off  thei 
seismic  investments  in  two  years  or  so) 
Frame  says  Seitel's  longer  amortiza 
tion  period  is  appropriate  because  hi 
aggressive  sales  efforts  greatly  extent 
the  life  of  the  data. 

"Our  books  have  been  examinee 
by  the  IRS,  the  SEC  and  Arthur  Ander 
sen,"  says  Frame.  "They  don't  have  . 
problem  with  them." 

Last  year  Frame  and  his  chief  opcr 
ating  officer  Horace  Calvert  decided 
to  push  Seitel  into  actually  investing 
in  the  oil  and  gas  wells  its  customer: 
dig.  In  a  typical  deal  Seitel  will  con 
tribute  cash,  information  from  its  dai 
tabase  and  new  surveys,  in  exchange 
for  about  a  20%  interest  in  the  well) 
Forty-five  exploration  companies 
have  partnered  with  Seitel  so  far,  anc 
the  firm  has  struck  oil  or  gas  with  22  o 
the  first  25  wells  drilled,  well  abov< 
industry  averages.  Within  three  year 
Frame  expects  Seitel's  earnings  fronj 
oil  and  gas  to  surpass  those  fro® 
selling  seismic  data. 

But  investing  in  Seitel's  customers 
wells  has  raised  more  eyebrows.  Thd 
problem:  Seitel  may  find  itself  com 
peting  against  its  seismic  data  customi 
ers  for  oil  and  gas  prospects.  Indeed 
last  May  Amerada  Hess  sued  Seitel  foi 
stealing  trade  secrets.  According  tc 
the  suit,  Seitel  shot  seismic  data  oil 
Amerada  property,  without  permis 
sion,  presumably  to  help  Seitel  devel 
op  its  own  claim  nearby. 

"Just  a  misunderstanding,"  say: 
Frame  about  the  suit.  "It's  not  mate 
rial  to  our  business."  Still  the  Amer 
ada  case  helped  attract  so  many  short 
sellers  to  Seitel's  stock  that  in  lat^ 
August  Frame  put  out  a  press  release 
attacking  short-sellers  and  asking  Sei- 
tel shareholders  to  call  their  broken 
and  request  that  their  Seitel  shares  not 
be  lent  out  for  the  purposes  of  short- 
selling.  So  far  the  tactic  seems  to  be 
working:  In  the  last  few  weeks  Seitel'! 
stock  has  dropped  to  $32  from  it! 
alltime  high  of  $37  a  share,  not  thai 
much  for  a  stock  that  has  quadrupled 
during  the  past  year,. 

Frame  vows  to  build  Seitel  into  a  $11 
billion  company,  skeptics  be  damned 
"Life  is  a  bell  curve,"  he  says.  "At  an| 
given  time  1 0%  of  the  people  will  lovd 
you,  10%  will  hate  you  and  the  othei 
80%  can't  figure  out  whether  they 
love  vou  or  hate  vou."  ■ 
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as  giving  up  a  chunk  of  the  equity. 

Big  Foote  is  a  company  financed  on  plastic. 

Remembering 
great-grandpa 


By  Fleming  Meeks 

Back  in  1891  a  farmer  named  Walter 
Lipe  started  a  business  shipping 
smoked  meats  down  New  York 
State's  Mohawk  River  to  Albany.  Lipe 
was  so  enthusiastic  about  his  young 
company  that  he  named  his  daughters 
Virginia  Ham  and  Roseanne  Bacon. 

The  business  was  successful,  and 
Lipe  (rhymes  with  type)  decided  to 
expand  into  making  peanut  butter — 
and  then  made  a  fatal  mistake.  To 
raise  capital  for  the  peanut  butter 
business,  he  brought  in  outside  inves- 
tors, and  they  wrested  control  from 
him.  Crushed,  Lipe  killed  himself.  His 
venture  went  on  to  become  the  na- 
tionally famous  Beech-Nut  Packing 
Co.  in  Canajoharie,  N.Y.,  now  owned 
by  Ralston  Purina. 

Eight  decades  later  that  experience 
remained  alive  for  Lipe's  great- 
grandsons,  Ray  and  Sherman  Foote, 
descendants  of  his  daughter  Rose- 
anne. Offspring  of  a  bond  trader  and 
a  math  teacher,  the  brothers  grew  up 
in  Greenwich,  Conn,  and  began 
playing  in  rock  bands  in  their  early 
teens.  From  their  childhood  they  had 
hoped  to  work  together,  but  the 
pursuit  of  musical  careers  took  them 
on  separate  paths. 

Late  last  year  they  were  ready  to  set 
up  their  own  company  to  produce 
music  for  TV  commercials.  But — no 
partners.  Although  they  had  offers  of 
money,  they  declined  to  accept  them. 
"■What  we  learned  from  Walter  Lipe," 
says  Sherman,  32,  "is  that  in  the 
beginning,  when  you  seem  to  be  do- 
ing something  people  think  is  hot, 
they  try  to  buy  in  at  a  low  price." 

How  then  to  get  their  company  off 
the  ground?  "The  banks  wouldn't 
look  at  us,"  says  Ray,  34.  So  to  aug- 


ment their  $40,000  in  savings,  the 
brothers,  then  working  for  Elias  Asso- 
ciates, a  big  commercial  music  house, 
applied  for  as  many  credit  cards  as 
they  could.  By  March  they  had  15 
cards  and  a  total  of  $100,000  in  cred- 


it. Cheap  money  it  was  not,  but  at 
least  it  involved  no  risk  of  losing 
control. 

Setting  up  an  office  and  studio  in 
Sherman's  cramped  Manhattan 
apartment,  they  charged  $30,000 
worth  of  electronics  equipment — 
computers,  synthesizers,  mixers  and 
digital  tape  recorders.  Now  they 
could  synthesize  everything  from  a 
rock  band  to  a  symphony  orchestra. 

Michael  Patti,  executive  creative  di- 
rector on  the  Pepsi  account  at  bboo, 
gave  Big  Foote  Communications  Ltd. 
its  first  job.  bbdo  wanted  a  humorous 
commercial  for  Pepsi  featuring  bas- 
ketball star  Shaquille  O'Neal.  "It  was 
a  tough  spot,"  says  Patti,  who  hired 
the  Footes  on  the  recommendation  of 
a  producer.  "It  needed  something 
different."  The  Foote  brothers  deliv- 
ered a  45-piece  orchestra  performing 
a  goofy  series  of  martial  melodies.  "It 
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as  very,  very  catchy,"  says  Patti,  who 
as  since  used  Big  Foote  on  seven 
lore  commercials. 

In  their  first  six  months  in  business, 
The  Feet,"  as  the  brothers  are 
nown  to  their  clients,  have  grossed 
300,000,  with  fees  ranging  between 
17,000  and  $25,000  per  commer- 
al,  depending  on  the  number  of 
nisicians  used.  From  that  they've 
merated  enough  cash  to  move  into 
tacious  Manhattan  offices,  build  a 
nail  recording  studio  and  pay  off 
leir  credit  card  balances. 

The  Foote  brothers  have  an  odd 
ickground  for  business  people.  In 
?80,  after  two  years  at  Bennington 
ollege,  Ray  dropped  out  to  go  on 
le  road  as  a  guitarist  with  a  rock 
md.  Working  the  southern  rock 
ub  circuit,  his  five-piece  band  played 
l  average  of  22  nights  a  month,  12 
onths  a  year.  In  a  good  year  they 


took  in  $120,000.  Out  of  that  came 
food,  lodging,  travel  and  salaries  for 
the  four-man  road  crew.  "I  made  $10 
a  day,"  grouses  Kay,  who  doubled  as 
the  band's  manager. 

Hopes  of  hitting  the  big  time  slow- 
ly faded,  and  in  1985  the  band  broke 
up.  Five  wasted  years?  Not  really. 
"Being  on  the  road  with  a  band  is  a 
good  training  ground  for  managing 
people,"  says  Ray,  a  voracious  reader 
of  books  on  business  and  finance  who 
peppers  his  conversations  with  refer- 
ences to  the  Harvard  Business  Review 
and  management  sage  Edward  Dem- 
ing.  "Night  after  night,  you  learn  to 
deal  with  very  different  kinds  of  peo- 
ple in  very  heated  situations.  And  you 
learn  to  get  things  done  when  you 
have  no  choice." 

Brother  Sherman  toured  as  a  singer 
with  a  production  of  The  Fantasticks'm 
high  school  and  earned  a  degree  in 


music  composition  from  Bennington 
in  1985.  An  accomplished  pianist  and 
guitarist,  he  found  work  creating 
sound  effects  at  Elias  Associates.  After 
leaving  to  work  as  a  studio  musician 
behind  rap  artists  and  bands  like 
Duran  Duran,  he  returned  to  Elias  as  a 
composer  of  music  for  commercials  in 
early  1990.  A  few  months  earlier  Ray 
had  hired  on  at  Elias  as  a  producer. 

They  had  found  their  calling  but 
still  wanted  to  run  their  own  show. 
"We  wanted  to  be  able  to  pick  and 
choose  our  clients,"  says  Sherman. 
"Because  if  we're  not  having  fun  mak- 
ing music,  we're  missing  it."  Piping 
in,  Ray  says,  "In  our  vision  statement, 
one  of  the  main  items  is  to  have  fun." 
Needless  to  say,  it  wouldn't  have  been 
as  much  fun  if  they'd  had  equity 
investors  looking  over  their  shoul- 
ders. Thanks,  thanks,  much  thanks, 
great-grandpa  Walter  Lipe.  MB 
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Harveys  Casino  Resorts  founder  Harvey  Gross  had  a 
few  simple  rules:  no  debt,  and  never  expand  beyond 
Lake  Tahoe.  His  successors  had  different  ideas. 

Moving  on  Vegas 


By  Lisa  Gubernick 


Harveys  Chief  Executive  Thomas  Yturbide 
Breaking  the  founder's  rules. 


Harvey  Gross  used  to  run  a  success 
fill  hotel  and  casino,  Harvey's,  ol 
Lake  Tahoe,  on  the  Nevada/Califoi] 
nia  state  line.  When  people  asked  wh| 
he  never  expanded  beyond  the  lake 
he  always  gave  them  the  same  answei 
"I  have  a  nice  little  business,"  he  said 
"■How  many  steaks  can  I  eat?" 

When  Gross  died  11  years  ago, 
age  79,  his  operation  was  indeed 
nice  little  business.  It  earned  $4. 
million  in  1983,  on  revenues  of  $7< 
million.  It  had  virtually  no  debt- 
Harvey  Gross  liked  to  be  a  banker,  no 
borrow  from  one. 

Control  eventually  passed  to  Wil 
liam  Ledbetter,  the  company's  chid 
executive  and  Gross'  son-in-law. 
Compared  with  his  father-in-law 
Ledbetter  possessed  a  voracious  appe 
tite.  He  quickly  decided  to  double  th 
size  of  Harvey's  Tahoe  casino  anJ 
triple  the  number  of  rooms.  The  bud 
get  was  $70  million,  all  borrowed 
Three  years  later  the  money  was  gone 
the  project  only  70%  complete. 

To  save  the  company,  Ledbette 
called  Thomas  Yturbide,  an  experi 
enced  casino  hand  who  had  spen 
nearly  three  decades  with  Harrah's  ii 
Reno,  Lake  Tahoe  and  Laughlin 
Nev.  Yturbide,  now  58,  jumped  a 
Ledbetter's  offer  to  move  back  ti 
Lake  Tahoe  and  run  the  company 
After  cutting  1 0%  of  the  staff,  reevalu 
ating  the  construction  plans  and  refi 
nancing  the  construction  loan,  Yturi 
bide  finished  the  project  for  an  addi 
tional  $30  million. 

Then  came  the  matter  of  fillin 
those  new  rooms.  Harvey  Gross'  mar 
keting  philosophy  had  been  simple 
Let  nearby  Harrah's  lure  people  t» 
Lake  Tahoe,  and  then  lure  peopl 
from  Harrah's  with  $2.99  steaks  am 
cheap  drinks.  "It  was  basically  a  para 
sitic  marketing  program,"  says  Jame 
Rafferty,  Harveys'  marketing  chiel 
"We  only  got  people  once  they  werj 
already  at  Harrah's." 

Yturbide  decided  to  take  matter 
into  his  own  hands.  In  1988  he  ap 
proved  a  $10  million  marketing  bud 
get,  five  times  more  than  Harveys  ha« 
been  spending.  He  used  the  money  t« 
plaster  Day-Glo  "The  Party's  at  Har 
vey's"  billboards  along  Highway  50 
the  main  artery  from  Sacramento  ti 
Lake  Tahoe.  For  the  first  time  in  th 
company's  history,  Harveys  bough 
radio  and  television  spots.  The  medi 
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Harveys  Casino  Resorts 

spending  paid  off.  Harveys'  market 
share  there  climbed  from  21%  in  1987 
to  28%  today,  second  highest  among 
Tahoe's  hotels. 

Once  the  hotel  was  back  on  track, 
Yturbide  broke  Harvey  Gross'  most 
basic  rule.  He  started  looking  beyond 
Tahoe.  In  1988  he  began  traveling  to 
Council  Bluffs,  Iowa,  where  the  San- 
tee  Sioux  Indians  were  contemplating 
setting  up  a  casino.  "We  jumped 
through  hoops  with  the  local  govern- 
ment and  the  tribes,"  says  Yturbide. 
But  Harveys  never  did  get  permission 
to  partner  with  the  Sioux;  Yturbide 
abandoned  the  project  in  1992. 

Next  he  tried  to  acquire  the  bank- 
rupt Bally's  hotel  in  Reno  for  $81 
million,  but  was  outbid  by  Hilton — 
luckily,  it  turns  out.  The  Reno  market 
has  been  flagging  the  last  few  years. 

About  the  time  Yturbide  posted 
Harveys'  losing  bid  for  the  Reno  Bal- 
ly's, Peter  Morton,  founder  of  the 
Hard  Rock  Cafes  (see  box),  was  walk- 
ing away  from  a  joint  venture  to 
launch  a  Hard  Rock  hotel  and  casino 
with  Harrah's.  Harveys  and  Hard 
Rock  shared  an  investment  banker, 


Donaldson,  Lufkin  &  Jenrette;  an 
introduction  was  made. 

Morton  agreed  to  provide  a  IVi- 
acre  parcel  he  had  in  Las  Vegas,  along 
with  another  8V2  acres  he  purchased 
together  with  Harveys.  Yturbide 
guaranteed  $66  million  of  the  $88 
million  needed  to  finance  the  project, 
splitting  a  $24  million  capital  contri- 
bution with  Morton.  Morton  gets 
60%  of  the  equity,  Harveys  40%.  The 
340-room  hotel  is  scheduled  to  open 
next  March. 

As  he  was  putting  the  final  touches 
on  the  Hard  Rock  partnership,  Ytur- 
bide signed  another  deal:  to  build,  in 
partnership  with  a  Beverly  Hills  in- 
vestment firm  named  Dabney/Res- 
nick,  a  1 18-room  hotel  and  casino  in 
Central  City,  Colo.,  just  35  miles  west 
of  Denver.  Harveys  has  put  up  $9.4 
million  and  guaranteed  another  $28 
million  of  debt  and  guaranteed  $7.5 
million  worth  of  gambling  equip- 
ment. Harveys  will  own  70%  of  the 
project,  which  is  scheduled  to  open  in 
December. 

The  expansion,  as  well  as  tough 
competition  in  the  Lake  Tahoe  mar- 


ket, have  taken  a  toll  on  Harvey: 
earnings.  On  revenues  of  $132  mi 
lion  in  the  fiscal  year  that  ended  la; 
November,  Harveys  earned  just  $4. 
million,  67  cents  a  share.  This  w; 
down  from  $1.04  a  share  the  ye 
before. 

Financed  entirely  with  debt,  t. 
expansion  into  Vegas  and  Coloradj 
would  have  strained  Harveys  Casinj 
Resorts'  balance  sheet.  So  with  Wa 
Street  panting  for  gambling  stock 
Yturbide  last  February  took  Harvey 
public.  Selling  2.25  million  shares  fq 
the  company  (and  another  1 .2  millio 
for  the  heirs  of  Harvey  Gross)  at  $1 
apiece,  Yturbide  raised  $48  million  i 
newr  equity.  The  public  offering  dilut 
ed  the  Gross  heirs'  position  down  t| 
61%,  a  stake  currently  worth  arouni 
$82  million.  (Son-in-law  Williar 
Ledbetter  currently  is  vice  chairma 
of  the  board.) 

What  would  Harvey  Gross  thiru 
about  a  Harvey's  in  Vegas,  another  a 
the  way  out  in  Colorado?  "That 
something  he  would  never  hav 
done,"  replies  Yturbide,  "but  I'd  lik 
to  think  he'd  be  pleased." 


Roulette  with 
Jimi  Hendrix 

All  15  of  Peter  Morton's 
Hard  Rock  Cafes  are  suc- 
cessful, but  none  is  more 
successful  than  his  Las  Ve- 
gas restaurant.  Opened  in 
1989,  it  pulls  in  more  than 
$22  million  a  year  and 
earns  an  estimated  $4.6 
million. 

Seeing  the  big  theme 
casinos  spring  up  around 
him  in  Vegas,  Morton 
started  buying  up  acreage 
adjacent  to  his  cafe  in 
1989  and  began  looking 
for  an  experienced  casino 
operator  as  a  partner. 

Morton  talked  to  Har- 
rah's for  nearly  a  year,  but 
never  was  able  to  make  a 
deal.  A  year  and  a  half  after 
he  started  talking  to  Har- 
veys Casino  Resorts'  chief 
executive,  Thomas  Ytur- 


bide (see  story),  they  broke 
ground  for  a  new  casino 
and  hotel. 

Opening  in  March 
1995,  the  Hard  Rock  Ho- 
tel will  have  only  340 
rooms,  tiny  by  Vegas  stan- 
dards. It  will  also  have 
windows  that  open  and 
speedy  room  service,  two 


rare  qualities  in  Las  Vegas 
hotels.  "I  don't  believe 
chasing  people  out  of  their 
rooms  will  make  them 
gamble  any  more,"  says 
Morton,  whose  first  rock- 
themed  cafe  opened  in 
London  in  1971 . 

When  the  Hard  Rock- 
ers do  gamble,  they'll  find 


The  Hard  Rock  Cafe's  Peter  Morton 
Can  rock  'n'  roll  work  in  Las  Vegas? 


slot  machines  whose  arms 
are  guitar  necks  and  rou- 
lette tables  shaped  like  pi- 
anos. The  $25  chips  will  b 
purple,  emblazoned  with 
Jimi  Hendrix's  profile  and 
the  title  of  one  of  his  big- 
gest hits:  "Purple  Haze." 

Morton  is  a  canny  re- 
tailer as  well  as  a  successfu 
seller  of  hamburgers. 
Hard  Rock  Cafe  T  shirts, 
sweatshirts,  leather  jack- 
ets and  other  assorted 
memorabilia,  in  fact, 
make  up  over  40%  of  the 
Hard  Rock  chain's  $125 
million  annual  revenues. 

Will  a  rock  'n'  roll 
theme  work  in  Vegas?  Al- 
ready there  is  competi- 
tion— a  sure  sign  Morton  i 
on  to  something.  Caesars 
World  just  announced  a 
partnership  with  Planet 
Hollywood,  a  themed  res 
taurant  that  was  started 
by  a  former  Hard  Rock 
executive.  -L.G.  ■ 
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"The  Most  Reliable  Copier  Ever 
To  Play  The  Game  Just  Got  Better." 

Rick  Pitino,  Championship  Coach 


WINNING 

GAME  PLAN 


Whether  you're  crashing  the  boards  or  chairman  of  the  board,  you  need  a  big  producer 
you  can  rely  on.  In  business,  that's  a  Sharp  Master  Series  high-volume  copier/duplicator. 
The  SD-3075  is  the  most  reliable  high-volume  copier  ever  tested  by  Buyers  Lab.  And  at  75 

copies  per  minute,  it  was  the  first  copier  tested  that  produced  over  a  million 
copies  without  any  unscheduled  service. 

From  this  winning  tradition  comes  the  new  SD-3062.  It  produces  62 
copies  per  minute  and  finishes  multiple  sets  of  documents  at  the  touch  of  a 
button.  All  of  which  saves  time  and  ultimately,  money. 

To  see  how  the  right  Sharp  copier  can  be  a  big  time  player  for  you, 
call  for  a  free  copy  of  Sharp's  new  Winning  Game  Plan  Video. 
free  video  Or  fax  1-800-3-SHARP-3. 

YOU  NEED  A  WINNING  GAME  PLAN. 
CALL  1-800-BE-SHARP 


FROM  SHARP  MINDS 
COMF:  SHARP  PRODUCTS" 


REGISTERS  •  CALCULATORS  «  WARD*  ORGANIZERS 


rn 


EDITED  BY  JOSHUA  LEVINE 


Look,  up  in  the  sky— it's  a  UFO,  it's  a  flying 
whale,  it's— a  cheap  way  to  advertise. 

Lighter  than  air 


A  WEIRD  TRAFFIC  PATTERN  developed 

in  the  skies  over  Pittsburgh  in  July. 
Call  it  blimplock.  There  above  Three 
Rivers  Stadium  three  blimps  sporting 
the  logos  of  Budweiser,  Metropolitan 
Life  Insurance  and  Goodyear  Tire  & 
Rubber  lumbered  through  a  stately 
dance  of  the  dirigibles  while  the  base- 
ball All -Star  game  was  played  below. 

As  Madison  Avenue  stumbles  into 
its  high-tech,  interactive  future,  one 
of  advertising's  oldest  media  is  enjoy- 
ing a  revival  of  sorts.  It  has  been  70 
years  since  Goodyear  Tire  &  Rubber 
Co.  Chairman  Paul  W.  Litchfield  first 
converted  his  hobby  into  a  marketing 
tool.  Now,  it  seems,  everyone  is  get- 
ting into  the  act. 


Anheuser-Busch's  Sea  World  float- 
ed its  first  blimp  in  1990,  Budweiser 
launched  in  1992  and  Gulf  Oil  started 
in  1993.  Metropolitan  Life  Insurance 
Co.  added  its  second  blimp  last  Feb- 
ruary. Even  Goodyear  has  revitalized 
a  program  that  it  admits  had  gotten 
sluggish  over  the  years.  When  Stanley 
Gault  took  over  as  chairman  three 
years  ago,  one  of  his  first  commands 
was  to  repaint  Goodyear's  three  gun- 
metal-gray  blimps  blue  and  gold  and 
affix  the  slogan  "Number  One  in 
Tires"  to  the  envelope. 

"We're  doing  a  lot  more  marketing 
with  them  now  than  we  ever  did," 


says  Mickey  Wittman,  who  runs  th 
Goodyear  blimp  program.  Goodyea 
is  thinking  of  building  a  fourth  blim 
for  use  in  Europe  or  Asia. 

There  are  now  10  blimps  waftin 
around  the  country;  1994  is  by  far  th 
heaviest  year  for  blimp  ad  traffic  evd 
in  the  U.S.  You  can  expect  morj 
James  Thiele  founded  America 
Blimp  Corp.  in  1987  and  is  no] 
building  3  blimps  a  year.  Says  Thielt 
"I  think  we'll  have  20  in  a  few  years. 

"People  can't  resist  them,"  sa\ 
George  Spyrou,  chairman  of  Airshi 
Management  Services,  ams  runs  th 
Fuji  blimp  here  and  a  Japan  Air  Lint 
blimp  overseas.  "It's  this  great,  hug 
whale  in  the  sky." 

A  floating  whale,  by  the  way,  tha 
tends  to  get  more  than  its  share  of  T 
exposure.  In  1992  Anheuser-Busc 
commissioned  a  study  to  measure  th 
impact  of  its  Sea  World  blimp — 
looks  quite  literally  like  Sea  World 


§  Blimp  advertising 
I  is  having  a  revival 
I  of  sorts 
"People  can't 
resist  them. 
It's  this  great, 
huge  whale 
in  the  sky." 
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There's  more  to 
Treasury  than 


cashflow. 


Today's  treasury  operation  is  concerned  with  a  lot 
more  than  managing  cash.  At  Digital,  treasurer 
Ilene  Jacobs'  team  uses  cutting  edge  tools  and  sea- 
soned judgment  to  arrange  financing,  hedge  foreign 
exchange,  invest  pension  assets,  buy  insurance,  and 
address  risk. 

Digital's  treasury  managers  keep  themselves  on 
the  cutting  edge  by  attending  seminars  at  Harvard  and 
by  sharing  experiences  with  other  members  of  the 
National  Association  of  Corporate  Treasurers.  And  they 
read  the  only  publication  that  covers  all  aspects  of  their 
job:  T reasury  &  Risk  Management. 


With  unparalleled  access  to  treasurers  in  major  U.S. 
corporations,  Treasury  &  Risk  Management  fills  issue 
after  issue  with  real-world  examples  of  how  innovative 
treasury  managers  deal  with  some  of  the  thorniest 
dilemmas  of  the  day.  That's  why  the  Wall  Street  Journal 
recently  quoted  the  magazine  in  its  front-page  story  on 
the  use  of  derivative  instruments. 

For  more  information  on  how  to  place  your  advertising 
message  in  the  leading  publication  for  treasury  managers, 
callLissa  Short  at  (212)  541-0514 
or  Jim  Mack  at  (312)  704-0012. 


The  Smarter  Option 


MARKETING 


The  greed  of  Barney's  creators  is  hastening 
the  unlovable  dinosaur's  extinction. 

Milking 
a  dinosaur 


whale  Shamu.  The  study  found  that 
the  Shamu  blimp's  time  on  television 
would  have  cost  Anheuser-Busch  $10 
million  to  buy  as  advertising.  A  blimp 
floating  over  a  televised  sporting 
event  will  get  a  lot  of  TV  time.  And 
when  it  cruises  over  small  towns  in  the 
hinterland,  newspaper  stories — not  to 
mention  numerous  reports  of  UFO 
sightings — are  sure  to  follow. 

Occasionally,  you  get  a  different 
kind  of  newspaper  story — like  the  one 
last  month  when  Gulfs  blimp  inexpli- 
cably lost  pressure  and  sagged  harm- 
lessly into  a  house  in  South  Farming- 
dale,  N.Y.,  on  Long  Island.  But  this 
happens  rarely,  and  the  use  of  non- 
flammable helium  eliminates  the  risk 
of  a  Hindenburg-type  inferno. 

Blimps  are  cost-efficient.  The  huge 
Skyship  600  blimp  costs  about 
$350,000  a  month  to  lease — about  a 
third  as  much  as  the  value  of  its 
advertising  exposure.  "We  think  it's 
more  efficient  than  regular  media," 
says  Goodyear's  Wittman.  The  gon- 
dola can  hold  up  to  13  passengers, 
making  the  blimp  a  perfect  vehicle  for 
motivating  and  rewarding  salespeo- 
ple, suppliers  and  customers. 

But  it's  no  easy  task  maintaining  a 
blimp.  The  200-foot-long  Skyship 
600  requires  a  crew  of  22  to  manage. 
Hotel  costs  for  the  crew  alone  run 
more  than  $40,000  a  month.  Blimps 
are  cumbersome  to  paint  and  main- 
tain, so  sponsors  must  lease  them  out 
year-round.  Goodyear's  annual  blimp 
budget  comes  to  around  $11  million. 

Technology  to  the  rescue.  Ameri- 
can Blimp  Co.'s  James  Thiele  invent- 
ed the  Lightship  A- 60  blimp  and  got 
Federal  Aviation  Administration  per- 
mission to  build  and  fly  it  in  1990. 
The  Lightship  is  smaller  than  the 
Skyship — it  runs  128  feet  in  length — 
and  cheaper  to  run  at  about  $175,000 
a  month.  Its  giant  banner  can  be 
changed  in  a  day  and  is  illuminated  by 
inside  bulbs  that  shine  through  the 
translucent  skin.  Contracts  can  run  as 
short  as  three  months.  Blockbuster, 
the  Family  Channel  and  Met  Life  all 
use  them.  This  month  American 
Blimp  will  inflate  its  eighth  Lightship, 
in  Beijing— the  first  airship 
in  China. 

To  which  Goodyear's  Mickey  Witt- 
man  shrugs:  "I  would  prefer  that  we 
were  the  only  game  in  town.  We'll  just 
have  to  work  harder."        -J.L.  9H 


By  Robert  La  Franco 

Rob  Curran  is  not  happy  about 
what's  happening  to  Barney,  the  in- 
sipid purple  tyrannosaurus  that  has 
become  so  annoying  to  so  many  par- 
ents of  young  children.  Curran, 
founder  of  the  "I  Hate  Barney  Secret 
Society,"  has  sold  6,000  copies  of  his 
anti- Barney  newsletter,  filled  with 
Barney  hate  mail,  to  parents  fed  up 
with  the  irksome  TV  icon.  On  the  basis 
of  the  response,  he  figures 
he  can  sell  5,000  subscrip- 
tions at  $20  each. 

The  problem  is,  Curran 
may  not  have  Barney  to 
kick  around  much  longer. 
The  last  line  of  his  Barney 
theme  parody — "A  shot 
rings  out  and  Barney  hits 
the  floor,  no  more  purple 
dinosaur" — is  starting  to 
come  true. 

After  an  extraordinary 
three -year  run,  Barney  li- 
censees are  struggling. 
"Barney  was  a  flash  in  the 
pan  that  was  overmarketed 
and  overpromoted,  with- 
out much  thought  behind  it,"  says 
Gary  Jacobson,  an  industry  analyst  at 
Kidder,  Peabody.  "He's  going  to  lev- 
el off  at  a  very  slow  rate  of  sale." 

Fad  toys  come  and  go  like  blips  on  a 
radar  screen,  rising  fast  and  falling 
faster.  Remember  Teenage  Mutant 
Ninja  Turtles?  Their  licensed  mer- 
chandise sales  peaked  at  $1  billion  in 
1990  and  dropped  to  $100  million 
last  year.  Noting  the  precedent,  Bar- 
ney's creators,  Sheryl  Leach  and  her 
father-in-law,  Richard  Leach,  appar- 
ently decided  to  get  theirs  while  the 
getting  was  good.  They  handed  out 
42  licenses  to  produce  about  100 
products  with  Barney's  image.  Over- 
exposure can  be  fatal  to  dinosaurs. 

Barney's     Public  Broadcasting 


Corp.  TV  show  is  still  a  hit,  his  secor 
album  just  came  out,  he  has  a  rad 
show  syndicated  in  65  markets,  ar 
he  recently  signed  a  movie  deal  wi 
Geffen  Pictures  and  Warner  Bros.  B 
elsewhere  the  fad  is  tailing  off. 

Hasbro  revenues  from  Barney  to 
will  fall  to  $25  million  this  year,  fro; 
$125  million  last  year.  Hasbro  saw  i 
stock  drop  from  a  high  of  40  at  Ba 
ney's  peak  last  year  to  2 
Happiness  Express,  a  maj< 
Barney  licensee,  whic 
makes  battery-powere 
Barney  toothbrushes  ar 
Barney  night-lights,  est 
mates  that  Barney  will  re] 
resent  just  5%  of  its  $4 
million  in  sales  this  yea 
compared  with  55%  laj 
year.  Bibb  Co.  recently  caj 
celed  its  license  to  mai 
Barney  towels. 

Musicland,  a  1 ,300-stoi 
chain  based  in  Minnetonk 
Minn.,  has  stopped  orde 
ing  Barney  product 
Weep  not  for  the  purp 
theropod.  Last  year  retailers  peddle 
about  $500  million  worth  of  Barnc 
licensed  merchandise,  bringing  in  $8 
million  in  royalties  and  gross  ean) 
ings — enough  to  make  Barney  numb 
three  in  Forbes'  ranking  of  the  higl 
est-earning  entertainers  (Sept.  26). 

Still,  it  looks  like  Leach  will  fall  we 
short  of  her  goal  to  make  Barney 
licensing  staple  with  the  lunchbox  se 
Leach  has  issued  a  moratorium  on  an 
new  licenses.  She  has  also  introduce 
two  new  characters  to  be  markete 
alongside  Barney —  Baby  Bop,  an  orj 
noxious  green  triceratops,  and  hi 
goofy  brother  bj.  Call  these  line  c> 
tensions  on  a  basic  theme,  but  don 
count  on  them  to  revive  Barney 
fading  fortunes.  ■ 
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In  the  midst  of  fierce  competition  when 
the  pace  quickens  and  the  game  gets 
tough,  you  need  to  be  well  equipped 
and  fully  protected. 

It's  the  same  when  you're  managing 
assets  or  liabilities  -  you're  looking  to 
minimise  risk  and  maximise  performance. 
That's  where  Credit  Suisse  Financial 
Products  can  help. 

As  an  authorised  bank  in  the  UK, 
we  specialise  in  developing  tailor-made 
derivative  packages  for  clients  all  over  the 
world.  We  work  closely  together  to  make 
sure  that  our  strategies  are  well  adapted 
and  well  understood.  And  because  it's  all 
we  do,  we  do  it  better. 

Rated  AAA  by  S&P,  we  can  help  you 
manage  your  financial  affairs  even  more 
successfully,  by  devising  creative  but 
responsible  ways  of  reducing  risk  or 
exploiting  opportunities. 

So,  if  you  want  to  be  secure  and  well 
protected,  with  the  support  of  a  world-class 
team,  call  us  on  any  of  the  numbers  below. 

Credit  Suisse 
Financial  Products 

USE  YOUR  IMAGINATION.  PROFIT  FROM  OURS. 


■««a.„m,..^«.M.-E«E.8,M,.B5W.gMB8 


It's  nice  to  know  the 
youngest  in  the  sky. 
the  mechanics  train 
doctors.  It's  nice  to  se 
such  good  care  of  its 
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©  Lufthansa 


It's  even  nicer  to  see 


For  reservations  and  information  call  1  -800-645-3880  or  see  your  travel  agent.  Accrue  or  redeem  miles  in  either  Lufthan 


it  is  one  of  the 
nice  to  know 
ler  than  some 


h  goo 


/lileage  Plus®  when  you  fly  on  Lufthansa  flights  or  flights  operated  by  our  global  partner,  United  Airline 


The  day  is  fast  coming  when  Internet  servers  and  the  telephone 
system  will  replace  the  U.S.  mail  for  the  delivery  of  everything 
from  mail-order  catalogs  to  obscure  scholarly  documents. 

Dial-a-catalog 


By  David  C.  Churbuck 


If  you  think  having  an  Internet  E- 
mail  address  on  your  business  card  is 
cool,  then  you  aren't  cool.  Get  your- 
self a  home  page. 

A  home  page  is  the  point  of  entry  to 
a  database  server  attached  to  the  In- 
ternet's World  Wide  Web.  The  Web  is 
a  large,  rapidly  expanding,  somewhat 
anarchic  collection  of  smart  electronic 
documents,  ranging  from  color  pic- 
tures of  astronomical  phenomena  to 
mail-order  catalogs  for  telephone 
equipment.  The  servers  that  dish  out 
these  documents  are  a  mix  of  academ- 
ic and  corporate  computers,  with  a 
sprinkling  of  home  PCs  spewing  out 
underground  poetry  and  cartoon 
journals. 

Once  you  get  connected  to  one  of 
these  servers,  a  menu  of  browsing 
choices  called  a  home  page  pops  onto 
your  computer.  Think,  of  a  home  page 
as  an  800  number,  answered  not  by  a 
telephone  sales  representative  but  by 
a  multimedia-equipped  computer. 

As  of  mid-September  there  were 
3,223  home  pages  in  the  U.S.;  466  of 
them  were  used  by  businesses,  the  rest 
by  academia.  But  any  count  in  the 
computer  game  is  obsolete  within  a 
day  of  when  it  is  published.  The  total 
might  well  double  or  triple  by  the  end 
of  the  year. 

Among  the  operators  of  home 
pages  are  Silicon  Graphics,  Digital 
Equipment,  Alberto's  Nightclub, 
Absolutely  Fresh  Flowers  and  the 
Sandal  Dude.  Some  home  pages  offer 
access  to  nothing  more  than  product 
logos  or  pizza  order  forms.  Others  are 
pretty  impressive. 

The  Silicon  Graphics  server  will 
download  video  clips  onto  your  com- 
puter if  you  are  patient  enough.  Even 
with  a  fast  14,400-bit-per-second 
modem,  you  might  as  well  forget  it! 
The  transfer  takes  too  long  and  only 
users  connected  with  very  fast  phone 
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House  of  Representatives 

The  House  met  at  2  p.m.  and  was  called  to 
order  by  the  Speaker  pro  tempore  [Mr. 

Montgomery]. 
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House  of  Representatives 
Chamber  Action 


Bills  Introduced 

1 7  public  Mis,  H  R  23302346,  1  private  biH  H  R.  2347,  and  5  resolutions,  H  J  Res  208210,  H  Con 
Res  109.  and  H  Res  189  were  mtroduced  Page  H3341 

Reports  Filed 

Reports  were  filed  as  follows 

K  R  5,  to  amend  the  National  Labor  Relations  Act  and  the  Railway  Labor  Act  to  prevent 
discrimination  based  on  participation  in  labor  disputes(  H  Rept  1 03 1 1 6  Pt  H), 

H  R  5,  to  amend  the  National  Labor  Relations  Act  and  the  Railway  Labor  Act  to  prevent 
discrimination  based  on  participation  in  labor  disputes(  H  Rept  1 03 1 1 6  Pt  HI),  and 

H  R  2348,  making  appropriations  for  the  legislative  branch  for  the  fiscal  year  ending 
September  30, 1994(H  RepL  103117) 

Page  H3341 


EBT  founder 
Lou  Reynolds 
Toolmaker  for 
net  surfers. 

TOP  LEFT: 

The  Congressional! 
Record,  as  publish 
by  Electronic  Book 
Technologies' 
DynaText. 

BOTTOM: 

The  same  docu- 
ment published 
for  public 
consumption,  as 
seen  by  Mosaic. 


lines  should  bother. 

For  now,  personal  computer  users 
equipped  to  receive  Web  files  and 
graphics  are  scarce.  Besides  a  fast  mo- 
dem, you  need  something  more  than 
a  garden-variety  Internet  link.  You 
need  an  on-line  service  that  can  han- 
dle a  type  of  connection  called  the 
"serial  line  Internet  protocol." 

There  are  slip  access  providers  in 
eveiy  big  city,  mostly  tiny  firms  only  a 
few  months  old,  typically  charging 


$20  a  month  for  the  first  20  hours 
service. 

'  The  on-line  giants?  America  O) 
line,  CompuServe,  Delphi  and  Pro« 
gy  don't  yet  have  SLIP,  so  their  su| 
scribers  can't  see  Web  pages.  But  tl 
might  change  soon. 

Once  the  population  of  hor 
pages  and  SLIP- ready  PC  users  reach 
critical  mass,  all  kinds  of  marked, 
innovations  present  themselves.  ! 
customer  can  get  a  sense  of  a  Digi* 
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quipment  Corp.  4000  workstation 
'  clicking  on  the  link  from  dec's 
>me  page. 

A  magazine  aiming  at  a  computer- 
erate  audience  might  dispense  with 
inted  pages,  instead  making  its  arti- 
:s,  photos  and  ads  available  as  on- 
le  digital  files.  Appliance  manufac- 
rers  could  provide  video  repair  tips 
id  parts  order  forms. 
"The  Web  is  exciting  because  it 
ade  it  much  easier  for  nonhackers  to 
ivigate  the  [Inter]net,"  says  Mark 
alter,  an  analyst  at  Seybold  Publica- 
ms  in  Media,  Pa. 

The  key  to  the  Web's  power  is  its 
owsability — or,  in  computer  lingo, 
i  hypertext  features.  Hypertext  is 
tiat  enables  someone  using  a  com- 
et disk  encyclopedia  to  read  an  arti- 
; — say,  on  Abraham  Lincoln — click 
e  cursor  on  a  key  word — say,  slav- 
y — then  instantly  have  an  article  on 
ivery  appear  on  the  screen. 
For  a  scholar,  Web-wide  hypertext 
a  powerful  research  assistant.  With 
e  right  kind  of  searching  software 
stalled  on  his  PC,  he  can  start  with  a 
bliography  downloaded  from  a 
rver  at  one  university,  click  on  a 


journal  article  citation,  and  have  the 
article  automatically  retrieved  from 
another  university. 

Corporate  participants,  still  very 
new  to  the  Web,  haven't  yet  put 
hypertext  to  much  commercial  use. 
But  they  are  sure  to  see  the  possibili- 
ties. Imagine  that  a  disgruntled  lawn 
mower  owner  finds,  from  an  on-line 
repair  manual,  that  all  he  needs  to  get 
the  machine  going  is  a  feeler  gauge. 
Not  knowing  what  that  is,  he  might 
click  on  the  word  and  get  a  picture  of 
the  tool,  along  with  a  price  tag,  from 
the  server  run  by  a  national  chain  of 
auto  parts  stores. 

Paving  the  way  to  such  applications 
is  the  hypertext  markup  language 
(html).  A  consortium  of  academic 
users  and  software  developers  is  trying 
to  bring  some  discipline  to  the  pro- 
cess, but  for  now  the  standard  is  a  little 
loose  around  the  edges. 

The  markup  language  identifies 
which  parts  of  a  document  constitute 
such  vital  elements  as  the  headline, 
the  byline,  a  footnote,  the  body  of  the 
text,  an  optional  graphic  element 
(such  as  a  photo  or  video)  or  a  key 
word  that  can  be  used,  in  hypertext 


fashion,  to  fetch  some  other  docu- 
ment. A  marked -up  file  is  a  richly 
featured  document  that  can  be 
viewed  and  browsed  from  any  brand 
of  computer. 

The  process  starts  when  the  spon- 
sor of  an  information  repository 
builds  a  home  page,  or  table  of  con- 
tents to  his  database.  From  there,  he 
builds  a  library  of  documents,  each 
formatted  to  the  hypertext  standard. 
The  process  doesn't  require  any  spe- 
cial programming  talents.  It  helps  to 
use  specialized  software,  however, 
that  speeds  the  process  of  defining 
each  element  of  a  document  as  a 
headline  or  graphic  or  whatever. 

The  viewer — the  end  user — also 
needs  software.  His  program  will  in- 
terpret a  document,  displaying  it  on 
his  screen  (or  through  his  speakers).  It 
will  also  help  him  navigate  from  docu- 
ment to  document  as  he  wanders 
through  the  Web. 

Rudimentary  viewing  programs  are 
in  the  public  domain.  One  is  Mosaic,  a 
600  kilobyte  file  that  can  be  down- 
loaded free  from  the  Internet  at  the 
National  Center  for  Supercomputing 
Applications  in  Urbana,  111.  In  a  sense, 
Mosaic  isn't  free:  Your  taxes  paid  to 
develop  it. 

The  public-domain  programs  are 
perfectly  adequate,  but  you  get  no 
product  support  with  them.  If  Mosaic 
crashes  your  computer,  there's  no  one 
to  call.  So  a  small  industry  of  commer- 
cial hypertext  software  vendors  is 
growing  up  around  the  Web. 

Several  attempts  to  produce  com- 
mercial tools  are  under  way.  Silicon 
Graphics  founder  James  Clark  in  April 
quit  that  company  to  start  up  a  new 
one,  Mosaic  Communications  Corp., 
to  develop  Web  publishing  and  view- 
ing tools. 

As  programmers,  Clark  recruited 
some  of  the  supercomputer  scientists 
who  invented  Mosaic.  They  promise 
to  have  a  friendly,  Windows-compati- 
ble Web  viewer  out  by  the  end  of 
October. 

On  the  publishing  side  of  Web 
software,  Providence,  R.I. -based 
Electronic  Book  Technologies,  Inc.  is 
a  leader,  ebt  has  made  a  quiet  name 
for  itself  in  the  computer,  telecom- 
munications and  aerospace  industries 
by  selling  tools  used  to  publish  docu- 
ments according  to  the  granddaddy 
of  all  formatting  languages,  standard 
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It  doesn't  take  a  great  artist  to  make  impressive  color  documents  these  days.  That's  because 
Xerox  offers  a  unique  range  of  innovative  and  affordable  color  technology.  From  high-qutd- 
ity  network  color  copiers  to  high-speed,  highlight  color  laser  printers,  Xerox  has  more  ways 
to  integrate  color  into  the  documents  that  run  your  business.  After  all  the  way  you  use  color 
should  make  you  more  productive,  not  just  more  colorful  It's  what  we  call  Intelligent  Color. 
To  see  how  color  can  make  you  more  productive  call  us  at  1-800-ASK-XEROX  ext.  706. 
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Heartwarming  cartoons  by  BO  Kcane,  A^JM  gone  horribly  awry. 
Look  at  the  first  three  to  get  the  idea,  then  create  your  own. 
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uerim  ana  rrague:  Nazis,  jews,  stamp  collectors,  ana 
beautiful  women 

by  Philip  Qreenspun 


Join  Qreenspun  as  he  searches  for  traces  of  Jewish  history  among  the  shcD-pockcd  ruins  of  East  Berlin, 
visits  the  luxurious  digs  of  Frederick  the  Great,  takes  a  pleasure  cruise  past  the  birthplace  of  the  Final 
Solution,  rides  down  the  Elbe  River  valley  to  Prague,  dates  a  beautiful  young  Czech,  wrests  his  bicycle 
from  the  Czech  bureaucracy,  tries  desperately  to  impress  two  Dutch  sisters,  visits  the  last  batdeground  of 
World  War  II,  and  is  trapped  over  Heathrow  with  a  New  York  philosopher. 

You'll  learn  about  fascinating  history,  beautiful  architecture,  and,  best  of  an,  how  ethnic  strife  in  Europe 
lends  perspective  to  our  own  problems  in  America. 

80R  characters  of  text  and  56  full-color  JPEO  photos. 


Do-it-yourself 
Gutenberg 
From  work 
stations  to 
pictures  of  Mick 
Jagger's  tongue, 
the  World  Wide 
Web  has  it  all. 
Making  money 
from  it  is 
another  matter 
altogether. 


generalized  markup  language  (SGML). 

SGML  has  been  embraced  by  the 
federal  government  for  bulk}'  regula- 
tor}' and  military  filings  (Forbes,  June 
7,  1993),  but  is  far  too  detailed  and 
cumbersome  for  on-line  services 
aimed  at  the  consumer.  In  essence, 
hypertext  markup  language  is  a 
dumbed -down  version  of  SGML  for 
the  mass  market. 


EBT  got  most  of  its  $5  million  in 
sales  last  year  from  SGML  tools,  but 
now  it  is  moving  into  consumer  pub- 
lishing. In  June  the  company  intro- 
duced DynaWeb,  a  program  that 
automatically  converts  SGML  docu- 
ments into  the  more  limited  grammar 
of  hypertext,  and  cuts  up  giant  SGML 
files  into  the  bite-size  pieces  used  on 
the  Web. 


One    of  ebt's  competitors 
SGML — SoftQuad    in  Toronto — ij 
moving  into  hypertext  as  well.  It 
Web  publishing  tool  is  HotMetal. 

This  overnight  flowering  of  a  pub 
lie  document  standard  is  very  bad 
news  for  a  company  that  is  trying  tc 
make  a  business  out  of  a  private  stan 
dard.  Last  year  Adobe  Systems  introi 
duced,  to  great  fanfare,  a  documeni 
formatter  called  Acrobat.  Acrobat  ha; 
not  set  the  world  on  fire,  paling  in  the 
excitement  for  Mosaic.  Last  montH 
Adobe  announced  Acrobat  2.0,  a  new 
version  of  the  program,  which  \vi 
coexist  with  Mosaic. 

There's  a  lot  that  needs  improving 
in  the  hypertext  markup  standard 
says  Louis  Reynolds,  the  founder  (ir 
1989)  and  chief  executive  of  ebt.  But 
there's  no  denying  its  growing  popul 
larity.  Says  Reynolds:  "Our  challenge 
is  to  offer  customers  the  ability  to  take 
high-quality  documents  and  publish 
them  with  no  additional  effort  via 
Mosaic  while  retaining  the  richness  oi 
the  original  document." 
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Computer  companies  eyeing  the  China  market  should 
consider  that  AST,  the  market  leader,  owes  as  much 
to  people  connections  as  it  does  to  electrical  ones. 


Guanxi 


By  Julie  Pitta 


AST's  cofounder 
and  chairman, 
Safi  Qureshey, 
with  Chinese- 
language  PC 
It  helps  to  know 
the  local  language. 
It  also  helps  to 
know  the  locals. 


If  imitation  is  indeed  the  sincerest 
form  of  flatter)',  then  Sari  Qureshey,  AST 
Research  Inc.  cofounder  and  chairman, 
should  be  a  happy  man.  In  the  People's 
Republic  of  China,  where  AST  has  been 
selling  PCs  since  1987,  computer  pi- 
rates didn't  specialize  in  selling  fake 
ibms  or  fake  Compaqs.  Instead,  they 
sold  fake  ASTs. 

The  Irvine,  Calif,  computer  mak- 
er's PCs  are  themselves  IBM  clones, 
with  a  fifth- ranking  market  share  in 
the  U.S.  But  in  China  the  AST  brand  is 
in  first  place.  "Safi  got  to  be  number 
one  by  being  in  China  very  early," 
says  Richard  Fade,  vice  president  of 
Far  Eastern  operations  for  Microsoft. 
"He's  got  the  distribution,  he's  got 
the  relationships  and  he's  got  the 
market  share.  AST  is  the  Rolex  of 
China." 

Last  year  AST  sold  140,000  ma- 
chines in  China,  31%  of  the  PCs  pur- 
chased in  the  country,  according  to 
Framingham,  Mass.  market  research- 
er International  Data  Corp.  Compaq, 
in  second  place,  had  a  share  of  19%. 

The  totals  are  still  quite  paltry: 
China's  entire  PC  market  last  year 
came  to  $638  million,  less  than  half 
the  $1.4  billion  in  revenue  that  AST 
alone  reported  in  fiscal  1993.  But 


China's  potential  to  become  a  huge 
market  has  U.S.  PC  makers  salivat- 
ing— and  AST  fighting  to  hold  on  to  its 
position.  "China  is  the  market  of  the 
late  1990s,"  says  Microsoft's  Fade. 

The  Chinese  find  themselves  in  the 
fortunate  position  of  being  wooed — 
and  suitors  must  come  courting  with 
their  pockets  full  of  ways  to  cut  local 
businessmen  in  on  the  profits,  via 
joint  ventures  and  other  deals.  You 
need  connections,  in  other  words — 
what  the  locals  c&W  {guanxi. 

"The  rules  and  conditions  for  do- 
ing business  are  established  by  negoti- 
ating with  people  in  the  govern- 
ment," says  Stan  Shih,  chairman  of 
Taiwan- based  Acer,  a  leading  PC  and 
peripherals  manufacturer.  "The  rules 
can  change  when  different  people  are 
in  charge." 

AST  was  in  a  good  position  to  woo 
those  potentates  because  it  set  up 
shop  in  Hong  Kong,  where  AST  co- 
founders  Albert  Wong  and  Thomas 
Yuen  have  roots.  "Every  day  we  woke 
up  and  looked  at  China,"  Qureshey 
says.  "I  don't  think  we  would  have 
been  as  successful  had  we  been  based 
in  Singapore." 

But  a  base  in  Hong  Kong  wasn't 
enough  to  penetrate  the  Chinese 


market,  a  labyrinth  of  state-run  bus 
nesses  linked  to  government  mini 
tries  by  a  network  of  bureaucrats.  Oi| 
problem  to  overcome  is  the  Chine 
mistaist  of  foreigners.  AST's  rivals- 
Compaq,  IBM  and  Apple — are  jocke! 
ing  to  prove  their  commitment  to  tl 
Chinese.  A  year  ago,  for  exampll 
Compaq  hooked  up  with  Beijir 
Stone  Corp.  to  jointly  manufactu 

PCS. 

Not  to  be  outdone,  AST  said 
would  build  a  factory  outside  Be 
jing  capable  of  making  100,000  PCs 
year.  The  $16  million  project  w 
announced  last  year  on  Sept.  9.  ] 
Chinese  lore,  the  ninth  day  of  tl 
ninth  month  has  mystic  significanc 
The  plant — a  joint  venture  with  stat 
owned  Tianjin  Economic-Techn< 
logical  Area  Business  Developmei 
Co. — will  start  production  any  day. 

Qureshey  credits  now  departed  Ai 
cofounders  Albert  Wong  and  Thorn 
Yuen  (the  "A"  and  "T"  in  ast), 
well  as  now  Vice  President  Wai  Szeti 
who  are  Chinese,  with  the  decision  I 
go  in  early.  Qureshey,  43,  is  a  native  i 
Pakistan,  a  longtime  friend  of  Chin 
The  same  year  AST  opened  its  Beijir 
office  it  was  rewarded  with  its  first  b 
Chinese  contract,  a  $10  million  de 
to  supply  PCs  to  the  ministries  i 
Finance  and  Communications.  Natl 
rally,  AST  did  not  go  in  alone.  It  cut ; 
the  partly  state-owned  Legend  Tecl 
nology  as  its  distributor. 

But  even  with  all  those  connectioi 
to  grease  the  wheels,  Qureshey  four 
that  it  isn't  easy  to  do  business  in 
country  suspended  between  commi 
nism  and  free  enterprise.  For  or 
thing,  the  rule  of  law  is  spotty.  Oi! 
way  he  fought  the  pirates  was  to  spec 
up  the  product  development  eyefl 
making  counterfeiting  harder. 

Another  problem  for  some  foreig 
PC  manufacturers  is  the  lack  of  expet 
enced  retailers.  Anyone  with  a  storJ 
front  in  Beijing's  computer  district 
considered  a  dealer.  Some  have  litt 
experience  in  the  ways  of  busine 
and,  worse  yet,  no  foreign  exchan^ 
to  pay  for  machines.  Try  collecting  c 
receivables,  says  Acer's  Shih,  and  £ 
too  often  "your  customer  might  tt 
you,  That  party  owes  me  money,  so 
you  want  your  money  you  should  g 
to  him.'  We  call  that  triangle  debt. 
Westerners  might  call  it  the  run 
around.  ■ 
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ntroducing  the  top  of  the  line  plain  paper  facsimiles  from  Canon. 


n  business,  it's  a  fact  that  the  less  time  you 
spend,  the  more  money  you  save.  Which  is 
ecisely  the  idea  behind  our  new  7500  and 
)00  LASER  CLASS®  fax  machines. 

Each  offers  advanced  features  that  reduce 
e  time  people  spend  on  the  phone  line  and 
the  machine.  Features  like  connectivity 
ipabilities  that  let  you  send  and  receive  doc- 
nents  without  ever  leaving  your  desk.  And 
memory  capacity  of  up  to  288  pages  so  you 
in  deal  with  volumes  of  documents  at  your 
inveniencc,  not  the  machine's. You'll  also  have 
)lumes  more  paper  at  your  disposal  with  a 
iper  capacity  of  up  to  1,100  sheets. 

SHR  CLASS  is  a  registered  trademark  of  Canon  Inc. 

IQ  is  a  trademark  of  Canon  Inc.  ©  1994  Canon  U.S.A.,  Inc. 

ASER  CLASS 

.AIM     PAPER  FACSIMILE 


And  because  time  can  also  affect  your 
fax  line  charges,  we  reduced  the  amount  of  it 
you'll  spend  on  transmissions  to  a  mere  six 
seconds  per  page/ 

The  7500  and  7000  are  just  part  of  our 
full  line  of  LASER  CLASS  facsimiles  including 
the  5500  and  the  5000. 

Of  course,  whichever  model  you 
choose,  Canon's  exclusive  UHQ  "  image 
processing  and  laser  technology  give  you 
consistently  high-quality  output.  And  every 
model  delivers  the  kind  of  reliable  perfor- 
mance that  has  made  Canon  #1  in  plain 
paper  facsimile  5  years  running. 

•Based  on  CCITT  #1  chart  (standard  mode). 


When  the  rest  say  you  can't,  Canon  says 
you  can. 

Call  1-800-OK-CANON  for  more 
information.  You'll  find  it's  time  well  spent. 
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Bury  that  paper 


COMMENTARY  BY  RICHARD  A.  SHAFFER 


Richard  A.  Shaffer  is  founder  of  Technologic 
Partners,  a  technology  consulting 
company  in  New  York  City,  and  publisher  of 
Technologic  Computer  Letter. 


What  a  letdown.  The  networked 
desktop  computer  was  supposed  to 
create  a  paperless  office.  Instead,  it 
worsened  our  paper  pile  up.  Electron- 
ic publishing  makes  it  easier  to  write 
memos,  so  people  simply  write  more 
of  them. 

The  problem  with  computers  is 
that,  however  ubiquitous  and  cheap 
they  are,  they  have  so  far  captured 
only  10%  of  the  corporate  data  pile. 
They  have  under  control  the  portion 
that  has  been  keypunched  with  a  com- 
puter in  mind  and  neatly  organized 
into  fields — so  many  units  of  this  part 
number,  sent  to  that  customer  at  that 
address,  and  so  on.  They  do  not  have 
under  control  the  90%  of  corporate 
information  still  being  stored  in  un- 
structured formats.  By  that  I  mean  the 
memos,  letters,  manuals,  newspaper 
clippings,  handwritten  notes  and  file 
folders  cluttering  your  desk. 

How  do  you  computerize  paper? 
The  first  organizations  to  confront 
that  task  were  the  ones  that  have 
to  submit  ten -thousand -page  docu- 
ments to  the  government — for  exam- 
ple, drug  applications  or  aircraft 
maintenance  manuals.  The  larger  op- 
portunity, however,  lies  with  the 
smaller  businesses  merely  trying  to 
keep  up  with  the  printed  clutter  gen- 
erated by  personal  computers,  scan- 
ners, Internet  connections  and  fax 
machines. 

The  market  for  document-man- 
agement software  reached  an  estimat- 
ed $300  million  last  year.  Throw  in 


the  related  software  for  text  retrieval 
and  automation  of  the  flow  of  work  in 
an  office  and  the  total  was  over  $1 
billion.  Expect  growth  of  30%  to  35% 
a  year  for  the  next  few  years. 

The  first  real  effort  to  tame  the 
paper  monster  came  in  the  mid- 
1980s,  when  FileNet  introduced  a 
relatively  inexpensive  system  for  pro- 
cessing insurance  claims,  credit  card 
applications,  tax  returns  and  the  like. 
A  page  is  fed  into  a  scanner,  com- 
pressed into  a  file  one-twentieth  the 
original  size  (much  the  way  a  fax 
machine  compresses  an  image)  and 
stored  on  a  hard  disk,  where  it  can  be 
searched,  sorted  or  retrieved  for  print- 
out or  screen  viewing. 

FileNet  did  well  enough  that  a  flock 
of  competitors  soon  appeared,  divid- 
ed into  two  main  camps.  One,  like 
FileNet,  specializes  in  the  capture  and 
management  of  scanned  images  used 
in  a  related  series  of  tasks,  such  as 
processing  an  insurance  claim.  The 
other  concentrates  on  software  that 
tracks  documents  that  begin  life  elec- 
tronically, such  as  those  created  by 
networked  personal  computers. 

The  first  category  includes  View- 
Star,  which  targets  the  large  installa- 
tions that  have  been  FileNet's  do- 
main, and  several  firms  selling  to 
smaller  networks:  LaserData,  Optika 
Imaging  Systems,  Watermark  Soft- 
ware and  Westbrook  Technologies. 
The  latter  charge  $200  to  $500  per 
user  for  software  that  creates  and 
manages  an  image  database. 

Following  the  other  track,  several 
companies  have  prospered  by  special- 
izing in  the  management  of  docu- 
ments that  are  electronic  from  birth. 
The  pioneers  in  this  area,  all  starting 
around  1989,  are  PC  Docs  (now 
owned  by  Canada-based  Quartex), 
Saros  and  SoftSolutions  Technology 
(acquired  last  year  by  WordPerfect). 
Their  products  capture  documents  as 
they  are  created,  store  them  in  a  cen- 
tralized library  and  provide  such  ser- 
vices as  version  control,  check-out 
and  check-in,  and  search  and  retrieval. 

All  three  companies  have  about 
doubled  sales  every  year  for  the  last 


several  years,  and  each  claims  to  hav 
more  than  200,000  users. 

Lately  both  the  image  and  elec 
tronic  document  specialists  have  sue 
ceeded  in  moving  out  of  their  origina 
niche  markets  and  selling  the  concep 
of  document  management  to  a  broad 
er  customer  base.  As  the  process  o| 
market  widening  accelerates,  the  catelj 
gory  distinctions  are  starting  to  blun 
Keyfile,  backed  by  $14  million  ii| 
venture  and  other  private  capital,  en 
tered  the  market  three  years  ago  witl 
software  that  combines  management 
of  electronic  and  paper-based  docu) 
ments  with  various  workflow  and  prol 
ductivity  tools. 

LaserData,  which  started  out  as  j 
supplier  of  scanners,  optical  disk 
and  other  subsystems  for  networl 
imaging,  used  its  hardware  reve 
nues  to  finance  a  transition  to  doc 
ument  image  management  soft 
ware.  It  now  offers  products  fo 
managing  documents  in  all  dat 
types  as  well  as  workflow  softwar 
(from  Action  Technologies)  use<| 
to  automate  business  procedures  J 
system  from  Documentum  makes  i 
possible  to  combine  documents  o 
pieces  of  documents  automatically 
independent  of  the  application 
that  created  them. 

Large  companies  are  also  investinj 
in  document  management.  One  i 
Xerox  (Forbes,  June  d),  which  i 
teaming  up  with  Novell  to  manag 
document  files  for  computer  net) 
works.  Another  is  Oracle.  That  soft 
ware  company  grew  to  billion  -dollal 
size  with  its  clever  ways  to  organizl 
formatted  digital  data,  the  kind  an 
ranged  in  neat  fact  fields.  Now  it  i 
attempting  to  replicate  that  succesi 
on  unformatted  text,  image  and  mull 
timedia  files.  Its  new  Media  Serve) 
includes  a  text-searching  algorithm 
based  on  linguistic  analysis. 

Wonderful  as  the  new  document] 
management  technologies  sound, 
can't  help  worrying  that  corporation) 
are  engaging  in  a  Sisyphean  task.  ThJ 
faster  that  computers  process  docui 
ments,  the  more  the  memo  writer 
churn  out.  ■ 
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A  lot  of  people 
don't  think  twice  about  their  clean  water  supply. 
We  must  be  doing  something  right. 

Did  you  know  there's  not  one  more  drop  of  water  on  Earth  today  than  when  it  came 
into  being?  And  while  that's  a  lot  of  water,  only  3%  of  it  is  fresh.  Take  away  what's  locked  in 
icecaps  and  glaciers  and  you're  down  to  less  than  1%.  Not  exactly  an  unlimited  supply,  consid- 
ering everything  you  need  it  for.  Not  to  mention  what's  necessary  for  irrigation  and  industry. 

But  before  you  start  stockpiling,  there  are  some  good  reasons  to  feel  confident  about 
your  clean  water  supply.  Like  what  we're  doing.  In  towns  across  the  country,  we  make  it  possi- 
ble to  treat  wastewater  to  the  point  it  can  be  returned  to  waterways  cleaner  than  the  waterways 
themselves.  We  purify  the  drinking  water  for  over  a  half  million  people.  And  for  industries 
that  need  it,  we  even  ultra-purify  water. 

Altogether,  we  treat  or  purify  over  370  million  gallons  of  water  every  day.  We  may  not 
be  able  to  make  more  water.  But  we  make  more  of  it  clean. 

What  business  do  we  have  saying  we  help  the  environment?  That  is  our  business. 


Wheelabrator  Technologies 

AWMX  Technologies  Company 

*  (5  I'm  WMX  I  cchnQlofici,  Inc. 


SCIENCE  &  TECHNOLOGY 


Up  to  snuff 


COMMENTARY  BY  MICHAEL  GIANTURCO 


Michael  Gianturco  is  president  of 
The  Princeton  Portfolios,  a  New  Jersey  asset 
management  firm  that  specializes  in 
science  and  technology  stocks. 


Customers — and  investors,  too — 
are  aware  of  quality  control  only  when 
it  fails.  Yet  consider  the  recent  perfor- 
mance of  a  couple  of  hot  quality 
control  companies:  Integrated  Silicon 
Systems,  Inc.  and  Perceptron,  Inc.  In 
the  June  30  quarter  iss,  which  is  based 
in  Research  Triangle  Park,  N.C., 
showed  revenues  up  222%  over  the 
year-earlier  period,  to  $3  million.  The 
net  profit  margin  was  a  solid  25%. 
Perceptron,  of  Farmington  Hills, 
Mich.,  reported  an  86%  increase  in 
revenue,  to  $6.3  million,  and  a  net 
margin  of  22%. 

Rapid  growth  with  a  high  profit 
margin  is  an  exceptional  pattern.  Rap- 
id revenue  growth  more  typically  re- 
quires a  sacrifice  in  earnings.  And 
these  two  companies'  customers  are 
in  two  disparate  industries,  so  they 
have  not  just  tapped  into  one  boom- 
ing sector  of  the  economy.  Percep- 
tron sells  to  automakers,  iss  to  semi- 
conductor makers.  Their  common 
formula  for  success  is  not  difficult  to 
understand  if  you  think  about  the 
power  of  mass  production  manufac- 
turing to  multiply  not  just  products 
but  blunders. 

Take  car  assembly.  Batch  sampling 
is  the  old  way  to  check  that  a  car  is 
within  specs.  At  intervals,  a  complete 
car  is  plucked  off  the  assembly  line 
and  placed  on  a  large  coordinate- 
based  measuring  machine.  A  meticu- 
lous procedure  is  then  followed.  It 
takes  hours.  Suppose  the  machine 
reveals  that  this  particular  car  has 


dimensions  that  are  beyond  toler- 
ance— let's  say  its  trunk  lid  won't  line 
up  properly.  By  the  time  the  error  is 
detected,  several  hundred  vehicles 
with  this  same  flaw  may  have  rolled 
on  down  the  assembly  line. 

Perceptron  has  built  its  business 
around  laser- based  sensors  that  solve 
this  problem.  Without  perturbing  the 
flow  of  the  assembly  line,  and  without 
touching  the  parts  in  process,  Percep- 
tron systems  can  instantly  spot  out- 
of-tolerance  parts.  It  can  also  make  it 
possible  to  catch  a  bad  trend — parts 
whose  measurements  are  veering 
away  from  perfection  but  haven't  yet 
become  intolerable. 

The  quality  control  of  an  estab- 
lished production  line  is  obviously 
important,  but  the  value  of  Percep- 
tron's  equipment  is  most  apparent 
when  a  manufacturer  is  setting  up  an 
assembly  line  to  launch  a  new  car. 
The  lasers  can  shave  weeks  or  even 
months  off  the  product  launch 
schedules.  Ford  has  recently  speci- 
fied Perceptron  in  its  dimensional 
control  plan  for  every  new  vehicle, 
following  an  approach  taken  by 
Daimler-Benz  two  years  ago.  Percep- 
tron's  customer  list  includes  every 
big  automaker  in  the  U.S.,  Europe 
and  Japan.  And  some  of  them  require 
their  stamping  plant  suppliers  to  in- 
stall Perceptron  equipment. 

Perceptron  was  founded  in  1981, 
shipped  its  first  measurement  systems 
in  1984  and  went  public  in  August 
1992  at  6V2.  Recent  price,  18.  It  is  in 
the  enviable  position  of  having  out- 
lived virtually  all  of  its  competitors. 
"Machine  vision,"  one  of  the  stock 
market  slogans  of  the  Eighties,  pro- 
duced a  graveyard  of  startups. 

Why  should  Perceptron  keep 
growing?  The  laser  hardware  might 
not  be  too  challenging  for  a  compet- 
itor to  replicate,  but  Perceptron's 
lead  in  software,  and  in  its  industry 
relationships,  makes  it  a  tough  act  to 
follow.  The  software -intensive  na- 
ture of  the  business  should  also  help 
the  company  maintain  its  handsome 
prices  (about  $10,000  per  camera). 
The  current  price/earnings  ratio  is 


19.  Perceptron  is  a  buy  near  16. 

Quality  control  in  scmiconduct 
manufacturing  is  even  more  critii 
than  it  is  on  an  assembly  line.  Errc 
in  a  sequential  manufacturing  pt 
cess  like  an  assembly  line  can 
corrected  on  the  fly.  But  semicc 
ductor  manufacturing  is  essential! 
photographic  process.  An  error  1 
the  photographic  mask  for  an  ini 
grated  circuit  will  be  replicated 
every  finished  chip.  Consequent 
the  product  must  be  perfected  b 
fore  manufacturing  begins. 

The  last  step  before  the  chip  is  p 
into  mass  production  is  called  verifk 
tion.  It  is  in  verification  that  Integr; 
ed  Silicon  Systems  has  concentrat 
its  business.  Its  VeriCheck  progra 
looks  over  an  integrated  circuit  c 
signed  on  a  computer.  It  reviews  t 
design  exhaustively  to  make  sure  tf 
the  layout  conforms  to  the  schema 
wiring  diagram,  and  that  design  ru. 
and  electrical  rules  are  not  violated 
the  circuit.  The  customer  list  for  ISS 
impressive  for  a  small  company  (1 
employees)  and  includes  Intel,  IB 
Motorola,  Hewlett-Packard,  Digi 
Equipment,  Unisys  and  AT&T. 

This  little  business  has  come  aloi 
so  fast  because  VeriCheck  can  che 
circuits  of  extreme  size  and  comple 
ity.  Competitive  systems  have  to  pi 
tition  a  big  chip  and  digest  it  a  bite  a 
time.  This  size  and  speed  advanta 
follows  from  the  more  advanced  n 
ture  of  the  database  the  VeriChe 
uses  to  do  its  checking. 

The  competitive  picture  for  ii 
however,  is  tougher  than  it  is  f 
Perceptron.  The  total  market  for  ve: 
fication  software  last  year  was  $' 
million.  Cadence  Design  held  $( 
million,  Mentor  Graphics,  $7  millio 
and  iss  a  mere  $5  million.  Cadence 
developing  a  verification  program 
compete  more  decisively  with  Vei 
Check.  Although  iss  could  double 
share  of  market  in  1994,  the  bas 
story  here  is  David  versus  Goliath, 
am  willing  to  venture  money  on  tl 
David.  ISS  now  trades  at  32  tirn 
trailing  earnings.  Buy  the  stock  if 
dips  to  23.  I 
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Instead  of  going  against  the  grain, 
we  changed  the  grain. 


Twenty  years  ago,  people  began  taking  a 
closer  look  at  how  we  use  our  public  forests. 
Anticipating  the  change  that  was  coming, 
Louisiana-Pacific  envisioned  alternative  building 
products  that  wouldn't  depend  on  old-  growth 
trees.  And  developed  those  products.  That's 
fcw  how  Inner-Seal®  oriented  strand  board  (OSB) 

became  our  greatest  success. 
1 1  mk       Ou  r  Inner-Seal  products  are  made 
&  with  wafers  of  wood  from  smaller,  fast- 


Harry  Merto, 
Chairman  &  President 

"We  saw  a  way  to  improve  on 
traditional  building  products  and 
make  something  people  could  afford.' 


growing  trees  -  trees  not  wrapped  up  in  controversy. 
Today,  our  Inner-Seal  line  includes  OSB  siding, 
flooring,  sheathing  and  engineered  I-joists. 
Inner-Seal  products  often  perform  better  than 
the  traditional  products  they  replace.  They 
usually  cost  less,  too. 

At  Louisiana-Pacific,  our  goal  is  to  produce 
innovative,  affordable  building  products  that 
work  better  and  are  better  for  the  environment. 
Inner-Seal  products  are  right  in  line  with  that  goal. 


Louisiana-Pacific 

Doing  something  about  it. 


For  product  or  corporate  information,  write  Louisiana-Pacific, 
Communications  Department,  111  S.W.  5th  Ave.,  Portland,  OR  97204. 


EDITED  BY  KATARZYNA  WANDYCZ 


Busy  executives  should  treat  depression 
as  they  would  any  serious  business  problem: 
Find  an  expert  and  follow  his  advice. 

The  right 
chemistry 


By  Robert  Lenzner 

Richard  Hunter  was  struggling 
with  his  brother  and  sister  over  who 
was  to  run  the  family  business,  Hunt- 
er Industries,  a  landscape  irrigation 
equipment  maker  in  southern  Cali- 
fornia. Dick  became  short-tempered 
and  felt  physically  tired  all  the  time. 
He  started  to  gorge  himself  and  gain 
weight.  At  work  he  had  difficulty 
making  important  decisions. 

These  are  symptoms  of  depression. 
In  its  mild  form  it  slows  down  or  cuts 
short  a  career.  In  a  severe  form  it  can 
even  lead  to  suicide. 

What's  the  right  treatment — pills 
or  psychotherapy?  There  are  warring 
camps  in  the  medical  profession.  A 
recorded  message  at  the  National 
Foundation  for  Depressive  Illness 
claims  depression  is  a  physical  illness 
that  can  be  successfully  treated  with 
medication  in  nearly  80%  of  all  cases. 

Bryant  Welch,  a  clinical  psycholo- 
gist and  a  senior  policy  adviser  to  the 
American  Psychological  Association, 
disagrees.  "The  managed  care  indus- 
try has  designed  short-term  treat- 
ments to  get  people  out  of  the  system 
as  quickly  as  possible,"  he  says.  "I 
believe,  whenever  possible,  treatment 
should  use  psychotherapy  because  of 
the  side  effects  from  drugs.  Drugs  can 
be  helpful  when  used  properly.  But 
the  gains  from  psychotherapy  can  be 
longer  lasting." 

A  lot  of  doctors  steer  a  middle 
course:  They  combine  pills  and  psy- 
chotherapy. In  1992  Hunter  went  to 
Dr.  Harold  Bloomfield,  author  of 
How  to  Heal  Depression.  In  therapy, 
Bloomfield  tried  to  help  Hunter  learn 
to  identify  patterns  of  thought  that 
trigger  depression.  "The  goal  is  to 
stop  them  from  thinking  that  they  are 


either  brilliant  or  stupid,  either  a  suc- 
cess or  a  failure,"  says  Bloomfield.  But 
Bloomfield  also  had  Hunter  try  three 
antidepressant  medications,  finally 
settling  on  Zoloft  (generic  name  ser- 
traline), a  drug  introduced  by  Pfizer 
in  1992.  For  Hunter  this  drug  seemed 
to  have  the  least  troubling  side  effects 
and  the  maximum  benefits. 

Zoloft,  Hunter  says,  cleared  his 
mind.  No  longer  feeling  a  destructive 
sense  of  urgency,  he  could  concen- 
trate on  one  problem  at  a  time.  He 
was  better  able  to  pace  himself,  decid- 
ing in  advance  how  much  time  and 
energy  a  project  deserved.  He  was 
better  able  to  make  tough  decisions: 
After  a  talk  with  his  brother  and  sister, 
Hunter  took  over  the  family  company 
as  chief  executive  in  1993.  Since  1992 
sales  have  climbed  50%,  to  an  estimat- 
ed $70  million,  and  profits  are  expect- 


ed to  double,  to  around  $10  millk 
Hunter  says  he  feels  strong  enou 
that  he  will  be  able  to  drop  or  redu 
his  dosage  of  Zoloft  under  his  dc 
tor's  supervision  fairly  soon. 

Depression,  which  usually  afflijj 
people  who  have  a  genetic  predispo 
tion  for  it,  may  be  triggered  by  the  Id 
of  a  spouse  or  a  bad  personal  relatio 
ship.  It  is  also  likely  to  hit  an  am 
tious  executive  or  entrepreneur  afte 
career  setback. 

One  of  the  patients  of  Dr.  Berna 
Salzman,  an  associate  professor 
psychiatry  at  New  York  Universit 
medical  school,  was  a  vice  president 
an  insurance  company.  At  50  t 
executive  was  canned  following 
merger.  He  couldn't  get  out  of  bed 
the  mornings,  and  stopped  showeri 
and  eating.  His  family  persuaded  h 
to  get  psychiatric  treatment.  T 
treatment  worked.  Two  years  lat 
says  Salzman,  the  patient  is  back 
work  and  no  longer  takes  medicatic 

Paradoxically,  positive  events,  li 
getting  a  promotion,  can  trigger  an 
ety  leading  to  a  bout  of  depressic 
says  Jeffrey  Kahn,  a  psychiatrist  aj 
editor  of  Mental  Health  in  the  Wo; 
place:  A  Practical  Psychiatric  Guid\ 

Could  it  happen  to  you?  Easi 
Statistics  indicate  a  disturbing,  sh 
increase  in  the  rate  of  depression  oi 
the  past  50  years  for  reasons  scienti 
cannot  explain.  It  is  estimated  tl 
one  in  every  four  women  and  one 
ten  men  will  develop  depressi 
sometime  during  their  lifetimes. 

As  a  test  for  risk  of  depressic 
Kahn  suggests  you  ask  yourself  t 
question:  Do  you  work  hard  becai 
you  want  to  achieve  a  certain  goal? 1 
do  you  work  hard  out  of  some  inr 
compulsion?  If  your  answer  to  t 
second  question  is  yes,  watch  out. 

If  you  become  depressed,  the  rig 
balance  of  psychotherapy  and  me 
cation  is  crucial.  Don't  think  tl 
Prozac  alone  can  do  the  job.  Dix 
strike  the  right  chemical  balance 
the  brain,  which  allows  you  to  sle 
and  eat  normally  and  control  yc 
moods.  But  depression  is  also  a  diso 
der  of  thinking,  and  science  does; 
yet  fully  know  the  link  between  I 
chemicals  in  the  brain  and  thinkir 
That's  why  it's  often  best  to  combi 
psychotherapy  and  drugs.  But  yj 
should  inform  yourself  about  the  si 
effects  of  any  medication  you  use.  \ 
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AMERICA'S  UMBRELLA 


At  The  Travelers  we  realize  the 
contribution  your  company's 
employees  make.  This  is  why  we 
help  our  customers  reduce  loss  costs 
by  focusing  on  the  human  side. 

Through  our  innovative 
program  of  injury  prevention,  we 
work  with  you  to  cut  down  on 
claims  and  costs  by  keeping  your 
employees  healthy  and  on  the  job. 
For  one  customer  this  helped  cut 
accidents  by  50%  -and  saved 
$1.5  million  in  the  process. 

We  also  place  an  emphasis  on 
getting  your  people  back  to  work 
quickly-accelerating  claim  response 
time  while  managing  the  quality 
and  cost  of  medical  care. 

Our  commitment  to  reducing 
loss  cost  is  just  one  of  the  reasons 
we  maintain  a  consistent  95% 
retention  rate  among  our  large 
commercial  accounts. 


'94  The  Travelers  Insurance  Company  and  its  Affiliates,  Hartford,  CT  06183. 


All  backed  by  130  years  of 
experience  and  the  understanding 
that  for  each  employee  under 
America's  umbrella,  any  accident 
is  one  too  many. 

Travelerslnsurance 

A  Member  of  TravelersGroup  \ 


PERSONAL  AFFAIRS 

EDITED  BY  WILLIAM  G.  FLANAGAN 


Turn  on  an  electronic  golf  game,  pick  up  your  laser  golf  club. 
You're  teeing  off  at  Pebble  Beach. 

Virtual  golf 


Pat  Ford  eyed  the  pin  placement  of 
the  flag  on  the  par  3,  7th  hole  at 
Pebble  Beach.  He  checked  the  dis- 
tance and  the  wind  direction,  and 
lofted  a  good-looking  5-iron  shot.  As 
he  watched  the  ball  sail  through  the 


air,  Ford  gave  it  a  little  body  English 
to  keep  it  from  fading,  and  then 
smiled  as  the  ball  bounced  to  within 
10  feet  of  the  cup.  The  New  York 
restaurant  manager  then  neatly 
spanked  the  putt  home  for  a  birdie  as 


the  gallery  cheered  its  appreciation 
All  electronically.  Without  Fore 
ever  leaving  home  or  having  to  pa) 
greens  fee. 

Video  and  computer  golf  games  a 
no  longer  kid  stuff,  not  since  t 
introduction  of  an  ingenious  ele 
|  tronic  golf  club  that  is  both  an  i 
|  structional  tool  and  a  smart  toy. 
About  the  same  weight  as  a  5  iro 
the  club,  called  the  Pro  Swing,  is  orl 
half  the  length  of  a  real  club.  At 
base  is  a  little  black  box  that  emits 
laser  beam. 

As  you  swing  the  club,  the  las 
beam  cuts  through  the  golf  ball,  ma 
ing  a  clicking  sound.  On  a  floor  un 
you  get  a  digital  readout  of  the  spe^ 
and  distance  of  your  shot,  and  tj 
angle  and  position  of  the  club 
impact.  You  are  also  shown  the  flig| 
path  of  the  ball,  from  savage  slice 
wicked  hook. 

But  that's  not  the  fun  of  it.  Th 
comes  from  your  TV  or  computi 
screen,  which  pictures  your  shot 
flight,  landing  on  the  electronic  gc 
course  of  your  choice.  Where  yo 
ball  winds  up  depends  on  how  go<j 
your  stroke  was.  There  are  soui 
effects,  too.  But  if  you  don't  want 
hear  birds  chirping,  or  the  gallei 
groaning  when  you  blow  one,  tl 
sound  can  be  turned  off. 


— •  —  • 

•  w  ill'//  • 

ABOVE:  Pro  Swing's  analysis  of  a  swing 
Speed,  distance,  tempo  and  direction. 
LEFT:  Dr.  David  Braunstein  plays  Bountiful 
Ten  strokes  better  than  the  real  course 
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Vou  then  adjust  the  Pro  Swing 
ub  to  mimic  another  golf  club  and 
:e  your  next  shot.  The  electronic 
ib  can  be  any  club  you  carry  in  your 
g — from  a  driver  to  a  putter.  The 
ib  head — actually  a  shaped  patch  of 
er  light — changes  shape  according- 
Change  the  club  head  and  you  also 
vc  to  change  your  stance  to  line  up 
ur  shot  properly. 

It  takes  only  a  few  practice  swings 
get  the  feel  of  the  electronic  club, 
i  to  play  a  course  in  cyberspace, 
ere  is  software  available  for  a  dozen 
so  courses.  You  can  even  pit  your- 
f  against  pro  golfers  like  Fuzzy 
>eller. 

Cost  of  the  whole  setup?  About 

00  for  the  Pro  Swing  club,  base 
it  and  basic  software  package.  The 
nputer  or  TV  is  extra,  of  course, 
d  so  is  special  software  needed  to 
y  certain  courses — about  $20  per 
Jitional  course. 

rhere  is  also  a  simplified  version  of 

1  game  called  Tee  V  Golf,  designed 
work  with  Sega  and  Nintendo  sys- 
ns.  Tee  V  Golf  sells  for  about  $  1 30. 
th  Pro  Swing  and  Tee  V  Golf  are 
de  by  Sports  Sciences,  Inc.,  Twins- 
rg,  Ohio. 

Dr.  David  Braunstein,  a  Chicago 
diologist,  is  an  admitted  golf  fanat- 
vho  settles  for  electronic  golf  when 
schedule  or  the  weather  keep  him 
a  real  course.  He  has  taken  pains  to 
ke  the  electronic  links  in  his  sunken 
ng  room  as  realistic  as  possible  (see 
ito,  opposite). 

[n  addition  to  the  Pro  Swing  hard- 
re,  software  and  requisite  comput- 
Braunstein  has  added  a  giant,  56- 
h  Sony  TV  screen — and  a  Willow 
•ipheral  device  that  converts  the 
nputer  image  to  a  TV.  "When  the 
its  are  down,  the  image  is  unbe- 
able.  I  have  all  the  golf  courses, 
i  the  graphics  and  sound  effects  are 
nderful,"  he  says. 

\nother  nice  touch  is  a  few  yards  of 
ificial  turf,  on  which  rests  the  Pro 
ing  base  unit.  Total  cost  for  Braun- 
in's  virtual  golf  course:  under 
,000.  And  there  are  no  greens  fees, 
ts  or  caddies — not  even  batteries  to 
ilace. 

[n  winter  Braunstein  plays  three  or 
ir  times  a  week  in  his  living  room, 
en  with  his  friend  and  fellow  golf 
E,  Dr.  Paul  Wolfson,  also  a  cardiol- 
ist.  Sometimes  he  hosts  golfing 


parties.  "I  can  have  a  foursome  over 
to  play  a  round  of  golf  and  it  takes  us 
3V2  to  4  hours,"  he  says. 

Among  the  courses  his  guests  can 
play  are  Torrey  Pines,  Bountiful,  Bar- 
ton Creek,  Dorado  Beach,  Firestone, 
Pinehurst  #2,  Troon  North,  Pebble 
Beach,  Mauna  Loa  and  Kapalua. 
More  courses  are  added  every  few 
months. 

Braunstein  plans  a  winter  vacation 
to  Hawaii,  and  is  now  practicing  on 
Kapalua.  The  screen  version  familiar- 
izes him  with  the  layout,  hazards  and 
hole  distances  of  the  course. 

How  does  it  compare  with  playing 
the  real  thing?  Braunstein,  who  has  a 
19  handicap,  usually  comes  in  eight  to 
ten  strokes  under  what  he  does  on  the 
real  courses. 

But  he  claims  the  electronic  golf  has 
bettered  his  real  game.  "It  has  clearly 
brought  out  deficiencies  of  my  swing, 
which  I  have  corrected,"  he  says. 
"The  computer  analyzes  it  all." 


What  are  the  biggest  drawbacks  to 
the  system?  One  is  the  putting.  "As 
long  as  the  direction  is  toward  the 
hole,  you  can  hit  the  ball  90  miles  an 
hour  and  it  will  go  in." 

The  other  drawback  is  the  club 
itself,  which  is  only  26  inches  long, 
and  doesn't  look  like  a  regular  golf 
club — though  it  weighs  about  the 
same  and  has  the  same  kind  of  upper 
handle  and  grip.  "Esthetically,  it's 
different,"  he  says. 

Nonetheless,  he  can't  wait  for  fur- 
ther improvements — such  as  courses 
on  CD-ROM,  which  will  provide  even 
better  graphics  and  images. 

"'And  if  they  could  somehow  hook 
up  that  virtual  reality  headpiece  so  it 
looks  like  you're  actually  playing  in 
3-D,  that  would  be  phenomenal.  I 
would  never  leave  the  room,"  adds 
Braunstein. 

For  the  name  of  a  dealer  near  you, 
call  Sports  Sciences  at  1-800-860- 
4727.  -W.G.F.  H 
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COLLECTORS 

PERSONAL  AFFAIRS 

Dolls  and  toys  aren't  just  for  kids  these  days. 
A  lot  of  adults  collect  them— maybe  too  many. 

O  J.  Simpson 
dolls  are  not 


By  Christie  Brown 


Glen  Offield  has  over  4,000  Barbies,  some  worth  up  to  $4,000  each 
Many  survived  a  dollnapping  and  the  torching  of  his  house. 


As  A  toddler,  Glen  Offield  played 
with  Barbie  dolls  with  his  four  older 
sisters.  In  1984,  30  years  later,  he 
spotted  three  vintage  Barbies  at  a  Los 
Angeles  flea  marker.  On  a  whim,  he 
picked  them  up  for  $100.  When  a 
friend  told  him  that  they  were  worth 
triple  that  sum,  Offield,  now  a  44- 
year-old  graphic  artist,  became 
hooked  on  doll  collecting. 

Buying  and  trading  at  swap  meets, 


garage  sales  and  doll  shows,  by  1992 
Offield  owned  over  7,000  Barbies 
with  10,000  outfits.  Though  Offield 
hadn't  spent  more  than  $100  on  any 
piece,  his  collection,  he  says,  was  ap- 
praised at  over  $1  million — including 
24  of  the  first  Barbies  made,  in  1959. 
Recently  one  of  those  originals 
fetched  $4,100  at  the  McMasters 
Dolls  Auction  in  Cambridge,  Ohio. 
While  Barbies  were  his  prime  tar- 


get, Offield  had  also  acquired  8i 
G.I.  Joe  dolls  and  thousands  of  Shi 
ley  Temples,  Chatty  Cathys,  Lit) 
Kiddles,  and  Beany  and  Cecil  dol 
Offield  says  that  collection  was  wor 
another  $1  million. 

In  1992  his  collecting  adventur 
took  a  bizarre  turn.  While  away  of 
weekend,  he  lent  his  home  to  anotl 
man  who,  he  says,  stole  half  the  B 
bies  and  torched  Offield's  house 
cover  the  theft.  Detectives  found  t 
kidnapped  Barbies,  but  before  an  <| 
rest  could  be  made,  the  culprit  killc 
himself.  "He  had  a  buyer  for  them 
Japan,"  says  Offield.  Now  Offield 
suing  the  thief's  estate  for  $2  millk 
and  is  again  building  his  Barbie  colle 
tion.  Today  he  has  about  4,000  dolj 
Once  burned,  "I  have  them  stored 
different  places  now,"  says  Offield. 

As  Barbie  goes,  so  does  G.I.  Joj 
the  action  toy  that  debuted  in  196 
In  August  Christie's  in  New  York  he 
an  entire  G.I.  Joe  auction  that  packfl 
in  buyers  attired  in  everything  fro 
Armani  suits  to  military  fatigues.  Tlj 
top  lot,  a  prototype  of  a  1994  G 
Joe,  fetched  a  record  $5,750.  A 
though  Sotheby's  is  sitting  this  craj 
out  so  far,  Christie's  plans  to  hai 
Barbies  in  upcoming  sales. 

With  Barbie  prices  so  high,  forge 
is  becoming  a  big  problem.  Forgi 
take  a  beat-up  Barbie,  reroot  her  h 
repaint  her  face  and  put  on  new  legs 
get  premier  prices. 

Some  of  Barbie's  and  G.I.  Jo 
contemporaries  from  the  1960s  ; 
also  doing  well.  Especially  the  Idej 
Toy  Co.  versions  of  Superman,  Sp 
derman,  Wonder  Woman  and  Ideal 
Captain  Action  line  of  characters.  Tl 
prize  of  the  bunch  is  the  1967  Greq 
Hornet  doll,  which  now  sells  ft 
$6,000. 

James  Gallo,  17,  a  high  school  s« 
nior  in  Garden  City,  N.Y.,  concer 
trates  on  more  recent  toys.  He  hi 
become  such  a  pro  on  action  figure 
that  he  consults  for  Phil  Weiss,  a  td 
auctioneer  in  Oceanside,  N.Y.  Gallo 
bedroom  is  lined  with  500  actio 
figures — Star  Wars,  Transforms 
Star  Trek,  X-Men  and  Super  Poweri 
About  half  of  Gallo's  pieces  are  still  ii 
their  original  packaging,  becaus 
once  broken  out,  the  figures  lose  501 
to  90%  of  their  value. 

Stars  Wars  stuff  has  been  nsini 
lately,  on  news  that  three  more  St4 
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ars movies  are  due  out  after  1997. 
Original  Star  Wars  figures,  made  by 
:nner  Products  Inc.  from  1978  to 
85,  now  bring  up  to  $600  apiece, 
ley  originally  sold  for  about  $2. 
tllo  has  every  one  made — about 

0  in  all. 

Gallo  does  most  of  his  collecting  at 
</  shows  where  he  sets  up  tables  with 
;  father,  who  collects  toy  trains.  The 
«t  he  has  ever  paid  is  $400  for  a  12- 
:h  figure  of  the  Alien  movie  mon- 
r.  But  he  is  currently  negotiating  to 
y  Anakin,  Luke  Skywalker's  father, 
$500. 

Interested  in  collecting  toys  and 
lis?  As  with  every  collectible,  rarity 
d  condition  are  key.  The  rarest  of 

1  Star  Wars  are  pieces  that  were 
ide  strictly  for  the  foreign  market, 
ke  Yak  Face,  a  bit  player 

the  film,  distributed  only 
Europe.   Loose,  it  is 

>rth  $100  to  American 

Hectors;  mint  and  boxed, 

xins  $500.  Gallo  got  one 
trading  with  a  collector 
England  he  contacted 

"ough  a  trading  maga- 

le.  "In  general,  the  aliens 

;  worth  much  more  than 

:  humans,'"  he  says. 

Alien  dolls  are  certainly 

)re  predictable.  Dolls  of 

il  people  fluctuate  with 

:  stars'  fame — or  infamy. 

Timothy  Luke,  a  collect- 

es  specialist  at  Christie's, 

plains  this  ebb  and  flow 

prices.  He  says  he  was  a 

l  of  Pee  Wee  Herman's 

88  television  show.  Mat- 
made  a  line  of  Pee  Wee 

ures,  which  were  duds  at 

i  toy  stores  and  were 


quickly  discounted.  Luke  called  Mat- 
tel and  found  the  molds  were  broken 
and  no  more  would  be  made.  With 
nothing  to  lose,  Luke  bought  up 
about  30  Pee  Wees  for  as  little  as  $1 
apiece,  and  then  sat  back.  A  year  later 
scandal  erupted,  Pee  Wee's  TV  show 
was  canceled  and  the  toys  were  sud- 
denly hot.  But  not  for  long.  "A  ven- 
triloquist Pee  Wee  was  bringing  as 
much  as  $  1 ,000,  but  now  it's  down  to 
$200,"  says  Luke,  who  unfortunately 
didn't  sell  at  the  peak. 

Similarly,  O.J.  Simpson  dolls  are 
now  bringing  up  to  $300  at  toy 
shows.  Prior  to  the  slaughter  of  Simp- 
son's wife  and  her  friend,  they  sold  for 
$80.  After  the  trial,  who  knows? 

So  where  is  the  smart  money  going 
now?  The  pros  are  watching  the 
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G.I.  Joe  as  airman,  colonial  soldier,  in  modern  dress  uniform 
Sold  at  Christie's  for  $1,840,  $978  and  $1,150. 


Star  Wars  figures 
are  heating 
up  again 

Once  costing  $2, 
Luke  Sky  walker 
now  goes  for 
$250.  Yak  Face  and 
Boba  Fett  are 
now  worth 
$500  apiece. 
"In  general, 
aliens  are  worth 
much  more 
than  humans." 


Teenage  Mutant  Ninja  Turtles,  X- 
Men,  Batman  and  almost  forgotten 
TV  toys  including  Charlie's  Angels, 
Laverne  and  Shirley,  Donny  and  Ma- 
rie Osmond,  and  Mork  and  Mindy. 

What's  hot  and  what's  heating  up? 
Gallo  likes  the  new  batch  of  Star  Trek 
toys  made  by  Lewis  Galoob  Toys, 
Inc.,  which  now  sell  at  toy  stores  for 
about  $6  each. 

Stephen  Sansweet,  head  of  the  Los 
Angeies  bureau  of  the  Wall  Street 
Journal,  owns  close  to  750  Star  Wars 
figures.  Sansweet,  however,  thinks 
the  Star  Wars  market  is  overheated  for 
now.  "There  are  so  many  specula- 
tors," he  says. 

Offield,  the  Barbie  millionaire,  is 
acquiring  Mighty  Morphin  Power 
Ranger  figures,   made   by  Bandai 
America. 

Will  Power  Rangers  and 
other  contemporary  dolls 
be  the  Barbies  and  G.I.  Joes 
of  the  future?  A  lot  of  folks 
are  betting  on  it — perhaps 
too  many.  Collectors  now 
commonly  buy  three  of  ev- 
ery new  piece  that  comes 
onto  the  toy  shelves — one 
to  save  and  two  to  trade. 
When  today's  kids  become 
tomorrow's  nostalgia  col- 
lectors, there  could  still  be 
plenty  of  Power  Rangers 
available.  Cheap. 

To  find  dealers,  shows 
and  price  guides,  pick  up 
Toy  Shop,  by  Krause  Publi- 
cations in  Iola,  Wis.;  Action 
Figure  News  &  Toy  Review, 
published  in  Monroe, 
Conn.;  or  Action  Figure 
Digest,  by  Tomart  Publica- 
tions, Dayton,  Ohio.  MS? 
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FACES  BEHIND  THE  FIGURES 

EDITED  BY  RITA  KOSELKA 


The  daily 
entrepreneur 

Publisher  of  The  Boston 
Herald  since  1984,  Patrick 
Purcell  bought  the  paper 
from  his  boss  Rupert  Mur- 
doch last  February  for  a 
reported  $15  million.  Mur- 
doch wanted  to  focus  on 
his  television  stations  and 
was  eager  to  sell  the  paper 
to  his  protege. 

Purcell,  46,  moved 
into  his  old  boss1  office 
bubbling  with  ideas.  He's 
revamped  the  paper's  Sun- 
day edition,  dropping  the 
Sunday  magazine,  improv- 
ing its  TV  guide,  and  add- 
ing new  lifestyle  sections 
and  coupon  pages. 

During  the  week 
there's  more  local  sports 
coverage  and  profiles  of 
community  do-gooders 
Purcell  has  dubbed 
"Herald  Heroes."  Plus  a 
new  column  by  Killer 
Kowalski,  the  professional 
wrestler.  A  wrestling  col- 
umn? "Our  readers  love 
wrestling,"  Purcell  says 
matter-of-factly. 

Results?  The  new  Sun 
day  edition,  launched  last 
month,  has  had  a  21%  in- 
crease in  circulation.  Ad 
revenues  for  the  entire 
paper  so  far  this  fiscal  year 
are  running  15%  ahead  of 
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Publisher  Patrick  Purcell 


iast  year's  pace.  And  the 
Herald  is  holding  on  to 
its  54%  share  of  the  Boston 
classified  market  (Mon- 
day to  Saturday). 

Why  didn't  he  make 
these  changes  under  Mur- 
doch? "I  didn't  have  the 
nerve  to  push  for  dropping 
the  Sunday  magazine 
with  Rupert,"  he  explains. 
"But  since  the  purchase, 
we've  had  real  creative  en- 
ergy flowing  around  the 
building.  We  said  we've  got 
to  make  a  go  of  this. 
We've  got  to  try  something 
new.  What  do  we  have  to 
lose?" 


Board  play 

Up  until  now,  Bill 
Gates'  seven-member  Mi- 
crosoft board  has  consist- 
ed only  of  people  with 
close,  historical  ties  to  the 
company.  But  in  August 
Gates  surprised  everyone 
by  asking  recently  retired 
Hewlett-Packard  execu- 
tive Richard  Hackborn  to 
join.  Hackborn,  57,  was 
responsible  for  making  hp 

Microsoft's  Richard  Hackborn 


Vindication  with  style 

EVERYBODY  figured  de-  on  very  solid  ground:  Fir 

half  sales  were  up  1 5%,  t( 
$188  million,  and  cash  fl< 
improved  14%,  to  $9.2 
million.  The  glitches  in 
Karan's  high-priced 
1  i ne — wh ich  e x pe rie need 
delivery  delays  earlier  thi 
year — have  been  worked 
out.  International  sales, 
including  boutiques  in 
London  and  Geneva,  are 
expanding  at  25%  a  year 
and  now  account  for  25% 
of  sales.  The  menswear  at 
beauty  divisions  should 
break  even  next  year. 

So  last  month  Karan 
and  Weiss  spent  a  week 
white-water  rafting  in 
Idaho.  "Donna  ran  into  a 
bear  and  ended  up  with  a 
mouse  in  her  sleeping  baj 
one  night,"  says  Weiss. 
"But  that  was  fine.  All  we 
wanted  to  do  was  avoid 
people." 


signer  Donna  Karan  was 
dead  in  the  water  last  year 
when  she  had  to  withdraw 
her  $160  million  public 
offering  amid  rumors  of  a 
rift  with  her  financial 
partners  and  operating  dif- 
ficulties at  the  firm.  Un- 
founded media  trashing, 
Karan  contends.  Then 
she  and  her  husband/co 
chief  executive  Stephan 
Weiss  had  to  fire  David 
Golden,  their  recently 
hired  chief  financial  offi- 
cer— suing  him  for  gross 
negligence  and  sexual  ha- 
rassment. Golden  coun- 
tersued,  alleging  that  Karan 
and  Weiss  were  cooking 
the  books. 

The  lawsuits  are  still 
pending,  but  Ernst  & 
Young  has  just  complet- 
ed an  internal  audit  that 
says  Karan's  accounts  are 


j  Donna  Karan 
3  and  her  husband, 
f  Stephan  Weiss 


the  world's  largest  seller 
of  computer  printers. 

What  can  Hackborn 
bring  to  the  party?  He 
knows  how  to  succeed  in 
the  cutthroat  commodity 
end  of  the  hardware  busi- 
ness and  how  to  maintain 
an  entrepreneurial  envi- 
ronment within  a  corporate 
behemoth.  These  are 
skills  becoming  increasing- 
ly handy  at  Microsoft. 

Possible  conflict: 
Hackborn  also  sits  on  hp's 


board.  Although  the  two 
don't  compete  directly, 
Microsoft  will  be  compe- 
tition for  Taligent,  an  ad- 
vanced business  software 
company  jointly  owned  b] 
HP,  Apple  and  IBM.  Hack 
born  insists  he  would  step 
out  of  the  room  if  the  HP 
board  discussed  Taligent. 
What  if  Microsoft  wanted 
to  get  into  printers?  "I'd  b 
off  their  board  tomorrow 
morning,"  he  says. 

-James  SamuhlsqI 
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For  Your  Next  Meeting,  Aim  a  Little  Higher. 


Deep  in  the  Southern  Rockies  lie  two  hundred  and  fifty  spectacular  square  miles 
known  as  Forbes  Trinchera.  Its  tallest  peak  reaches  14,345  feet  into  the  Colorado  sky,  and  its 
mountains  sweep  down  into  valleys  as  green  and  fertile  as  a  Kentucky  meadow. 

This  historic  tract  of  land  was  bought  by  publisher  Malcolm  S.  Forbes  in  1969  as 
a  natural  escape  to  a  place  far  from  Wall  Street  and  corporate  stress.  It  is  this  aspect  of  this 
wonderful  land  that  the  Forbes  family  have  decided  to  share  with  like-minded  colleagues. 

The  buildings  of  Forbes  Trinchera  have  been  remodeled  to  provide  superb 
accommodation,  but  it  is  still,  essentially,  a  ranch. 

Whilst  there,  you  can  ride  the  land  on  horseback,  or  on  trail-bike.  You  can  fly-fish  on  its  miles 

of  streams,  or  hike  its  thousands  of  trails.  You  will  have  special  rights  at  a  nearby 
golf  and  swimming  club,  or  you  can  shoot  skeet  until  every  clay  looks  as  big  as  a  house. 
And,  when  there's  work  to  be  done,  our  main  conference  room  can  seat  up  to  sixty. 

However  you  choose  to  use  it,  Forbes  Trinchera  will  provide  a  lookout  point  from  which  to  view 
the  world.  Two  hundred  and  fifty  square  miles.  Fifty  staff.  Mountains.  Valleys.  Lakes.  Streams. 

Call  1-800-FORBES-5,  and  allow  us  to  tell  you  more. 

Forbes  Trinchera  Ranch 

A  Forbes  Executive  Retreat 


WHY  ADD  THIS  EGG 
TO  YOUR  MIX? 


Very  Simple... 

It  works.  And  it  works  hard  and  efficiently. 
Just  ask  Fidelity,  Dreyfus,  Templeton  and 


other  top  advertisers  who  are  now  reaching 
two  million  affluent  suburban  households 
each  month  with  NEST  EGG  magazine. 

Distributed  through  local  suburban  newspapers 
with  the  most  exacting  zip  code  screening, 
NEST  EGG  delivers  a  comprehensive  package 
of  timely  and  relevant  information  geared 
to  the  financial  demands  of  high 
net  worth  individuals  coast-to-coast. 

We're  fast  becoming  a  regular  reading  habit 
along  with  local  community  news.  What's 
more,  we're  drawing  to  our  pages  a  select 
audience  of  affluent  men  and  women 
who  have  both  the  means  and  desire  to 
invest  for  their  long-term  financial  security. 
These  are  your  best  customers  and  prospects. 


So  crack  open  a  copy  of  NEST  EGG  today... 

We're  an  essential  ingredient  to  your  marketing  mix. 


Nest 


TWO  MILLION  HOUSEHOLDS  STRONG  AND  GROWING 

New  from  Investment  Dealers'  Digest 
Contact  Rick  Norris,  Publisher  at  (212)  432-2584 


THE  FORBES/ BARRA  WALL  STREET  REUIEW 

BY  JOHN  H.  CHRISTY  ~1 


[ichael  Price,  who  runs  the  Mutual 
;ries  funds,  seeks  out  stocks  with 
rong  fundamentals  that  could  also 
;  takeover  candidates.  One  company 
lat  interests  Price  is  American  Ex- 
•ess,  which  trades  at  1 1  times  earn- 
gs.  "•American  Express'  financial 
rvices  division,  IDS,  makes  the  com- 
iny  attractive  to  suitors,"  says  Price, 
ho  also  thinks  AmEx  made  a  smart 
rategic  move  in  last  month's  acquisi- 
Dn  of  Thomas  Cook,  a  large  corpo- 
te  travel  agency.  One  way  or  anoth- 
,  Price  expects  American  Express 
ecent  price,  3IV2)  to  rise  by  as  much 

50%  over  the  next  12  months. 
Also  on  Price's  radar  screen:  Litton 
idustries,  priced  at  5  times  cash  flow 
Let  income  from  operations  plus  de- 
eciation).  Price  thinks  a  recent 
dgment  against  Honeywell  is  worth 
ore  than  $10  per  Litton  share. 
With  the  consolidation  taking  place 

the  defense  industry,"  adds  Price, 
Litton  is  ideal." 


Special  focus 


^icky  investors  may  be  waiting  for  the  Dow 
o  fall  to  2500,  where  it  would  be  priced  at  a 
listorically  normal  price/earnings  ratio  of 
13  times  annual  earnings,  or  for  Treasury 
•>ond  yields  to  hit  9%  (versus  today's  7lh%) 
before  investing.  In  the  meantime,  the  eight 
noney  market  funds  below  yield  4.6%  on 
tverage  and  have  low  expense  ratios. 

Haven  for  nervous  investors 


The  overall  market 


Fund 

7-day 
yield 

Annual 
expenses* 

Aetna  MM 

4.6% 

$0.19 

Aiger-MM 

4.7 

0.32 

Dreyfus  Basic  Govt  MM 

4.8 

0.16 

Dreyfus  Basic  MM 

4.7 

0.14 

FundTrust-Money  Trust 

4.6 

0.32 

Pac  Horizon-Prime  Value 

4.6 

0.20 

Fidelity  Spartan  MM 

4.5 

0.39 

Westcore-MM 

4.5 

0.21 

*Per  $100,  some  expenses  waived. 
Source:  IBC/Donoghue.  Inc. 
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The  Barra  All-US  price  index  as  of  9/15/94 

Market  value:  $5,242.8  billion 
P/E:  21.0 

P/E  minus  negative  EPS:  16.3 
Price/book:  2.7 
Yield:  2.4% 


12-month  closeup 

„qm     auBarra  index 
^  i>uu     «u200-day  moving  average 


'85     '86  '87 


'89     '90     '91     '92     '93  '94 
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Closeup  on  the  market 


%  change  from 


Index  or  investment 

2-week  change 

1  year  ago 

5-year  high 

Barra  All-US  index 

0.6  % 

0 

3.1% 

-2.5% 

S&P/Barra  Growth  index 1 

1.1 

1 

9.1 

0.0 

S&P/Barra  Value  index 

-0.3 

t 

2.9 

-1.9 

Dow  Jones  industrials 

1.3 

1 

8.9 

-0.6 

S&P  500 

0.3 

1 

3.3 

-1.5 

NYSE 

0.2 

2.5 

-2.3 

Nasdaq 

2.6 

■ 

5.3 

-3.1 

Amex 

1.3 

1 

1.3 

-5.8 

EAFE' 

-1.8 

■ 

9.2 

-1.5 

CRB  futures  index45 

-1.7 

■ 

6.8 

-9.8 

Gold  (Comex  spot) 

-12.6  ■ 

-4.1 

-19.9 

Yen '(per  $US) 

-0.3 

1 

-4.5 

-38.0 

Oil 5  (W  texas  Intermediate) 

-4.3 

-0.6 

-59.4 

The  best  and  worst  performing  stocks 


The  best  and  worst  performing  industry  factors7 


2-week 

1994 

2-week 

1994 

Best 

Price 

change 

EPS6 

Worst 

Price 

change 

EPS8 

Heartland  Wireless  Commun 

15  i/2 

59% 

NA 

Structural  Dynamics  Res 

4V8 

-39% 

$0.54 

Western  Co  No  America 

17  5/g 

57 

$0.50 

Performance  Food  Group 

15  Vg 

-35 

1.06 

CompUSA 

125/8 

53 

0.27* 

Octagon 

8i/2 

-34 

NA 

Xyplex 

27  3/4 

52 

1.48 

Walker  Interactive  Sys 

6  3/4 

-28 

0.54 

General  DataComm  Inds 

29V8 

45 

-0.09 

20th  Century  Inds 

93/4 

-24 

-6.15  | 

2-week 

Since 

2-week 

Since 

Best 

change 

12/31/93 

Worst 

change 

12/31/93 

Photographic,  optical 

7.0% 

5.3% 

Airtransport 

-8. 1  % 

-22.3% 

Beverages 

6.0 

-1.4 

Electric  utilities 

-4.8 

-16.7 

Business  equip 

2.9 

5.3 

Forest  products 

-4.3 

-9.6 

Aluminum 

2.4 

19.9 

Railroads 

-2.8 

-7.2 

Retail 

2.4 

4.0 

Tire  &  rubber 

-2.8 

-13.4 

Data  for  period  ending  9/15/94.  The  Barra  All-US  price  index  consists  of  all  publicly  traded  common  U.S.  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  trading  on 
markets.  ADRs,  REITs  and  closed-end  funds  are  excluded.  1  Total  return  of  a  portfolio  of  more  than  150  large-capitalization  stocks  that  has  high  historical  earnings  growth  and  has  predicted  above-average 
ings  growth.  2 Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  pnce-to-earnings  ratios.  'A  dollar-denominated  capitalization-weighted 
x  of  more  than  1,000  stocks  from  Europe,  Australia,  New  Zealand  and  the  Far  East.  Source:  Morgan  Stanley  Capital  International  Perspective.  '  Index  of  21  commodity  futures.  5  Source:  Knight-Ridder 
ncial  Publishing.  6Estimate.  Source:  IBES,  Inc.  'Shows  return  to  the  industry  factor  after  controlling  for  other  influences,  including  company  size,  value  and  growth  characteristics.  Multi-industry  firms  have 
'ortional  contributions  in  two  or  more  groups.  '1995  estimate.  NA:  Not  available.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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THE  rUBBES/lpcS  REPORT  ON  EARNINGS  FORECASTS 

BY  STEVEN  RAMOS 


S&P  500  P/E*  vs.  Aaa  bondst 


93  '94 


*S&P  500  P/E  is  the  recent  price  of  the  S&P  500 
divided  by  estimated  earnings  over  the  next  12 
months.  tActual  and  projected  price-to-coupon 
ratio  for  Moody's  Aaa  corporate  bond  index. 


IBES  estimate  revisions  index 

S&P  500  estimate  increases  to  decreases 


1.50 


1.00 


0.50 


0.00 
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Forecasting  the  S&P  500 


Year 

Estimated 
P/E 

%  change 
current  est 
vs.  3  months  ago 

Expected 
year-to-year 
EPS  growth 

1993 

17.0 

NA 

17% 

1994 

14.9 

0.5% 

16 

1995 

12.7 

0.8 

18 

1994  estimates  for  IBES  industry  groups 

Rising  estimates  Falling  estimates 


nonferrous  metals 
recreational  vehicles 
computers 
automobiles 
software 


investment  cos 
trucking 
home  building 
steel 

truck  mfg 


■ 


Despite  signs  of  an  impending  economic  slowdown, 
corporate  earnings  are  still  gaining  handsomely,  and  Wall 
Street  analysts  expect  the  trend  to  continue.  The  current 
forecast  from  IBES,  Inc.  calls  for  1994  profits  of  the  S&P  500 
to  be  $31.52  before  writeoffs,  a  16%  gain  from  1993.  For 
1995  an  18%  gain,  to  $37.13,  is  predicted. 

"A  lot  of  people  don't  believe  the  1995  number,"  says 
Richard  Pucci,  senior  vice  president  of  the  IBES  database, 
"but  when  you  break  down  the  earnings  gains,  they  point 
to  Ford,  GM,  Chrysler,  big  oil  companies,  banks  and 


companies  like  Philip  Morris  and  General  Electric  that 
still  in  the  bullish  stage  of  an  advanced  earnings  cycle, 
big  gains  are  not  unreasonable." 

Although  earnings  estimates  are  falling  for  the  th 
home  building  stocks  (Centex,  Kaufman  &  Broad  a 
Pulte  Corp.)  represented  in  the  S&P  500,  the  30  ho 
builders  that  IBES  tracks  sell  for  an  average  of  only  eij 
times  estimated  1995  earnings.  One  of  the  cheapest  is 
Chicago  area's  Sundance  Homes,  with  an  estimated  19 
P/E  of  4. 4. 


Who's  hot 


Greatest  increase  in  estimates  over  the  past  three  months 


1993 

 1994  EPS  estimate  - 

3-month 

Company/industry 

EPS 

recent 

3-month  change 

P/E 

price  change 

Reason 

Lyondell  Petrochemical/chemicals 

$0.22 

$1.52 

42% 

21 

22% 

Higher  prices  for  ethylene  and  methanol 

IBM/computers 

-0.08 

4.09 

36 

17 

7 

Improved  sales  of  mainframe  computers 

Cheasapeake/forest  prods 

0.28 

1.33 

35 

25 

26 

Product  pricing  and  productivity  gains 

Georgia  Gulf/chemicals 

1.01 

2.05 

30 

18 

9 

Rising  chemical  prices  and  increases  in  volume 

Alcoa/aluminum 

0.74 

1.58 

29 

53 

13 

Lower  costs  and  increased  sales  of  fabricated  product; 

Who's  not 


Greatest  decrease  in  estimates  over  the  past  three  months 


Company/industry 

Western  Gas  Res/natural  gas 

Bethlehem  Steel/steel 

SLM  Intl/toys,  sporting  goods 

Ben  &  Jerry's/ice  cream 

Amtech/electronic  identification 


1993 
EPS 

$1.32 

0.41 

0.43 
1.02 
1.10 


 1 994  EPS  estimate   3-month 

recent  3-month  change  P/E  price  change  Reason 

$0.51  -58%  43  -20%  Decline  in  natural  gas  prices,  higher  interest  costs 

0.65  -49  35  8  Higher  costs  related  to  modernization 

0.66  -41  14  -33  Increased  competition  in  the  toy  business 

0.51  -40  29  -15  Higher  marketing  and  selling  expenses 

0.53  -38  18  -38  Increases  in  research  and  development  costs 


Note:  Listed  companies  have  a  market  capitalization  of  $100  million  or  more.  Earnings  projections  are  Wall  Street  consensus  estimates  from  3,000  security  analysts  compiiec 
IBES,  Inc.  Aaa  bond  yield  forecasts  supplied  by  Blue  Chip  Economic  Advisors.  NA:  Not  applicable. 
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EDITED  DY  JASON  ZWEIG 


ie  First  Philippine  Fund  has  performed  spectacularly 
the  past  year— yet  still  sells  well  below  net  asset  value. 

fhrilla  in  Manila 


Mary  Beth  Grover 

FICIENT  MARKET?  First  Philippine 
nd's  net  asset  value  has  shot  up  70% 
:r  the  past  year,  but  First  Philippine 
des  on  the  New  York  Stock  Ex- 
mge  at  a  sickly  21%  discount  to  the 
lie  of  its  portfolio.  Why  hasn't  this 
ctacular  performance  been  better 
ognized  by  investors? 
'Americans  have  a  distorted  per- 
>tion  of  the  Philippines,"  says  Ro- 
to Ticzon,  43,  who  has  run  the 
;-year-old,  $230  million  fund  since 
ie.  "They  only  remember  the  sev- 
attempted  coups  d'etat,  the  1991 
canic  eruption  of  Mount  Pina- 
>o,  the  power  shortages."  He 
y\\t  have  added:  or  Imelda  Marcos' 
100  pairs  of  shoes. 
Americans  may  not  realize,  says 
:zon,  that  things  have  started  going 
tit  in  these  distant  and  potentially 
i  islands.  On  a  recent  six-week  trip 
Manila,  he  experienced  no  power 
ckouts — down  from  some  ten 
ars  per  day  as  recently  as  a  year  ago. 
e  economy  grew  2.5%  last  year 
tr  being  flat  in  1991.  Political  un- 
t?  A  former  communist  leader  now 
is  a  brick  company.  "He's  even 
ping  the  government  convince  his 
mer  comrades  to  come  down  from 

hills,  give  up  their  arms  and  set  up 
iinesses,"  says  Ticzon. 
rhe  fund  may  be  even  cheaper  than 
ooks.  The  Philippine  government 
tricts  foreign  buying  of  local  secu- 
es.  But  Ticzon's  fund,  overseen  by 

Filipino  dynamos  Lilia  and  Leo- 
do  Clemente  of  New  York- based 
:mente  Capital  (Forbes,  Apr.  3, 
§9),  has  a  coveted  trust  arrange  - 
nt  with  a  local  bank  that  allows  the 
id  to  purchase  shares  set  aside  for 
als.  These  Class  A  shares  are  often 
:aper  than  the  foreign  B  shares, 
e  fund  can  buy  both  and,  in  fact,  for 
ne  stocks,  switches  back  and  forth 
ween  the  two — buying  A's  when 
:  discount  is  abnormally  wide,  and 


Roberto  Ticzon,  First  Philippine  fund  manager 
Time  to  forget  the  attempted  coups. 


B's  when  the  discount  is  narrow. 

What  happens  if  and  when  the  Phil- 
ippine government  repeals  ownership 
restrictions  on  A  shares?  If  foreign 
capitalists  responded  by  putting  a 
flood  of  new  money  into  the  cheap  A 
shares,  the  B's  might  hold  up  in  value 
while  the  A  discounts  disappear.  That 
would  provide  an  immediate  16% 
boost  to  the  fund's  net  asset  value.  Of 
course,  there  is  no  guarantee  this  will 
happen;  B's  might  come  down  while 
the  A's  climb  a  bit,  leaving  no  wind- 
fall. Still,  it's  hard  to  imagine  how  the 
share  class  aberration  could  end  up 
hurting  the  fund. 

The  fund  has  20%  of  assets  in  the  A 
shares  of  food  and  beverage  giant  San 


Miguel  Corp.,  which  trade  at  a  27% 
discount  to  the  B  shares.  First  Philip- 
pine also  has  heavy  positions  in  Philip- 
pine Long  Distance  Telephone  and 
Manila  Electric. 

Combined,  San  Miguel  and  the 
two  utilities  account  for  half  the 
fund's  assets — a  heavy  concentration 
but  almost  inevitable  in  a  smallish 
market  ($48  billion  capitalization) 
dominated  by  these  three  stocks. 

With  just  1.6  phones  installed  per 
100  Filipinos,  Ticzon  thinks  the 
phone  company  is  in  for  a  long  boom. 
He  expects  San  Miguel's  earnings  to 
be  up  40%  this  year  as  consumer 
spending  improves.  With  blackouts 
under  control,  he  figures  Manila  Elec- 
tric is  a  buy;  he  thinks  earnings  will 
more  than  double  this  year. 

He  is  hedging  his  Philippine  Long 
Distance  with  Liberty  Telecom, 
which  markets  a  crude  variety  of  cellu- 
lar using  a  walkie-talkie-type  phone. 
Ticzon  picked  it  up  at  17  times  his 
estimate  of  next  year's  earnings  and 
expects  earnings  to  grow  45%  annual- 
ly over  the  next  five  years. 

Other  favorites:  Ayala  Land,  which 
owns  a  vast  chunk  of  prime  real  estate 
in  Manila;  Metro  Bank,  the  country's 
second-largest  bank;  and  Manila 
Mining,  one  of  the  world's  lowest- 
cost  gold  producers. 

Is  the  Philippine  market  still  cheap? 
Probably  not.  It  doubled  in  the  sec- 
ond half  of  1993,  although  it  has  gone 
nowhere  this  year.  The  fund  lagged  its 
market  benchmark  during  this  bull 
period,  as  it  usually  does  (conversely, 
it  tends  to  beat  the  market  during 
bearish  times). 

Ticzon  concedes  that  at  25  times 
1994  earnings,  the  Manila  market 
isn't  a  screaming  bargain,  but  he  ex- 
pects profits  to  rise  35%  this  year, 
which  would  bring  the  multiple  to  a 
more  reasonable  level. 

The  downside?  The  Philippine 
peso  could  devalue  by  5%  to  10%, 
eating  into  returns.  As  with  almost 
any  foreign  fund,  expenses  (1.8%  of 
assets  annually)  are  high.  At  nearly 
30%  of  assets,  unrealized  capital  gains 
could  create  a  future  tax  liability  for 
new  buyers.  And,  of  course,  there 
could  always  be  more  natural  or  polit- 
ical disasters. 

But  no  risks,  no  rewards.  First  Phil- 
ippine may  be  the  cheapest  way  to  the 
Pacific  Rim.  Hi 
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THE  FUNDS 


Having  trouble  keeping  up  with  a  newsletter's 
recommendations?  You  can  try  a  fund 
that  follows  the  newsletter's  own  advice. 

The  fundits 


By  Eric  S.  Hardy 

Like  the  mutual  fund  industry,  the 
investment  newsletter  business  is 
growing.  There  are  well  over  100 
financial  newsletters — of  which  no 
fewer  than  half  are  dedicated  to  mutu- 
al funds.  Some  of  these  pundits  have 
even  become  fundits,  running  mutual 
funds  that  follow  strategies  similar  to 
those  in  their  own  newsletters. 

Given  a  choice,  should  you  follow 
the  newsletter's  advice  running  your 
own  portfolio,  or  should  you  buy  the 
newsletter's  affiliated  mutual  fund? 
Depends  on  your  tastes.  If  you  rate  it 
more  a  chore  than  an  avocation  to 
handle  your  investments,  the  fund  is 
definitely  the  way  to  go.  If  you  enjoy 
talking  to  your  broker  and  the  thrill  of 
the  buy-and-sell,  the  do-it-yourself 
approach  is  more  fun  and  will  proba- 
bly save  you  some  money. 

A  $125  annual  subscription  to  a 
newsletter  is  the  equivalent  of  a  bar- 
gain 0.13%  annual  expense  ratio  on  a 
fund  in  which  you  have  invested 
$100,000.  Typical  expense  ratios  for 
funds  run  by  newsletter  editors  are  ten 
times  as  high.  If  the  newsletter  has  a 
high  turnover,  however,  some  of  its 
cost  advantage  will  be  lost  in  stock 
trading  commissions.  Fund  managers 


pay  lower  commissions  than  you  do. 

Trading  costs  could  be  huge  in  the 
unlikely  event  that  you  tried  to  pre- 
cisely follow  a  newsletter's  advice. 
The  Zweig  Forecast,  for  instance,  rec- 
ommends 80  long  or  short  positions. 
Even  an  investor  with  a  $1  million 
equity  portfolio  would  end  up  with 
only  about  $12,500  worth  of  each 
recommendation — creating  such  odd 
lots  as  3 1 5  shares  of  Cummins  Engine 
or  351  shares  of  Ashland  Oil.  (Which 
is  why  letter-tracking  Forbes  colum- 
nist Mark  Hulbert  says  the  top-per- 
forming Zweig  letter  isn't  suitable  for 
small  investors.  See  his  column, 
Forbes,  Aug.  29.) 

Following  editor  Martin  Zweig's 
advice  would  subject  investors  to 
portfolio  turnover  of  200% — mean- 
ing the  average  stock  sticks  around  for 
just  six  months.  With  80  recommend- 
ed positions,  that  works  out  to  about 
one  trade  per  business  day.  A  lot  of 
time  to  spend  with  your  broker. 

If  you  like  Zweig's  ideas  but  are  not 
in  the  several-million-dollar  class,  you 
are  probably  better  off  in  his  Zweig 
Fund,  a  $500  million  closed-end  list- 
ed on  the  New  York  Stock  Ex- 
change— even  though  it  commands 


an  8.2%  premium  to  net  asset  vz 
and  has  an  expense  ratio  of  1 .23% 

Good  as  Zweig  is,  there's  no  ch 
way  to  follow  him.  Following 
newsletter  involves  hefty  comr 
sions  and  constant  attention;  buy 
his  fund  involves  a  premium  and  m 
agement  fees.  In  performance, 
closed-end  fund  and  the  letter 
almost  neck-and-neck.  According 
Hulbert's  Fiulbert  Financial  Di£ 
the  Zweig  Forecast  returned  8%  cc 
pounded  annually  for  the  five  yc 
ended  July  31.  (In  calculating  t 
figure,  Hulbert  assumes  broker 
commissions  totaling  2%  round-tr: 
The  Zweig  Fund,  meanwhile,  de 
ered  8.7%.  Though  the  overall  mar 
returned  9.1%,  Zweig  achieved 
results  with  less  risk. 

Charles  Allmon  is  a  gifted  st< 
picker  who  has  egg  all  over  his  f 
from  being  stubbornly  bearish  dur 
a  rise  of  several  thousand  points 
the  Dow  Jones.  But  because  he  is  si 
a  good  picker,  his  newsletter  has  i 
done  too  badly.  A  subscription  to 
Growth  Stock  Outlook  newslel 
($195  per  year)  allows  you  to  track 
ultrabearish,  low-risk  portfolio  ti 
has  returned  5.3%  compounded 
nually  over  the  past  five  years.  1 
closed-end  Charles  Allmon  Trus 
which  mimics  his  newsletter  port 
lio — has  returned  a  similar  5.79) 
year.  It  lately  traded  on  the  nyse  at 
8.7%  discount.  Expense  ratio,  1.35 

The  newest  fundit  is  Louis  Nav 
Her,  publisher  of  the  excellent  ill 
Review  newsletter.  His  3%  maximn 
load  open-end  Navellier  Series  Fun 
launched  in  April,  is  a  high-risk,  sm; 
company  fund  based  on  Navellie 
investment  approach.  Over  the  p 
five  years  the  markets  have  be 
friendly  to  Navellier's  style;  his  ne\ 
letter  has  gained  an  impressive  17. 
compounded  annually. 

But  the  newsletter  hedges  some 
its  small -stock  bets  with  bigger  co] 
panies,  while  the  fund  is  restricted 
stocks  with  market  values  of  no  mc 
than  $1  billion.  At  around  100% 
year,  the  fund's  turnover  will  be  thj 
times  that  of  mpt  Review.  And  the 
million  fund's  annual  expenses  i 
projected  to  be  steep,  about  1.75% 

Buy  the  fund?  Or  follow  the  letti 
It's  like  furniture.  The  kit  will  save  y 
some  money,  but  the  assembled  v< 
sion  will  save  you  a  lot  of  time.  I 


Newsletters  versus  mutual  funds 


Newsletter 

Performance 

Annual 

Affiliated 

Performance 

Expense 

3-yr 

5-yr 

subscription  fund 

3-yr 

5-yr 

ratio 

Fund  Exchange 

8.5% 

8.5% 

$125 

Merriman  Asset  Allocation 

6.5% 

6.4% 

1.52 

Growth  Stock  Outlook 

3.1 

5.3 

195 

Charles  Allmon  Trust 

4.4 

5.7 

1.35 

MPT  Review 

1.8 

17.8 

225 

Navellier  Series  Fund 

_* 

1.75t 

Personal  Finance 

5.6 

7.6 

59 

Leeb  Personal  Finance 

_* 

1.50 

Value  Line  Inv  Survey 

11.8 

12.8 

525 

Value  Line  Centurion1 

8.3 

11.8 

0.61 

Zweig  Forecast 

6.7 

8.0 

265 

Zweig  Fund 

7.9 

8.7 

1.25 

S&P  500  Index 

8.8 

9.1 

8.8  9.1 

Note:  3-year  and  5-year  performances  are  annualized  through  July  1994.  *Nct  in  operation  for  full  period, 
commenced  operations  on  Apr,  1,  1994.  'Variable  annuity  available  through  Guardian  Investor  Services. 
Sources;  CDA/Weisenberger:  Hulbert  Financial  Digest;  Upper  Analytical  Services. 
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Broadaflifour  Horizons 
With  International 
Diversification. 


Benefit  from  an 
International  Perspective. 

\Tot  all  markets  move  in  the  same  direc- 
ion  at  the  same  time.  That's  why  it  is 
generally  recommended  that,  depending 
m  your  long-term  goals  and  tolerance 
br  risk,  you  invest  from  10%  to  40%  of 
^our  portfolio  in  international  invest- 
nents.  The  reason:  diversifying  abroad 
:an  help  protect  your  portfolio  against 
he  effects  of  wide  swings  in  any  one 
narket  and,  over  time,  may  actually 
ower  your  overall  risk. 


\dd  the  Potential 
for  Higher  Returns. 

3ver  the  last  decade,  many  foreign  mar- 
kets have  outperformed  our  own.1  And 
when  you  consider  the  prospects  for 
economic  growth  abroad,  the  long-term  potential  of 
nternational  investing  becomes  clear.  Of  course,  in- 
ernational  investing,  especially  in  emerging  markets, 
nvolves  greater  risks  when  compared  to  U.S.  investing, 
3ut  it  can  offer  greater  potential  rewards? 


Fidelity's  International  Funds 

Broadly  Diversified 
Fidelity  Diversified 
International  Fund 
Fidelity  International  Growth  & 
Income  Fund 
Fidelity  Overseas  Fund 
Fidelity  Worldwide  Fund 
Regional/Single  Country 
Fidelity  Canada  Fund 
Fidelity  Europe  Fund 
Fidelity  Europe  Capital 
Appreciation  Fund 
Fidelity  Japan  Fund 
Fidelity  Pacific  Basin  Fund 

 Aggressive  

Fidelity  Emerging  Markets  Fund 
Fidelity  Latin  America  Fund 
Fidelity  Southeast  Asia  Fund 
Fixed  Income 


Fidelity  Global  Bond  Fund 
Fidelity  New  Markets 

Income  Fund 
Fidelity  Short-Term 
World  Income  Fund 


Choose  a  Leader  with 
International  Presence. 

When  you  decide  to  invest  internationally, 
Fidelity  can  provide  what  you  need:  more 
than  a  quarter  century  of  international 
presence  with  an  established  network  of 
offices  worldwide,  staffed  by  nationals. 
Our  more  than  200  researchers  work  to 
select  the  right  investment  opportunities 
based  on  up-close,  in-depth  knowledge. 

Get  the  Facts  for  Free. 

Fidelity  offers  a  wide  variety  of  international 
stock  and  bond  funds.  To  help  you  make 
your  own  best  equity  fund  decisions,  we've 
designed  an  easy-to-read  informative  guide, 
Investing  In  International  Stock  Funds. 
It's  available  as  a  booklet  or  interactive 
computer  disk  for  DOS  and  Macintosh 
AA'fivi^r-—-      computers.  Gill  today  for  your 
Gt^fe7,^7    free  copy.  And  broaden  your 
investing  horizons. 


Visit  a  Fidelity  Investor  Center  or  Call  24  Hours 

1-800-544-3925 


Fidelity 


Investments* 


organ  Stanley  Capital  International  national  indices,  10  years  ended  1 2/3 1/93.  'The  risks  of  international  investing  include  political  and  economic  uncertainties  of  foreign 
untries,  as  well  as  currency  risk.  For  more  complete  information  on  any  Fidelity  international  fund,  including  charges  and  expenses,  call  for  a  free  prospectus.  Read  it  carefully 
fore  you  invest  or  send  money.  Yield,  share  price  and  return  will  vary,  and  you  may  have  a  gain  or  loss  when  you  sell  your  shares.  Fidelity  Distributors  Corporation. 


DONT  MISS  NEW  YORK'S 
ONLY  "6  STAR"  LUNCH! 


The  1994  AAF  Hall  of  Achievement  Awards. 

ON  MONDAY,  NOVEMBER  7$$,  THE  AMERICAN  ADVERTISING  FEDERATION  WILL  HONOR  SIX 
YOUNG  PROFESSIONALS  FOR  THEIR  OUTSTANDING  ACHIEVEMENTS  IN  THE  ADVERTISING  INDUSTRY. 

Kirk  Citron,  Citron  Haligman  Bedecarre  •  Lee  Garfinkel,  Lowe  &  Partners/SMS  •  Scott  Kurnit,  Prodigy  Services  Co. 
William  J.  Ludwig,  Lintas  Campbell-Ewaid  •  Nora  McAniff,  People  Weekly  •  Wenda  Harris  Millard,  SRDS 

You  won't  want  to  miss  this  very  special  luncheon  being  held  in  the 
Grand  Ballroom  of  The  Plaza  Hotel.  The  prices  $75.00  per  person  (AAF  members); 
$100.00  per  person  (non  members).  Tablesjfor  ten  are  available.  Reserve  now! 
Please  contact  Marybef  C  jnnelly  at  1-800-999-2231. 
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If  you  think  the  bond  market  is  settling  down, 
bet  on  junk.  It  should  outperform  Treasurys. 

Bonds  for  a 
quieter  market 


BY  DAVID  P.  GOLDMAN 


David  P.  Goldman  is  a  managing 
director  in  Bear,  Stearns  &  Co.'s 
Financial  Analytics  & 
Structured  Transactions  Group. 


In  the  june  20  issue  of  Forbes,  I 
urged  investors  to  buy  callable  corpo- 
rate bonds  and  mortgage -backed  se- 
curities. These  investments  offer 
higher  yield  than  Treasurys  to  com- 
pensate for  the  risk  that  a  drop  in 
interest  rates  might  cause  them  to  be 
called.  In  volatile  market  conditions, 
like  the  ones  we  saw  between  Febru- 
ary and  May,  callable  bonds  do  badly. 
As  markets  began  stabilizing  in  late 
May,  non-Treasury  bonds  outper- 
formed Treasurys  in  both  market 
price  and  yield. 

So  far,  so  good.  Since  my  recom- 
mendations were  published  in  early 
June,  Ginnie  Maes  have  edged  a  quar- 
ter of  a  point  ahead  of  seven-year 
Treasurys  in  total  return. 

Now  what?  With  market  volatility 
back  to  normal  levels,  it's  time  to 
reach  a  little  further  for  yield.  Specifi- 
cally, I  favor  two  kinds  of  junk:  corpo- 
rate junk  and  Third  World  govern- 
ment debt. 

Higher-yielding  assets  like  these, 
paradoxically,  can  be  safer  than  Trea- 
surys. How  can  that  be?  Although 
there  is  considerable  credit  risk  in  any 
one  junk  corporate  or  junk  govern- 
ment bond,  a  well-diversified  portfo- 


lio of  them  has  only  moderate  credit 
risk.  High-yielding  bonds,  mean- 
while, are  less  sensitive  to  interest  rate 
increases  than  Treasurys  of  the  same 
maturity.  That's  because  they  deliver 
more  cash  to  the  holder  in  early  years. 

I  don't  see  a  bond  market  rally 
during  the  next  year.  What  I  do  fore- 
see is  a  quieter  bond  market  with  only 
moderate  increases  in  long-term  in- 
terest rates.  In  such  conditions  junk 
should  outperform  Treasurys  of  com- 
parable maturity. 

When  money  managers  believe  that 
their  high-grade  investments  are  se- 
cure, as  during  the  bond  rally  of 
1991-93,  they  scramble  to  add  yield 
to  their  portfolios  by  taking  on  addi- 
tional risks.  Junk  bonds  and  develop- 
ing nations'  debt  outperformed  the 
rest  of  the  market  during  the  rally. 
When  the  rally  came  to  a  crashing  halt 
at  the  beginning  of  this  year,  they 
scrambled  to  unload  risky  assets. 

I  see  a  repeat  of  that  situation  now 
that  the  bond  market  is  quieting 
down.  After  the  Federal  Reserve  be- 
gan tightening  interest  rates  last 
February,  the  money  manager  herd 
stampeded  out  of  high-risk,  high- 
yielding  assets.  Junk  bond  prices 
crashed  and  yields  surged.  Before  the 
Fed's  move,  Bear,  Stearns'  sample 
portfolio  of  250  bonds  rated  BB  and 
B  yielded  about  3.2%  more  than  the 
ten-year  U.S.  Treasury  note.  By  early 
May,  when  market  volatility  peaked, 
the  yield  spread  to  Treasurys  had 
widened  to  4.3%. 

The  spread  has  since  narrowed  to 
4.1%,  but  there's  no  reason  it  can't 
come  all  the  way  back  down  to  3%, 
handing  today's  junk  buyers  a  mod- 
est capital  gain  in  addition  to  their 
enhanced  yield. 

Even  though  long-term  interest 
rates  still  may  rise  a  little  through  the 


next  year,  the  worst  is  over.  My  analy- 
sis of  what  influences  the  spread  be- 
tween junk  bonds  and  Treasurys 
shows  that  it's  not  the  level  of  interest 
rates,  but  rather  interest  rate  uncer- 
tainty, that  makes  the  difference. 

Why?  When  you  buy  a  bond  below 
investment  grade,  you  are  paid  to 
take  the  risk  that  the  issuer  might 
default.  While  historical  default  rates 
on  junk  have  been  low,  the  likeli- 
hood of  big  interest  rate  shifts  makes 
investors  wary.  Volatile  interest 
rates,  moreover,  tend  to  breed  vola- 
tile stock  markets,  as  we  saw  when 
the  Fed  began  raising  rates  in  Febru- 
ary. Because  junk  bonds  act  like  a 
hybrid  of  debt  and  equity,  volatile 
stock  prices  hurt  them.  Precisely  be- 
cause they  are  a  hybrid,  junk  bonds 
don't  fall  as  far  as  Treasurys  when 
bond  yields  rise,  provided  that  the 
equity  market  is  stable. 

Market  uncertainty  now  is  on  the 
decline.  When  the  Fed  raised  rates 
another  half-percent  in  August,  bond 
prices  remained  unaffected  across  the 
maturity  spectrum  from  1  to  30  years. 
The  previous  rise  in  rates  had  already 
taken  into  account  a  hefty  increase  in 
the  federal  funds  rate.  It's  a  good  bet 
that  the  Fed  is  not  finished  with  the 
present  tightening  cycle  and  that 
long-term  bond  yields  will  increase 
modestly.  But  as  long  as  future  Fed 
action  remains  roughly  in  line  with 
market  expectations,  as  in  the  case  of 
the  August  increase,  high-yield  bonds 
will  provide  excellent  total  returns. 

What  about  that  other  high -yield- 
ing sector,  junk  governments?  The 
best  deals  are  in  so-called  Brady 
bonds,  partly  collateralized  by  U.S. 
Treasury  zero  coupon  bonds.  Collat- 
eral protection  ranges  from  28%  for 
Mexican  par  bonds  to  44%  for  Vene- 
zuelan par  bonds.  Investors  will  be 
covered  even  if  countries  are  late  in 
repaying  a  large  portion  of  principal 
and  interest. 

There  is  risk  here.  But  I  think  the 
market  is  exaggerating  it.  The  average 
yield  of  Mexican,  Venezuelan  and 
Argentinean  par  bonds  was  barely 
2.5%  above  the  ten-year  Treasury 
yield  in  January.  The  spread  is  now 
4.4%.  I  expect  it  to  narrow. 

One  last  thing.  Unless  you  have 
millions  to  invest,  don't  cherry-pick 
individual  junk  issues.  Buy  a  diversi- 
fied fund.  WM 
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No  one  can  accurately  predict  earnings  on  a 
consistent  basis.  That  people  try  creates  buying 
opportunities  for  smart  investors. 

Cloudy 
crystal  balls 


BY  DAVID  DREMAN 


David  Dreman  is  chairman 
of  Dreman  Value  Management,  L.P., 
Investment  Counsel,  New  Jersey,  and  author 
of  The  New  Contrarian  Investment  Strategy. 


Zoll  Medical  dropped  26%  when 
reported  earnings  came  in  1%  below 
the  analysts'  consensus  estimate. 
Motorola  reported  a  46%  increase  in 
first-quarter  earnings.  The  stock 
dropped  15%.  Motorola's  sin  was  that 
its  gain  was  1%  less  than  analysts 
had  been  predicting. 

The  only  thing  surprising  here  is 
that  most  investors  bet  heavily  on 
analysts'  forecasts.  If  they  were  to 
study  the  record,  they  would  realize 
that  missing  badly  is  the  rule,  not 
die  exception. 

In  two  previous  Forbes  articles 
(Dec.  9,  1991  and  Oct.  11,  1993)  1 
presented  results  of  a  long-term  study 
I  did  in  collaboration  with  Professor 
Michael  Berry.  The  1974-90  study 
covered  66,100  analysts'  consensus 
forecasts  (ranging  from  a  minimum  of 
six  estimates  for  a  company  to  dozens 
for  a  widely  followed  stock).  We  gave 
the  analysts  every  advantage  of  doubt. 
Forecasts  were  normally  made  in  the 
same  quarter  as  earnings  were  report- 
ed and  could  be  changed  up  to  two 
weeks  before  its  end. 

Even  stacking  the  deck  in  favor  of 
the  analysts,  the  study  showed  that 


the  average  error  was  44%  annually. 
Moreover,  only  25%  of  analysts'  con- 
sensus estimates  came  within  plus  or 
minus  5%  of  reported  earnings,  and 
only  43%  within  10%. 

If  analysts  cannot  fine-tune  within 
these  boundaries,  it  is  impossible  for 
them  to  differentiate  consistently  be- 
tween growth  stocks  expanding  at, 
say,  a  15%  clip  and  also-rans  growing 
at  5%  or  less.  Unfortunately,  the  study 
shows  conclusively  that  they  cannot. 

One  response  I  received  from  a 
number  of  readers  was  that  the  overall 
statistics  might  mask  the  fact  that  a 
large  percentage  of  forecast  errors 
probably  occurred  in  volatile  indus- 
tries, so  that  the  error  rate  for  growth 
stocks  is  overstated.  Fair  point. 

To  answer  this  question  we  broke 
down  our  database  into  61  industries 
for  the  17-year  period  of  the  study 
and  then  examined  the  estimates 
within  each  industry.  Were  the  pre- 
dictions better  among  the  growth  and 
concept  groups  than  among  run-of- 
the-mill  industries?  No. 

The  study  showed  results  that  were 
devastating  to  the  analysts.  Only  1  of 
the  61  industries  had  forecast  errors 
averaging  under  10%  for  the  17  years 
of  the  study.  Only  3  had  forecast 
errors  between  10%  and  19%,  and 
only  12  industries  in  all  showed  fore- 
cast errors  between  20%  and  29%. 

Fully  75%  of  all  estimates  within 
industries  missed  reported  earnings 
by  30%  or  more,  with  over  15%  show- 
ing errors  of  80%  or  higher.  Overall, 
the  average  forecast  error  grouped  by 
industries  was  a  startling  50%  (with 
the  median  error  43%). 

Finally,  we  examined  standard  er- 
ror, which  adjusts  for  the  differing 
volatility  of  reported  earnings  by  in- 
dustry. We  found  that  after  adjusting 


for  volatility,  forecasting  errors  o 
tinue  to  be  high  across  virtually! 
industries,  with  growth  industries 
ten  showing  larger  errors  than  ind 
tries  believed  to  be  more  volatile. 

Let's  face  it.  There  are  no  hig 
predictable  industries  in  which  y 
can  take  analysts'  estimates  to 
bank.  The  high-visibility,  hij 
growth  industries  have  as  many  ma 
forecasting  errors  as  any  other.  1 
study  is  available  to  readers  throi 
my  office  for  postage  and  handling 
$2.  Address:  10  Exchange  Place,  J 
sey  City,  N.J.  07302. 

The  very  clear  implication  is  tha 
is  a  loser's  game  to  pay  a  premium 
stocks  based  on  somebody's  estim 
of  what  the  company  will  do  the  y 
after  next  or  even  next  quarter. 

Don't  blame  the  analysts.  They 
neither  stupid  nor  lazy.  But  they 
playing  an  impossible  game.  Foreca 
ing  in  a  constantly  changing  inten 
tional  and  domestic  environment  is 
hard  to  do  consistently  as  winning 
long  shots  at  the  track. 

Still,  despite  the  evidence  over  c 
cades,  almost  everyone  believes  it  c 
be  done.  For  the  shrewd  investor,  t 
forecasting  game  offers  opportu 
ties.  Look  closely  at  stocks  that  he 
dropped  sharply  as  a  result  of  earnir 
that  fall  short  of  forecasts.  At  tin 
these  sudden  drops  create  opportui 
ties  to  buy  a  darned  good  stock  a 
nice  discount.  I  have  recommendet 
number  of  these  stocks  in  this  colur 
over  time.  Compaq,  for  examp 
dropped  20  points,  to  7,  in  19 
on  disappointing  earnings,  befc 
bouncing  back  to  39  recently.  Sigr 
Bank  fell  from  1 8  to  3%,  before  recc] 
ering  to  as  high  as  43. 

Here  are  several  stocks,  some  wi 
recent  earnings  disappointments,  tl 
look  like  good  value  today. 

American  Express  (31),  P/E  1 
yield  2.9%;  Bear,  Stearns (17),  a  maj 
brokerage  house,  P/E  6,  yield  3.6 
Dillard  Department  Stores  (27), 
large  chain  in  the  Sun  Belt,  P/E  1] 
yield  0.3%;  itt  (79),  the  giant  co 
glomerate,  P/E  10,  yield  2.5%;  Men 
ian  (31),  a  well-run  Pennsylvar 
bank  holding  company,  P/E  11,  vie 
4.3%;  Regions  Financial  (35),  t 
largest  bank  in  Alabama,  p/e  1 1 ,  vie 
3.4%;  Universal Foods(31), a multin 
tional  food  manufacturer  and  distrii 
utor,  P/E  13,  yield  2.9%.  I 


154 


Forbes  ■  October  10,  19* 


MONEY  &  INVESTMENTS 


ere  are  lots  of  ways  to  make  money  in  the  stock 
3rket.  There  are  only  a  few  ways  to  lose  money. 


/earning 
>y  losing 


I'm  rum  M 


Hulbert  is  editor  of  the  Alexandria,  Va.- 
j  Hulbert  Financial  Digest,  which  monitors 
erformance  of  investment  advisory  letters, 
ewest  book  is  The  Hulbert  Guide  to  Financial 
sletters  (Dearborn  Financial  Publishing). 


iost  all  analyses  of  the  market 
is  on  the  best  performers.  We  lose 
/erful  lessons  by  not  also  looking 
he  losers.  This  is  made  clear  in  a 
r  book  by  Jim  Paul,  a  former  gov- 
3r  of  the  Chicago  Mercantile  Ex- 
ige  ( What  I  Learned  Losing  A 
lion  Dollars,  with  Brendan  Moy- 
m,  Infrared  Press,  $28.95). 
m  Paul  speaks  from  experience, 
had  a  meteoric  career  trading 
:>ean  futures  that  ended  with  his 
ng  more  than  $1  million  in  a  few 
ks.  Drawing  lessons  from  this 
ima,  he  makes  a  significant  point: 
ile  there  are  many  different,  and 
n  contradictory,  roads  to  riches, 
•e  are  just  a  few  ways  in  which 
:stors  lose.  He  concludes  that  the 
:  way  of  learning  how  to  be  a 
ner  lies  in  studying  the  losers, 
decided  to  check  Paul's  insights 
nst  the  Hulbert  Financial  Digest's 
year  database  of  investment  letter 
brmance.  And  I  found  that  he  is 
it.  The  losing  letters  owe  their 
es  to  just  two  major  mistakes: 
:ssive  risk  and  failure  to  follow  a 
ipline.  These  are  the  same  mis- 
is  Paul  made  in  losing  so  much  in 
soybean  futures  pit. 


Take  Joe  Granville's  Granville 
Market  Letter.  Not  only  is  this  letter  at 
the  very  bottom  of  the  hfd's  14-year 
rankings,  it  also  is  riskier  than  any  of 
the  other  letters  the  hfd  tracks.  It  is 
this  excessive  risk  that  almost  guaran- 
tees that  Granville  will  be  a  big  loser. 

This  is  especially  evident  with 
Granville's  options  portfolio,  which  is 
15  times  riskier  than  the  market.  In 
order  to  justify  such  risk,  it  would 
have  to  make  at  least  15  times  the 
profit  of  the  stock  market  itself.  And 
that  is  extremely  rare:  I  have  found 
that  no  one  does  better  than  doubling 
or  tripling  the  market's  long-term 
return — in  other  words,  more  than 
20%  or  30%  compounded.  Therefore, 
Granville  is  attempting  the  impossible 
in  his  portfolio.  So  it  is  hardly  surpris- 
ing that  it  ends  up  losing. 

This  focus  on  the  losers  leads  us  to 
an  important  lesson:  It  doesn't  pay  to 
incur  more  than  double  or  triple  the 
market's  risk.  Any  strategy  that  incurs 
more  than  this  is  likely,  sooner  or 
later,  to  self-destruct. 

To  find  out  whether  you  are  incur- 
ring too  much  risk,  check  your  portfo- 
lio against  the  market  after  each  cor- 
rection or  rally  of  at  least  several 
weeks'  duration.  If  on  average  your 
portfolio  loses  or  gains  more  than  two 
or  three  times  as  much  as  the  market, 
then  chances  are  high  that  you  are 
incurring  too  much  risk. 

The  second  mistake  that  most  los- 
ers make:  failure  to  follow  a  discipline. 
Big  losses  often  can  be  traced  to  not 
having  a  contingency  plan  for  what  to 
do  when  investments  don't  work  out 
as  planned.  One  simple  way  to  do  this 
is  to  have — in  your  head  if  not  on  the 
broker's  books — a  stop-loss  point. 
Without  such  a  plan,  Paul  and  Moyni- 
han  argue,  the  investor  will  "interna- 
lize" or  "personalize"  his  losses,  los- 
ing any  objectivity  about  what  to  do. 


He  then  will  be  tempted  to  stick  with 
the  position  longer  than  objectively 
would  be  justified.  He  will  substitute 
hope  for  reason. 

This  helps  explain  what  happened 
to  Thomas  J.  Holt,  whose  Holt  Advi- 
sory was  second  from  the  bottom 
when  it  was  discontinued  in  1992. 
Holt  was  an  inveterate  bear  through- 
out the  1980s.  So  were  lots  of  others 
when  the  decade  was  young.  But 
when  it  was  clear  that  we  were  in 
history's  greatest  bull  market,  many 
bears  reexamined  their  premises.  Holt 
only  became  more  bearish. 

According  to  Paul  and  Moynihan, 
this  behavior  is  a  dead  giveaway  that 
an  adviser  is  "internalizing"  or  "per- 
sonalizing" his  losses.  Instead  of  ob- 
jectively analyzing  what  the  market  is 
doing,  he  or  she  devotes  enormous 
energy  to  explaining  why  the  market 
isn't  doing  what  it  is  "supposed"  to 
do.  In  1983,  for  example,  Holt  dis- 
missed the  bull  market  as  a  mere 
"aberration." 

This  doesn't  mean  you  should 
change  your  mind  with  every  squiggle 
in  the  market.  By  staying  with  its  ship, 
even  when  it  was  taking  on  water, 
Value  Line  Investment  Survey  has 
compiled  a  terrific  long-term  record. 
On  a  few  occasions  its  ranking  system 
hasn't  worked  over  a  several-month 
period,  and  pressure  was  intense  on  it 
to  redesign  that  system.  But  Value 
Line  adhered  to  the  discipline  im- 
posed by  its  system — and  has  been 
rewarded  for  doing  so. 

Okay,  but  how  does  one  distin- 
guish between  Value  Line-\ype  disci- 
pline and  Holt- type  stubbornness? 
You  need  a  discipline  for  that,  too. 
Value  Line's  research  chairman,  Sam- 
uel Eisenstadt,  tells  me  that  a  pro- 
posed redesign  must  show  that  it 
would  have  improved  the  ranking  sys- 
tem's performance  over  the  entire 
period  since  inception  in  1965.  This 
requirement  imposes  a  powerful 
check.  Value  Lineis  willing  to  change, 
but  the  evidence  for  it  must  be  over- 
whelming and  not  just  a  short  scare. 

Avoiding  excessive  risk  and  follow- 
ing a  portfolio  discipline  is  fairly 
easy — if  you  have  adopted  a  plan  in 
advance.  Otherwise,  as  this  new  book 
and  the  bottom -performing  letters 
illustrate,  you  will  be  tempted  to  take 
on  too  much  risk  when  the  market 
moves  against  you.  m 
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It  will  take  much  more  Fed  tightening  to  slow 
the  economy  since  consumers  have  insulated 
themselves  from  rising  interest  rates. 

Fifteen-year 
auto  loan 


BY  A.  GARY  SHILLING 


A.  Gary  Shilling  is  president  of 
A.  Gary  Shilling  &  Co.,  economic  consultants 
and  investment  advisers.  His  firm  publishes 
Insight,  a  monthly  newsletter  covering  the 
business  outlook  and  investment  strategy. 


Investors  hope  that  the  Fed  interest 
rate  hikes  since  February  will  cool  the 
economy  enough  to  make  further  in- 
creases unnecessary  but  not  so  much 
as  to  kill  corporate  earnings  and 
stocks.  Encouraging  for  them  is  re- 
cent weakness  in  autos  and  other  con- 
sumer durables  and  the  fall  in  housing 
starts — while  profits  remain  strong. 

I  believe,  however,  that  these  hopes 
will  not  be  fullfilled,  even  though 
consumer  durables  and  housing  are 
sensitive  to  interest  rates,  and  those 
rates  have  jumped. 

Start  with  a  history  lesson.  The 
decline  in  housing  starts  since  late  last 
year  isn't  the  prelude  to  a  long  period 
of  steady  growth,  but  the  forerunner 
of  the  next  recession.  On  average  in 
the  postwar  era,  housing  starts  peaked 
four  quarters  before  the  overall  econ- 
omy. Similarly,  the  recent  drop  in 
consumer  durables  points  to  a  1995 
recession,  not  to  a  mere  moderation 
of  growth.  This  series  begins  to  fall 
three  quarters  before  the  recession 
commences — again,  on  average. 

Also,  remember  that  with  the  post- 


war housing  boom  over,  residential 
construction  is  now  a  very  small  sec- 
tor, 4.4%  of  GDP.  Even  with  the  appli- 
ance and  furniture  spending  it  drags 
along,  the  housing  sector  can  fall  by  a 
big  percentage  without  slowing  the 
economy  enough  to  allay  the  Fed's 
fears  over  inflation. 

What  about  consumer  durables, 
which  have  grown  to  10%  of  GDP? 
Isn't  this  sizable  sector  vulnerable  to 
rising  interest  rates?  Not  the  way  it 
used  to  be.  Cars  and  refrigerators  and 
furniture  are  not  bought  on  the  in- 
stallment plan  the  way  they  once 
were.  Starting  in  1986,  when  tax  de- 
ductibility of  all  but  mortgage  interest 
began  to  be  phased  out,  borrowing 
shifted  from  installment  to  mortgage 
loans.  As  a  portion  of  total  consumer 
debt,  installment  loans  fell  from  27% 
in  1986  to  21%  recently,  with  an 
offsetting  rise  in  mortgage  debt. 

Instead  of  buying  consumer  dura- 
bles with  nondeductible  credit,  peo- 
ple are  simply  taking  out  second 
mortgages,  home  equity  loans  or  larg- 
er first  mortgages.  Thus  installment 
debt  has  declined  from  a  late  1980s 
peak  of  19%  of  aftertax  income  to 
16%.  At  the  same  time,  the  mortgage 
debt-income  ratio  leaped  from  45%  in 
the  late  1970s  to  62%  now.  A  home 
equity  loan  may  be  collateralized  by  a 
house,  but  oftentimes  it's  really  a  15- 
year  auto  loan. 

Nor  are  higher  interest  rates  likely 
to  squeeze  mortgagors  much.  Oh, 
those  savvy  homeowners!  The  huge 
recent  bulges  in  mortgage  refinancing 
locked  in  fixed  rates  for  many.  Those 
with  recently  refinanced  fixed-rate 
mortgages  are  totally  insensitive  to 
rate  hikes  unless  they  sell  their  houses 
and  take  new  mortgages  on  their  next 


abodes.  Those  with  new  or  old  adjj 
able-rate  mortgages  are  normally  I 
to  short-term  market  rates,  but  hi 
too,  homeowners  have  been  shrc 
in  reducing  their  exposure  to  ris 
rates,  arms  were  34%  of  total  m< 
gages  in  1989  but  fell  to  25%  last) 
as  new  borrowers  and  refinancers  c 
ed  for  fixed  rates.  Of  course,  r 
house  buyers  feel  the  full  blast 
rising  fixed  and  variable  mortgj 
rates,  but  they  accounted  for  only  ] 
of  outstanding  mortgages  last  ) 
and  undoubtedly  less  in  1994's 
pressed  housing  market. 

Consumers,  then,  have  done  a  sj 
ful  job  of  isolating  themselves  fij 
rising  interest  rates.  So  there  you  h 
consumer  spending  and  housing 
combined  70%  of  gdp,  relatively 
sensitive  to  Fed  tightening. 

But  since  this  majority  of  econo 
activity  isn't  very  responsive  to  in 
est  rates,  the  Fed  will  raise  them  e 
further.  Don't  count  on  the  on 
regulators  to  chicken  out  or  stop  h 
way.  They  never  do. 

Instead,  count  on  a  flat  or  invei 
yield  curve  before  this  credit  sque 
is  over  as  the  Fed  keeps  shoving  sh< 
term  rates  up.  It  has  happened 
every  postwar  credit  squeeze  with 
meaningful  exception. 

I  make  these  assumptions: 
Treasury  yields  will  continue  to 
until  the  squeeze  ends,  but  by  on 
modest  75  basis  points  more,  to  an 
8.5%.  But  the  three-month  bill  y 
will  leap  380  basis  points,  to  just  ed 
the  long  bond  rate,  and  more  if 
yield  curve  inverts. 

This  jump  in  rates  will  finally  s 
consumer  spending  and  hous 
enough  to  satisfy  the  Fed,  but  will 
trigger  a  1995  recession.  The  Fed 
never  achieved  the  right  touch 
monetary  restraint  to  slow  gro 
and  curtail  inflationary  pressi 
without  precipitating  a  downti 
Soft  landings  are  an  elusive  goal. 

My  advice,  then,  is:  Avoid  t 
.bonds  and  look  for  rising  rato 
spread  globally,  with  European 
Japanese  bond  prices  also  declir 
more.  If  you  have  the  stomach  fo 
consider  betting  on  higher  rates  \ 
shorts,  futures  or  options.  And  d« 
overstay  in  the  stock  market;  wi 
recession  probably  not  more  t 
nine  months  away,  equity  prices 
extremely  vulnerable. 
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ot  commodity  prices  are  up; 

my  futures  are  higher  still.  Is  this 

\  start  of  a  major  commodity  inflation?  No. 

<  alse  alarm 


STEVE  H.  HANKE 


H.  Hanke  is  a  professor  of 
ed  Economics  at 

ohns  Hopkins  University  in  Baltimore. 


'FEE  is  trading  at  $2.17  a  pound, 
le  its  price  of  a  year  ago.  That's  just 
most  visible  of  the  recent  com- 
iity  price  surges.  Copper,  crude 
cocoa  and  sugar  are  all  showing 
price  gains  for  1994. 
he  price  gains,  moreover,  seem  to 
t  momentum  built  in.  The  De- 
iber  1995  coffee  futures  contract 
ading  at  $2.29.  Spot  silver  ( that  is, 
:v  for  immediate  deliver)')  is  $5.46 
oy  ounce,  while  December  1995 
:r  is  $5.84.  Oil  futures  are  also  at  a 
nium  to  spot  oil. 

>oes  this  mean  that  commodity 
ition  is  destined  to  get  out  of 
d?  Some  people  think  so,  and 
dumping  long-term  bonds, 
lers  are  buying  commodity  fu- 
:s.  The  firming  of  commodity 
:es  since  mid- 1993  has  prompt- 
nany  inflation  watchers  to  claim 
:  we  have  entered  a  bull  market 
ommodities. 

don't  think  so.  Today's  com- 
dity  futures  prices  tell  us  that 
re  are  no  acute  shortages  in  cash 
kets.  During  the  coming  year, 
5t  commodity  prices  will  be  firm, 

will  not  rise  sharply.  That's 
derately  good  news  for  bonds 

bad  news  for  speculative  com- 
dity  funds. 

he  time  to  worry  about  coming 
imodity  inflation  is,  paradoxi- 


cally, when  futures  prices  are  at  a 
discount  to  spot  prices.  To  under- 
stand this,  first  stop  to  consider  why 
there  should  be  any  spread  between 
spot  and  futures  prices,  or  between 
different  pairs  of  futures  contracts. 

One  reason  has  to  do  with  the  time 
value  of  money.  If  you  worry  about 
inflation,  you  might  want  to  hoard 
some  gold — that  is,  buy  it  now  and 
hold  it  indefinitely.  You  could,  for 
example,  buy  now  at  $390  an  ounce 
and  hold  for  20  years,  or,  equivalent- 
ly,  establish  a  long  position  in  the 
October  1995  gold  future,  take  deliv- 
ery when  the  future  matures,  then 
holed  the  metal  for  19  years. 

Putting  aside  margin  requirements, 
the  person  who  uses  the  gold  future 
postpones  his  $390  outlay  for  a  year, 
money  that  he  can  invest  at  about  6%. 
He  also  saves  one  year  of  insurance 
and  vault  charges.  If  the  gold  future 
were  trading  at  the  same  $390  as  spot 
gold,  gold  hoarders  would  dump 
metal  on  the  spot  market  and  immedi- 
ately reestablish  their  positions  in  the 
futures  market.  This  would  push 
down  spot  prices  and  push  up  futures 
prices  until  no  advantage  remained  in 
holding  the  future.  Thus,  it  should  be 
no  surprise  that  year-out  gold  futures 
trade  at  a  premium  to  spot  gold.  The 
premium  is  somewhere  around  6% — 
what  you  would  expect. 

It  would  be  a  mistake  to  read  into 
this  situation  that  these  prices  are  a 
signal  that  inflation  is  getting  worse. 
All  the  prices  are  telling  us  is  that 
short-term  interest  rates  are  about  6%. 

Another  reason  for  futures  and  spot 
prices  to  differ  has  to  do  with  the 
seasonality  of  demand  and  supply. 
Natural  gas  prices  are  high  for  delivery 
in  winter  and  low  for  the  summer. 
Speculators  can't  arbitrage  away  these 
spreads  because  gas,  unlike  gold,  is 
relatively  expensive  to  stockpile. 

The  third  reason  has  to  do  with 
commodity  shortages,  and  this  is  the 


one  to  watch  for.  When  spot  prices 
are  at  a  premium  to  futures  prices, 
shortages  exist.  For  example,  the 
cash  price  for  copper  is  $  1 .20  a  pound 
and  the  futures  price  one  year  hence  is 
$1.10.  This  means  that  it  costs  9%  to 
"borrow"  copper  for  one  year.  This 
9%  cost  comes  on  top  of  your  oppor- 
tunity cost,  since  the  "borrower"  has 
to  put  up  cash  at  the  start  of  the 
transaction. 

Think  of  it  this  way:  You  want  to 
build  a  big  new  house  and  it's  going 
to  use  up  $1,200  worth  of  copper  if 
you  build  now.  Wait  a  year  and  you 
can  get  the  same  pipe,  wire  and  flash- 
ing for  $1,100.  Your  impatience  is 
costing  you  $100 — over  and  above 
the  interest  you  miss  by  having  to  cash 
in  your  Treasury  bills  a  year  early. 

Borrowing  costs  for  most  com- 
modities are,  however,  negative. 
Hence  these  commodities  are  not  in 
short  supply.  If  you  really  need  to  get 
your  hands  on  an  ounce  of  gold  now, 
for  a  chemistry  experiment,  but  will 
be  through  with  the  stuff  in  a  year, 
you  can  borrow  at  a  negative  cost. 
That  negative  borrowing  cost  can  be 
locked  in  because  you  can  purchase 
spot  gold  at  $390  per  ounce  and 
simultaneously  sell  an  October  1995 
futures  contract  for  $411  per  ounce. 

What  does  it  mean  when  com- 
modity borrowing  costs  turn  posi- 
tive? Often,  that  the  commodity  mar- 
ket is  in  a  true  bull  phase.  Indeed, 
when  commodity  borrowing  costs 
are  positive,  acute  shortages  exist 
and  spot  prices  are  at  a  premium  to 
futures  prices.  I  recall  trading  copper 
in  1987,  when  prices  more  than  dou- 
bled. Copper  borrowing  rates  started 
the  year  at  a  negative  6%.  But,  as  the 
bull  market  picked  up  a  head  of  steam, 
cash  prices  moved  to  a  premium  over 
futures  prices,  and  commodity  inter- 
est rates  became  positive.  By  year's 
end,  when  there  was  relatively  little 
copper  to  lend  to  a  hungry  cash  mar- 
ket, commodity  interest  rates  had  ex- 
ploded to  70%. 

Borrowing  rates  for  copper  are 
again  positive,  and  this  is  a  bad  sign  for 
inflation.  But  most  other  commodities, 
including  coffee,  cocoa  and  crude  oil, 
have  negative  borrowing  costs.  What  die 
futures  markets  are  telling  us  is  that  many 
commodity  prices  will  creep  upward  but 
not  be  subject  to  explosive,  shortage  - 
driven  price  spikes.  ■■ 
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FINANCIAL  SERVICES 


STOCK  MARKET 
WARNING: 


Every  day  that  passes 
brings  us  one  day  closer  to 
the  next  stock  market 
debacle.  But  don't  panic. 
The  stock  market  NEVER 
makes  a  big  move-up  or 
down-without  giving 
plenty  of  advance  warning. 
,  Many  investors  think  the 
MARTIN  ZWEIG    500  pojnt  -B|ack  Monday" 

crash  on  10/19/87,  came  right  out  of  the  blue. 

Not  so.  My  key  indicators— 22  Monetary,  and 
36  Sentiment  and  Momentum,  clearly  signaled 
sharply  rising  risks  in  August  and  kept  getting 
worse.  These  indicators  guided  my  Zweig 
Forecastto  a9%  gain  on  Black  Monday,  a50.4% 
gain  for  1987  and  a  743.1%  gain-with  not  one 
down  year— for  the  past  14  years  ending  6/94. 
(Past  results  are  no  guarantee  of  future  results.) 

The  Zweig  Forecast,  published  every  three 


weeks,  continually  updates  my  market  indicators 
and  maintains  a  securities  portfolio,  which 
earned  the  profits  detailed  above  and  that  you 
can  easily  fol  low,  step-by-step^ 

Try  The  Zweig  Forecast 
and  we'll  rush  you  the  un- 
listed phone  number  to 
Zweig's  telephone  hotline, 
updated  at  leastthreetimes 
a  week,  plus  a  gift  copy  of 
Zweig's  newly  updated 
best-selling  classic  ($20 
retail).  Pro  rata  money-back 
guarantee  of  course.         EXTRA  BONUS 

Three-Month  Trial  $55 
One-Year  $265.  Visa/MC. 
1-800-535-9649  Ext.  9063 

THE  ZWEIG  FORECAST 

P.O.  Box  360,  Bellmore,  NY  11710-0751 


BUSINESS  OPPORTUNITIES 


Gain  Financial 
Independence  By 
Using  Inside  Secrets 
To  Help  Companies 
Get  Business  Loans 

(St.  Louis')  Every  day,  business  loans 
are  turned  down  because  borrowers 
either  didn't  approach  the  right  lender 
or  clearly  communicate  their  strengths. 

Enter  the  S&K  Group,  an  innova- 
tive CPA  firm  which  for  20  years 
has  helped  clients  fund  their  loans 
with  phenomenal  success.  S&K's 
"inside"  secrets  have  given  them  an 
almost  unfair  advantage,  attracting 
funds  for  their  clients  like  a  mag- 
net, receiving  a  substantial  fee  each 
time  they  succeed. 

The  S&K  Group  is  now  training  as- 
sociates to  offer  this  same  service  in 
their  own  market  areas  to  clients  who 
have  been  knocking  on  the  wrong 
doors — and  who  have  been  making 
their  appeals  without  adequate  clarity, 
persuasiveness,  or  professionalism. 

In  addition  to  capital  acquisition 
skills,  S&K  associates  learn  how  to 
offer  expense  reduction  counsel.  Fo- 
cusing on  specific  overhead  areas,  as- 
sociates receive  half  of  the  first  year's 
savings  plus  half  of  all  refunds  they 
uncover.  Again,  their  fee  is  contingent 
on  results. 

With  fees  typically  ranging  from 
$  1 0,000  to  $50,000  or  more  on  a  single 
case,  just  one  client  each  month  can 
generate  a  six-figure  income. This  con- 
sultant business  requires  little  more 
than  a  personal  computer,  fax,  and 
phone.  Approximately  $12,000  is 
needed  for  stait-up.  For  full  details,  call 
(800)  660-0330,  toll-free. 


FINANCIAL  SERVICES 


CALL  OR  WRITE  FOR  FREE  PACKAGE'. 

FX.C.  INVESTORS  C0RR 

62-19  Cooper  Avenue 
Glendale,  Queens,  N.Y.11385 

(718)417-1330 

PORTFOLIO  MGMT 
SERVICES:  Equity-Fixed 
Inc-Balanced  F.X.C.  NEWS- 
LETTER: Semi-monthly 
($190.00  Annually) 
RANKED  #1  throughout  past 
1 0  years  by  Piper  TAA 
(Rogers  Casey  Associates) 
Universe  in  Pension  &  Invest- 
ments out  of  3,000  institutional 
products  from  over  1 ,000  reg- 
istered investment  advisors. 
RANKED  #1  in  ASSET  ALLO- 
CATION plus  timing  by  The 
Hulbert  Financial  Digest  over 
the  last  5  years. 
Credited  by  the  Wall  Street 
Journal  &  Washington  Post  for 
calling  the  1 ,000  point  1 987 
Stock  Market  Crash. 


FINANCIAL  SERVICES 


Bank  CD  Rates! 


Access  100's  of  bank  CD  rates 
via  PC  &  modem.  No  commi- 
sions.  Fully  insured.  Free  Demo. 
CD  Network  (800)  285-8626 


Receive  Value  Line 
for  only  $65  $55 

An  introductory  subscription  to  The  Value  Line  Investment  Survey 

brings  you  the  2000-page  Investors  Reference  Library — Value  Line's  most 
recent  Ratings  and  Reports  on  1 700  stocks  and  the  pracUcal  guide  How  to 
Invest  in  Common  Stocks.  You  will  also  receive  analyses  of  about  1 30  stocks 
each  week  for  10  weeks  forces $55.  Available  only  once  every  three  years  U 
any  household.  SPECIAL  BONUS:  With  your  subscription  you  also  will 
receive  a  copy  of  WALL  STREET  WORDS,  an  accessible  dictionary  of  over 
3,500  terms  (retail  price  $8.95).  In  addiUon  to  clear  definitions,  this 
convenient  guide  features  special  explanations,  helpful  hints,  and  case 
histories  on  87  topics  of  special  Interest,  contributed  by  32  industry 
professionals — plus  48  case-example  paragraphs  by  the  author.  (Available 
while  supplies  last.)  Your  subscripUon  to  Value  Line  may  be  tax-deducUble 
Consult  your  tax  advisor.  Send  check  or  money  order  along  with  name, 
address  and  zip  code  together  with  this  ad  or: 

Call  Toll-Free  1-800-833-0046 

I  2903  Dept.  41 6F10)  American  Express,  MasterCard  or  Visa.  24  hours  a  day 
7  days  a  week  30  day  Money-Back  Guarantee.  Allow  4  weeks  for  delivery. 
NY  residents  add  sales  tax.  Foreign  rates  upon  request. 


The  Value  Line  Investment  Survey* 

220  East  42nd  Street 
NY,  NY  10017-589 


BUSINESS  OPPORTUNITIES 


EDUCATIONAL  SERVICE 


"THE  TAX  EXILE  REPORT" 

by  Marshall  Langer 
Discover  how  you  can  become  a  suc- 
cessful legal  Tax  Exile.  Also,  learn 
the  secrets  of  dual  nationality  and 
escape  confiscatory  taxes. 

FREE  BROCHURE  AND 
PRIVACY  NEWSLETTER 
Scope,  Box  4938,  Forestside  House, 
Forestside,  PO  9  6EE,  UK 
Tel:  +44  705  631751  Fax:  +44  705  631322 


University  Degree 


Approved  Self  Paced  Home  Stu 
Associate  Bachelors  Masters  Da 

Business  Admin.  Public  Admin,  H 
Care  Admin,  Human  Resources.  Firj 
International  Business,  Tech  Mgrrit, 
Paralegal,  Psychology,  Call  forbrod 
(800)  477-2254  (24  hrs)  J 
Southern  California  Universitj 
for  Professional  Studies  j 
1840  E.  17  St-F,  Santa  Ana,  CA92; 


INCORPORATE  IN  DELAWARE! 


Specialists  in  setting  up  Delaware 
Corporations.  General,  Aircraft, 
Boat  &  Shelf  Corporations. 

OAmhw  CaR/Wri,e  ,or  ™K  Knr= 

1m' 


Wilmington,  DE  19899 
800-321  -CORP  •  302-652-6532 


COLLEGE  DEG 

BACHELOR'S  •  MASTER'S  •  DOCTOl 

For  Work.  Ltfe  and  Academic  Expori\ 

Earn  your  degree  thrd 
convenient  home  stu; 

(800)  423  3244  ex. 
Fax:  (310)  471-643 

send  detailed  resume  for  fBEEEMl) 

Pacific  Western  Univeri 

2875  S.  King  St.,  Honolulu,  HI  96825  Dep 


$  OVER  ONE  BILLION  S 


WORTH  OF  BUSINESSES  FOR  SALE  BY  fJWNERS 
Major  Manufacturing  to  Small  Retail  Shops 

No  Brokerage  Fees 
To  Buy  or  Sell 
1-800-999-SALE 
GREAT  WESTERN  business  services,  inc 


NATIONWIDE 


FREE  VIDEO 


EXTERNAL  DEGREE 

BA/BS  MS/MBA  PhD/JD 
j  Credit  for  work  /life  exp  •  Accredl 
(800)  955-8879  (24  hrs.) 

LaSalle  University 

|  Dept.  879  Mandeville,  LA  70470-4 


Forbes :  Capital  ist  Tool 


FINANCIAL  SERVICES 


BUSINESS  OPPORTUNITIES 


AUDIO  BOOKS 


HEDGE 


The  first  monthly  newsletter  to 
cover  the  realm  of  hedge  funds 
in  its  entirety,  offering  a  global 
look  at  advisors  and  funds  in  a 
convenient,  accurate  and  timely 
format. 

Managed  Account  Reports  Inc. 

220  Fifth  Ave..  NY,  NY  10001 
Fax  (212)213-1870  or  call 
Lydia  Soto  at  212-213-6202 


SELF  IMPROVEMENT 


"Destiny  "  Makes  Business  Sense 


'Simple  &  Powerful'' — PC  Magazine 
Expert  Business  Plan  Writing, 
Financial  Analysis  Software, 
Setup  Budgets,  Forecast, 
Manage  Cash  Flow. 


Money  Back  Guarantee.  Toll  Free  800/366-5111 


Order  Today!  or  Contact  your  dealer 


AUDIO  TAPES 


O AUDIO  BOOKS 
O  FOR  99c  EACH 

Wt^ajJ 

-\  When  you  join  the  Audio  Book  Club. 

j\  Best  Sellers  on  Tape 
l\  Hundreds  of  Titles 

^1-800-422-2288 

Audio  Book  Club  in 

©1994  Audio  Book  Club  4FB01 

P.O.  Box  94 

16  •  Hicksville,  NY  11802-0986 

ELECOMMUNICATIONS 


OWN  PART  OF  AN  SMR 
TELECOMMUNICATIONS  WEST  COAST 
NETWORK  PRESENTLY  UNDER 
CONSTRUCTION  IN  CALIFORNIA  & 
NEVADA 

$10,000  risk  capital  required 

IRA  &  Self- directed  pen ilon  plan  qualified. 
Cova  Communications 

800  725 1338,  FAX  407  844  5844 


VOICE  MAIL 


TARGET  VQUB  PBEV! 

Bag  Your  Voice  Processing  Objective 


♦  UQ.CEMfl.UflUTQ-TRfllM 
♦  rflX-OB-DEHflGID 

Complete  your  mission  for  as  little  as  $295. 

CflU.1-800-685-4884 


TALKING  TECHNOLOGY,  INC.-.. 

1 125  Atlantic  Ave.  ♦  Alameda.  CA  94501  /// 


MARKETING  SERVICES 


Wanted:  TV  Home  Shopping  Products. 
Sales  top  $2  Billion  (QVC  and  HSN). 
Buckeye  Communications  (NASDAQ) 
seeks  cooperative  arrangements  with 
manufacturers  and  marketers  wanting  to 
participate  and  showcase  their  products 
on  TV.  Buckeye  provides  integrated 
marketing  services:  network  access, 
product  positioning  &  merchandising. 
Call  Steve  Silbiger  at  610-891-8351. 


DIAMONDS 


BUSINESS  OPPORTUNITIES 


^^World's  Largest  Selection  of  Audio  Books 


Best  Sellers 
on  Cassette 


Full-length 
Readings 

Call  for  Free 
Brochure 


(800)  626-3333 


ART/COLLECTABLES 


RARE  DALI  PRINTS 

If  \vu  own,  or  are  considering  purchase 
of  a  Sul  i  actor  l  kill  print... 
Our  exclusive  catalog  fea- 
tures full-color  pictures  of 
more  than  -i(K)  signed  lim- 
ited edition  Salvador  Dali 
pnnts.  Each  print  is  fully 
documented  In  Albert  Field] 
curator  of  the  Salvador  Dali  | 
Archives,  and  guarantee! 
authentic  The  catalog. 
Salvador  Dali:  A  Retrospective  of  Master 
Prints.''  is  a  must  for  anyone  interested  in 
works  signed  by  Dali.  Call  now  and  we'll 
rush  you  a  free  copy  of  "The  Salv  ador  Dali 
Collections  Newsletter."  (Sit)  an  issue) 

1(800)  275 -DALI 

MAM  to  SPM  Pacific  Time  sncn  day-  a  ucck 
Ask  for  Dcpt  "F" 


EXECUTIVE  GIFTS 


D  MAHOGANY 


•  16  to  72  models  ore  hond 
crofted  from  iolid  mohogony  with 
riondpotnted  markings  ond  details 

•  Over  160  models  in  stock 

•  Pr.ced  from  S99  50 

•  Satisfaction  guaranteed 

Call  1-800-950-9944 


I  aVI  I  f  I  I 


WOUS  S  LUBINC  MMHS 

ot  nut 

MIOXULfTUUi 


Investment  auality,  top 
graded  DIAMONDS  with  GIA 
certificates.  Ideal  most  cost 
effective  way  to  upgrade 
to  a  second  ring  with  a  larger, 
better  quality  diamond. 
WARREN  CLEIN 
800-967-3131 


SPEAK  AND 
GROW  RICH 

International  Seminar  Company 
expanding.  Speakers  required. 

Training  provided. 

1-416-798-2285 


For  Information  on 
Forbes/Market  Classified: 
Call  Linda  Loren 
212-620-2440 
Fax  212-620-2472 
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A  hedge  fund  downsizes 

Like  many  of  his  hedge  fund  breth- 
ren, Louis  Bacon  is  having  a  rotten 
year,  down  8%  so  tar.  So  he's  thinking 
about  shrinking  his  approximately 
$2.5  billion  Moore  Capital  Manage- 
ment. Being  up  an  impressive  46%  last 
year,  in  March  he  paid  out  $400 
million  to  his  investors,  and  there  may 
be  more  to  come.  "We're  unhappy 
about  our  performance  and  we're  try- 
ing to  slim  down,"  says  Bacon.  When 
you  aren't  looking  for  business,  you 
don't  need  a  lot  of  marketing.  Bacon 
has  shed  his  top  marketing  man, 
James  Kelly,  who  while  president  of 
Moore  Capital  was  responsible  for 
raising  Bacon's  billions. 

Will  more  former  hedge  fund  em- 
ployees follow  Kelly  into  the  streets  of 
Wall  Street?  Probably. 

-Rjva  Atlas  and  Dyan  Machan 

Capital  for  capital  goods 

Kemp  Fuller  Jr.,  chief  investment 
officer  for  New  York's  Common- 
wealth Associates,  expects  the  late- 
summer  rally  to  be  followed  by  a  fall 
correction,  but  he  nevertheless  would 
buy  some  capital  goods  stocks  now. 
He  contends  they'll  hold  up  well  in  a 
selloff  and  shine  if  the  market  goes  to 
new  highs.  Here  are  five  Fuller  likes, 
all  on  the  Big  Board: 

AMP,  the  world's  leading  connector 
company,  has  broken  out  to  new 
highs  after  six  years  of  underperfor- 
mance  when  heavy  development  costs 
and  recessions  constrained  earnings. 
Recent  price:  73%.  Fuller  expects  amp 
to  earn  $3.50  a  share  this  year  and 
$4.10  in  1995  and  thinks  the  stock 
can  hit  90  over  the  next  year  or  two. 

Cooper  Industries  (41 )  he  thinks  is 
a  turnaround  in  1995.  Earnings  com- 
parisons will  turn  positive  in  next 
year's  first  quarter,  versus  depressed 
1994  results.  His  per-share  estimates: 
$2.10  this  year,  $2.65  in  1995.  Fuller 
sees  the  stock  in  the  mid-50s  over  the 
next  12  to  24  months. 

Emerson  Electric  (60),  where  earn- 
ings growth  is  again  accelerating  (see 
Forbes,  Aug.  1).  For  the  fiscal  year 
ending  Sept.  30,  Fuller  expects  Emer- 
son to  earn  over  $3.50  a  share,  and  at 
least  $3.90  in  fiscal  1995.  Fuller  says 
the  stock  could  rise  to  80  over  the 
next  two  years. 

Fuller  calls  GE  (see  p.  88)  very  un- 


dervalued at  a  recent  50V2.  He's  fo- 
cusing on  ge's  huge  and  growing 
operating  cash  flow,  new  products 
and  productivity  gains.  He  thinks  GE's 
operating  earnings  will  be  close  to 
$3.30  a  share  in  1994  and  $3.85  in 
1995.  Fuller  looks  for  the  stock  to  be 
up  23%  to  35%  over  the  next  12  to  24 
months. 

Ceneral  Signal  (35)  is  merging  with 
Reliance  Electric.  Fuller  estimates  the 
new  company  will  earn  $2.80  a  share 
next  year.  Until  the  merger  is  complet- 
ed in  a  couple  of  months,  the  arbs  will 
tend  to  be  short  General  Signal  and 
long  Reliance  Electric.  This  makes  for 
an  opportunity  to  accumulate  General 
Signal,  which  he  doesn't  see  falling 
much  below  34.  He  expects  it  to  move 
to  56  over  the  next  two  years. 


Shades  of  a  different  hue 


A  Sunglass  Hut  in  New  York  City 
Did  the  sellers  goof? 


Is  Sunglass  Hut  International,  Inc. 
a  buy  again?  Last  May  insiders  were 
reported  to  have  unloaded  some 
400,000  shares  of  the  fast-growing 
company,  which  at  770  stores  is  the 
world's  largest  specialty  retailer  of 
sunglasses.  The  insider  selling  fanned 
Wall  Street  fears  that  inventories  were 
piling  up  and  that  Sunglass  Hut's  sales 
were  flattening.  Over  the  next  week 
and  a  half,  Sunglass  Hut's  o-t-c-listed 
stock  dropped  by  over  a  third,  from 
37  to  23V2. 

But  the  company  confounded  the 
skeptics.  Sunglass  Hut  recently  re- 
ported that  sales  for  the  six  months 
ended  July  30  rose  35%,  to  $128.8 


million,  on  a  53%  earnings  gain 
$11.7  million. 

Having  recovered  to  a  recent 
Sunglass  Hut  sells  for  a  rich  31  til 
trailing  earnings  and  22  times 
consensus  1995  estimate.  But  1 
hasn't  frightened  some  big  buy 
among  them  Fidelity  Manageir 
and  Morgan  Stanley,  sec  filings  sli 
Fidelity  recently  more  than  doutj 
its  stake,  to  6%  of  the  10.2  mill 
shares.  As  for  Morgan  Stanley 
bought  another  100,000  shares,  r 
ing  its  reported  holdings  to  a  t< 
325,000  shares.  -Richard  Phai 

Infrastructure  play 

Is  Framingham,  Mass. -based  Pe 
Corp.,  the  old-line  commercial  c 
struction  company,  on  the  comeb 
trail?  Charles  Cowan,  a  broker/in\ 
tor  at  Saranac  Lake,  N.Y.'s  Rot 
Thomas  Securities,  thinks  so. 

Perini,  founded  100  years  ago  ; 
still  run  by  the  Perini  family,  I 
money  on  some  land  developrri 
projects,  its  debt  surged  and  its  ba 
log  shrank.  Amex-listed  Perini  st< 
peaked  at  39%  in  1989  and  dropj 
to  a  recent  9V2. 

But  Cowan  notes  that  Peril 
backlog  has  recovered  to  a  rea 
$1.4  billion,  thanks  to  governm 
contracts  for  repaving  roads  i 
bridges.  He  expects  it  to  pick 
prison  construction  business  from 
pork-laden  crime  bill  recently  sigt 
into  law.  Cowan:  "I  figure  that  o 
this  construction  cycle  of  about  th 
years,  at  the  peak  Perini  could  e 
around  $2  a  share  and  the  stock  co 
trade  for  about  20." 

Perini's  quarterly  results  can  be  t 
ribly  unpredictable,  and  the  stc 
pays  no  dividend.  If  those  thil 
bother  you,  consider  Perini  $2.1 
cumulative  convertible  preferred.  1 
cent  price,  22;  yield,  9.63%.  Whil. 
doesn't  offer  the  capital  gains  pot* 
tia!  of  the  common  stock,  the  p 
fcrred  does  offer  a  nifty'  cushion 
case  Perini's  road  to  recovery 
bumpy.         -Howard  Rudnit 

Tortilla  flat 

In  a  country  that  consumes  abou 
billion  tortillas  a  day,  $600  milli 
( 1993  sales)  Grupo  Industrial  Mas< 
would  look  to  have  it  made.  By  inve 
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for  later. 


:or  now, 


heavily  in  new  plants  and  technol- 
,  it  has  garnered  a  dominant  77% 
e  of  Mexico's  corn  milling  market. 
;  it's  part  of  Mexican  billionaire 
terto  Gonzalez  Barrera's  growing 
ness  empire;  its  parent  company, 
ma  S.A.,  markets  ready-made  tor- 
i  in  supermarkets  throughout 
th  and  Central  America, 
nee  Mexico's  ruling  party  won 
gist's  presidential  election,  Ma- 
stock  has  been  on  a  tear.  Ditto  its 
i-listed  American  Depositary 
•es;  recent  price,  28. 
ut  at  current  levels  Oppenheimer 
yst  Mark  Phillips  says  Maseca  is 
overpriced.  Last  year  the  Mexican 
:rnment  privatized  its  own  ineffi- 
tly  run  milling  operation,  now 
:d  Minsa.  Minsa's  new  owners 
to  greatly  expand  capacity,  with 
ye  to  competing  against  Maseca. 
in  while,  the  Mexican  government 
is  to  be  moving  faster  to  eliminate 
idies  that  support  the  price  Ma- 
gets  for  its  milled  flour, 
[aseca  trades  for  27  times  the 
13  per  depositary  share  Phillips 
nates  the  company  will  earn  next 
.  Thus  its  multiple  on  prospective 
5  earnings  is  nearly  twice  that  of 
ntial  long-term  competitors  like 
ler  Daniels  Midland  and  CPC 
rnational.  There  are  probably 
er  places  right  now  for  investing 
texico.  -Christopher  Palmeri 


iere  are  they  now? 

rsold,  decreed  Dillon,  Read 
te  building  analyst  John  Stanley 
n  he  touted  Dallas- based  Centex 
p.  to  Streetwalker  last  spring  at 
t.  Hammered  because  of  rising 
tgage  rates,  the  big  home  build- 
stock  had  cratered  from  453/4  in 
*uary.  Stanley  expected  Centex  to 
:fit  from  a  gradual  increase  in 
le-  family  housing  activity  over  the 
year  or  two,  even  with  higher 
•est  rates. 

ut  the  stock's  ticked  down  to 
i,  Centex's  mortgage  banking  re- 
i  continue  to  deteriorate,  and 
ley  has  cut  his  earnings  estimates, 
tow  says  Centex  has  yet  to  prove  it 
grow  in  the  current  interest  rate 
ronment.  He  still  likes  the  stock, 
for  now  it  looks  like  dead  money 
s.  Unless  you've  got  lots  of  pa- 
re, take  your  losses.  Hi 
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Twentietli  Century 
Equity  Income 

If  you  seek  current  income  from  your  investment  and  want 
to  have  the  long-term  growth  potential  of  stock  fund  investing, 
consider  Twentieth  Century's  newest  fund:  Equity  Income. 

This  no-load  fund  invests  in  a  portfolio  of  stable  companies 
that  is  targeted  to  exceed  the  yield  of  the  stocks  in  the  S&P  500  Index. 
Due  to  its  more  conservative  equity  investment  strategy  of  pursuing 
current  income,  the  fund  has  the  potential  for  less  price  fluctuation 
than  you  might  expect  from  many  other  types  of  stock  funds. 

Equity  Income  joins  Twentieth  Century  Value  in  the 
category  of  conservative  stock  funds  offered  by  Twentieth  Century. 

To  find  out  how  you  can  pursue  current  income  and  growth 
potential,  call  for  your  free  information  kit  containing  a  prospectus 
with  more  complete  information,  including  charges,  expenses 
and  minimums.  Please  read  the  prospectus  carefully 
before  investing. 

Call  today,  toll-free: 

1-800-345-2021 

Ask  for  extension  6060 

EO.  Box  419200,  Kansas  City,  MO  64141-6200 

Investments  That  Work" 


©  1994  Twentieth  Century  Services,  Inc 
FBS 


While  this  is  a  conservative  equity  fund,  it  is  an  equity  investment,  which,  by  nature  has  a  value 
that  will  fluctuate  and  your  investment  may  decrease  in  value.  As  with  all  of  your  investments, 
consider  your  objectives,  circumstances  and  risk  tolerance  before  you  invest. 


INCOME  AND  GROWTH  POTENTIAL  IN  ONE  FUND! 


C71 

*  % 

OWN  YOUR  OWN  RANCH  If 
THE  COLORADO  ROCKIE" 


We  provide  full  financing  and  buyer  protection.  If  you've  ever  dreamed  of  owning  your  own  p 
the  Rockies,  now  is  the  time  to  act.  This  property  can  provide  you  with  a  perfect  base  for  vac 
cross-country  skiing,  hunting,  camping  and  a  host  of  other  outdoor  sports  and  family  fun.  Fo 
information  without  obligation, 


Call  1-800-FORBES-5.  Outside  the  U.S.  (719)  379-3263. 
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e  more  things  change . . ." 
years  ago  in  Forbes 

)M  THE  ISSUE  OF  OCT.  15,  1924) 
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I 

In  the  1920s, 

New  York  even 

built  traffic 

towers  on  main 

avenues  to  try 

to  manage  its 

growing 

n 

congestion. 

ansit  lines  of  New  York  City  cany 
Lially  upwards  of  2.5  billion  reve- 
passengers.  This  is  more  than  20 
:s  the  entire  population  of  the 
.,  and  nearly  twice  the  total  num- 
}f  passengers  transported  annually 
11  our  steam  railroads  combined." 

ospects  for  the  next  12  months 
nspiring  in  virtually  every  impor- 
respect.  What  are  the  facts?  In 
acial  and  business  circles  it  is  taken 
granted  that  the  presidential  elec- 
will  result  satisfactorily." 

om  a  five-year  study  of  unem- 
ment,  the  Russell  Sage  Founda- 
finds  that  from  10%  to  12%  of  all 
workers  in  the  U.S.  are  continual- 
it  of  employment  when  good  and 
years  are  averaged." 

years  ago 

im  the  issue  of  Oct.  15,  1934) 
eluding  truck  as  well  as  car  sales, 
vrolet  had  almost  caught  Ford  at 
:nd  of  September.  Ford,  it  will  be 
lied,  got  off  to  a  big  lead  early  in 
/ear  before  Chevrolet  got  into  full 


rouhd 

THE 

WORLD 


Yes,  that  was 
all  it  cost 
in  1934  for  a 
round-the-world 
journey  in  first- 
class  luxury. 


production  on  its  1934  models.  Ever 
since,  the  General  Motors  entry  has 
been  whittling  away  at  that  lead,  gain- 
ing in  car  sales  in  most  months  and 
continuing  to  hold  first  position  in 
truck  sales  in  every  month.  If  the 
trend  of  recent  months  continues, 
Chevrolet  will  be  ahead  at  the  end  of 
the  year." 

50  years  ago 

(From  the  issue  of  Oct.  15,  1944) 
"Allied  forces  are  striking  a  heavy 
blow  at  Hitler  with  a  huge  new  glider 
that's  specially  designed  to  carry 
tanks.  Called  the  Hamilcar,  it  has  a 
wingspread  greater  than  a  four-en- 
gined  bomber,  yet  can  land  in  a  small 
field." 

"The  conference  between  represen- 
tatives of  the  U.S.,  Great  Britain  and 
Russia  is  said  to  be  in  agreement,  after 
a  six-week  discussion,  on  the  form  of 
the  'general  international  organiza- 
tion .  .  .  for  the  maintenance  of  inter- 
national peace  and  security'1  called  for 
by  a  resolution  of  both  the  Senate  and 
the  House." 

25  years  ago 

(From  the  issue  of  Oct.  15, 1969) 


The  Franklin  Mint  proved  just  that 
to  founder  Joseph  M.  Segel. 


"The  quickest  way  to  make  a  million 
bucks  is  to  discover  something  habit- 
forming  but  legal,  like  cigarettes,  say, 
or  booze.  Ask  38-year-old  Joseph  M. 
Segel.  He  actually  did  it.  For  15  years 
Segel  was  an  obscure  marketing  man 
searching  for  his  pot  of  gold.  In  1964 
he  found  it.  Segel  heard  of  collectors 
snapping  up  the  last  silver  dollars 
minted  by  the  U.S.  He  got  the  idea  of 
manufacturing  his  own  coins.  Since 
then  Segel's  Philadelphia-based 
Franklin  Mint  has  minted  over  18 
million  shiny  '■coins,1  which  it  has  sold 
to  some  300,000  collectors  at  prices 
ranging  from  $1 .50  (bronze)  to  $950 
(platinum)  per  coin." 


"Soaring  interest  rates  are  making 
bond  buyers  of  U.S.  investors  who 
used  to  put  most  of  their  surplus  cash 
into  savings  accounts.  From  1966 
through  1968  they  put  an  average  of 
$19  billion  yearly  into  savings  ac- 
counts and  $11.2  billion  into  bonds. 
But  this  year,  according  to  estimates 
by  Salomon  Bros.  &  Hutzler,  they 
will  probably  add  only  $7.5  billion  to 
savings  accounts  and  buy  $23.3  bil- 
lion worth  of  bonds. .  .  ." 

10  years  ago 

(From  the  issue  of  Oct.  8,  1984) 


lor  pa' 


Congress  cured  one  Advil  headache. 


"New  legislation  awaiting  President 
Reagan's  signature  makes  it  easier  for 
generic  drug  firms  to  market  products 
once  the  patent  protection  expires. 
This  will  squeeze  a  lot  of  companies — 
among  them  N.Y.C. -based  American 
Home  Products.  [But]  the  measure 
also  gives  the  firm  a  big  break  on 
Advil,  its  over-the-counter  ibuprofen 
analgesic:  Approval  of  new  drug  ap- 
plications granted  between  January 
1982  and  the  date  the  law  is  signed 
includes  the  right  to  a  two-year  exclu- 
sivity. Advil  benefits  from  that  provi- 
sion, as  does  Bristol-Myers'  Nuprin. 
So  the  two  firms  will  have  a  free  hand 
.  .  .  until  the  spring  of  1986." 

"From  the  time  that  merger  rumors 
began  circulating  in  June,  when  Car- 
nation stock  was  selling  in  the  mid- 
50s,  until  Sept.  4,  when  Nestle  agreed 
to  pay  $83  a  share,  Carnation  denied 
anything  was  going  on.  According  to 
the  tender  offer,  negotiations  be- 
tween the  two  large  food  companies 
began  on  July  19.  Yet  on  Aug.  7,  after 
Carnation  shares  had  risen  4V6,  to 
66%,  Treasurer  Michael  Malone  said 
there  were  'no  corporate  develop- 
ments that  would  account  for  the 
stock  action.''  Another  denial  fol- 
lowed on  Aug.  21."  BH 


»es  ■  October  10,  1994 


163 


THOUGHTS  UN  THE  BUSINESS  DP  LIFE 


Bringing  Home  The  Boys  has 
been  a  top  objective  of 
Americans  ever  since  we  first 
sent  some  of  them  overseas 
decades  ago.  At  the  close  of 
World  War  I  the  phrase 
flowered,  though  Vll  bet  it  was 
used  in  connection  with  the 
Spanish  American  War. 
Probably  even  before  that,  when 
Americans  stormed  the  forts 
outside  Mexico  City  in  1847. 
Thank  God  we're  doing  so  again 
from  Vietnam.  But  the  Return 
of  Americans  shouldn  yt  be 
confined  to  battle  zones.  We 
are  neither  wanted,  nor  needed, 
nor  should  we  be  in  large 
numbers  in  such  places  as 
Germany,  Korea,  Thailand, 
Okinawa,  Japan,  the 
Philippines,  Turkey,  Spain 
and  so  on,  ad  nauseam. 

-Malcolm  Forbes 


A  Text .  .  . 

Take  heed  that  ye 
do  not  your  alms 
before  men,  to  be  seen 
of  them:  otherwise  ye 
have  no  reward  of  your 
Father  which  is 
in  heaven. 
-Matthew  6:1 


Sent  in  by  Mark  Simonetti, 

Roseboro,  N.C. 

What's  your  favorite  text? 

The  Forbes  Scrapbook 

of  Thoughts  on  the  Business 

of  Life  is  presented  to  senders 

of  texts  used. 


Man's  destiny  lies  half  within 
himself,  half  without.  To  advance 
in  either  half  at  the  expense  of 
the  other  is  literally  insane. 
-Philip  Wylie 

The  life  of  children,  as  much  as 
that  of  intemperate  men,  is 
wholly  governed  by  their  desires. 

-Aristotle 

A  businessman  is  a  hybrid 
between  a  dancer  and 
a  calculator. 

-Paul  Valery 

Writing  is  not  hard.  Just 
get  paper  and  pencil,  sit 
down  and  write  it  as  it 
occurs  to  you.  The  writing 
is  easy — it's  the  occurring 
that's  hard. 
-Stephen  Leacock 


I  like  people  to  come  back 
and  tell  me  what  I  did 
wrong.  That's  the  kindest 
thing  you  can  do. 
-Lillian  Gish 

How  you  react  when  the  joke's 
on  you  can  reveal  your  character. 
-Robert  Half 

Never  borrow  money  except 
for  a  primary  residence, 
education,  or  emergency 
health  problems. 
-Old  southern  saying 

More  than  9,000  "Thoughts,"  indexed  by  author  and 
subject,  are  available  in  a  three-volume  boxed  set  at 
$69.50  ($27.50  per  volume  if  purchased  separate- 
ly). Also  available,  a  one-volume  edition  of  over  3,000 
"Thoughts."  Price:  $27.50.  Send  check  and  order  to 
Forbes  Books,  P.O.  Box  11234,  Des  Moines,  IA 
50340.  Add  sales  tax  on  orders  in  New  York  State 
and  other  states  where  applicable.  For  faster  service 
call  1-800-234-4553  and  charge  to  your  credit  card. 


I  do  the  very  best  I  know  how, 
the  very  best  I  can;  and  I  mean 
to  keep  on  doing  it  to  the  end.  If 
the  end  brings  me  out  all  right, 
what  is  said  against  me  won't 
amount  to  anything.  If  the  end 
brings  me  out  all  wrong,  ten 
angels  swearing  I  was  right  would 
make  no  difference. 
-Abraham  Lincoln 

Some  of  the  greatest  love  affairs 
I've  known  have  involved  one 
actor — unassisted . 
-Wii^on  Mizner 

You  can  cultivate  taste,  as  you  canj 
the  intellect.  Full  understanding 
whets  the  appetite  and  desire, 
and,  later,  sharpens  the 
enjoyment  of  possession. 
-Baltasar  Gracian 

Abstainer:  A  weak  person  who 
yields  to  the  temptation  of 
denying  himself  a  pleasure. 
-Ambrose  Bierce 

Even  Noah  got  no  salary  for  the 
first  six  months — partly  on  accour 
of  the  weather  and  partly  because 
he  was  learning  navigation. 
-Mark  Twain 

I  have  always  believed  that 
it's  important  to  show  a  new 
look  periodically.  Predict- 
ability can  lead  to  failure. 
-T.  Boone  Pickens 

Where  destiny  blunders,  human 
prudence  will  not  avail. 

-Publilius  Syrus 

We  are  all,  it  seems,  saving 
ourselves  for  the  senior 
prom.  But  many  of  us  forget 
that  somewhere  along  the 
way  we  must  learn  to  dance. 
-Alan  Harrington 
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You  could  hear  a  pin  drop  when  Sprint 
launched  the  first  nationwide  100%  digital, 
fiber  optic  network  back  in  1986.  And  almost 
a  decade  later,  it's  still  the  only  one.  Today, 
Sprint's  network  spans  the  globe,  bringing 
you  advanced  technology  like  the  world's 


Be  there  now.  ~. 


largest  videoconferencing  network.The  first 
application  of  ATM  data  transmissions  and 
the  first  and  only  voice  activated  calling  card. 
At  Sprint,  that's  not  just  a  promise  for  someday 
in  the  future.  That's  the  power  to  be  there  now. 
That's  the  power  of  a  pin.  1-800-PIN-DROP 


Sprint, 


ommuncations  Company  L .  P. 


Get  The  Next-Best  Thing 
To  Your  Own  Seat 

t 

On  The  Exchange 


•  Get  a  10%  discount  on  stock 
or  option  trades 

•  No  monthly  fees  or 
on-line  charges4 

•  Now  available  in  all 
Fidelity  Investor  Centers 


Award-Winning  Fidelity  On-line  XpressSM 
Order  For  $49.95 

Why  pay  for  a  seat  on  Wall  Street  when  you  can  trade  directly  to  the 
financial  markets'  with  FOX  software  for  ^.^.PC/Computing 
called  FOX  software  "a  quantum  leap  in  electronic  investing ...  for 
investors  who  want  dominion  over  their  portfolios  and  like  to  stay  a 
step  ahead  of  the  crowd."2  Here's  what  you  can  do  with  FOX  software: 

•  Place  your  own  trades  when  you  want 

With  FOX  software,  you  can  access  real-time  quotes  and  place  your 
own  stock  and  option  trades  in  seconds,  and  save  an  extra  10%  off 
Fidelity's  already  low  commissions. 

•  Enjoy  one-stop  mutual  fund  shopping. 

Buy,  sell,  and  exchange  more  than  1,700  ftinds  from  over  150  pop- 
ular fund  companies  -  including  more  than  350  funds  available 
without  paying  transaction  fees/ 

•  Monitor  the  performance  of  your  Fidelity  accounts. 

Follow  your  investment  performance  and  track  important  tax  infor- 
mation, including  cost  basis  information. 

•  Stay  on  top  of  fast-moving  markets. 

Telescan,  Dow  Jones  News/Retrieval®,  and  S&P  MarketScope® 
subscriptions  are  available  to  FOX  software  users  at  attractive  rates. 


To  Order  Call 

1-800-544-9375 


Fidelity 


Investments' 


4b 

'FOX  software  orders  are  sent  directly  to  the  markets  via  Fidelity  's  computer  system,  which  verifies  that  the  orders  pass  .standard  trading  and  account  requirements.  FOX  software  won 
PC/Computing's  "Most  Valuable  Product"  award  in  the  financial  accounting  field  in  1992.  'For  more  complete  information  on  any  fund  available  through  FundsNetwork"  including  charges 
and  expenses,  call  for  a  free  prospectus.  Please  read  it  carefully  before  vou  invest  or  send  money.  All  fees  as  described  in  the  fund's  prospectus  still  apply  'Telephone  charges  may  apply. 
Fidelity  Brokerage  Services,  Inc.  Member  NYSE/SIPC  CODE:  ASAP/1 01 094 


Time  trudges  along. 

So  DO  YOU. 

Them  one  day  yoi  discover 
the  gas  pedal. 


Microsoft  Office, 
now  optimized 
for  Power  Macintosh: 


Microsoft 


Poker  Macintosh. 
Runs  Microsoft  Office 
at  accelerated  speed. 


Apple* 


Get  more  in formation. 
Call  1-800-343-9595.  ext.  100. 
And  step  o\  it. 
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Quick  'N'  Dirty 

9 Editor's  Letter: 
The  Unbearable  Burden  of  Hip 

When  technology  executives  get 
cool,  press  the  "sell"  button. 
by  Rich  Karlgaard 
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Letters  to  ASAP 


1  *T  Gameplan:  The  Case  for  Kudos 

J-  /  Our  famously  tough 
taskmaster  reminds  managers  of 
their  manners. 

by  Bill  Walsh 

O  O  The  Downsize!-:  Fire  Your 
<J<^/  Purchasing  Managers 

Electronic  data  interchange  cuts 
purchasing  time,  cost  and 
paperwork — and  doesn't  take 
kickbacks. 

by  Andy  Kessler 

*TQ  The  Big  Picture: 
/  O  Static  Scaremongers 

The  neo-Populists  who  ask  us  to 
resist  post-industrial  change  would 
sacrifice  long-term  gains  for  short- 
term  reassurances. 

by  Virginia  Postrel 

MBionomic  View:  Dyslexic 
Digital  Digger 

How  a  computer  programmer  with 
a  reading  disability  created  a  fast 
and  fuzzy  retrieval  system  that 
mimics  Darwinian  evolution. 

by  Michael  Rothschild 


1  QOASAP  legends: 
XO  \J  Douglas  Engelbart 

The  man  behind  the  mouse 
changed  forever  the  bond  between 
mankind  and  computers. 

by  Owen  Edwards 

"1  [~  1  Mores:  Lost  in  Cyberiag 

J.     X  Stop  the  Brave  New 
World,  I  want  to  get  on. 

by  Owen  Edwards 

1  COTid-Bytes 

J-  <J  -Zj  Pigskin  Program- 
ming/RIP  Rotary  Phones/Stroke  of 
Genius/Vapor  Trail 

by  Kevin  J.  Hogan 

1  £"  /^The  Peters  Principles:  A 
X  <J  vJPaean  to  Self-Organization 

Enough  of  reengineering's  lockstep 
organizing!  Let  your  best  project 
managers  do  it  their  way,  and 
flexibility  will  follow. 

by  Tom  Peters 


Case  Studies 

Q  f  New  Software  =  Faster 
O  \J  Factories 

If  you  liked  Material  Requirements 
Planning  (and  you  did),  you're  going 
to  love  cross-functional  software. 

by  Alice  LaPlante 

A  EZ  Savvy  IT  Lets  PanCan  Dance 

i"tj  Building  an  information 
pipeline  lets  a  Canadian  oil  driller 
grease  the  skids,  cut  costs  and 
boost  profits. 

by  David  Freedman 

"j  1  Q  Powering  the  Comeback 
X  X  Oat  Coopers 

The  dynamic  duo  of  Eugene 
Freedman  and  Ellen  M.  Knapp 
cured  Big  Sixer  Coopers  &  Lybrand 
of  its  techno-dysfunction. 

by  Glenn  Rifkin 
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A  Q  Internet  101 

t  O  A  short  course  on  how  to 
get  on  the  infobahn,  and  what 
vehicle  best  suits  your  needs. 

by  David  Strom 

1  1  /^Home-Office  Budgeting 

X  J.  \J Your  checkbook's  out, 
your  commute  is  about  to  drop 
from  miles  to  feet — so  how  much 
should  your  new  found  efficiency 
set  you  back? 
by  Robert  X.  Cringely 


Small  Business 

(~\  O  Breaking  Away: 

jLj  O  Upcountry  Consultant 

Marketing  marvel  Dwight  }ewson 
has  turned  his  Berkshires 
hideaway  into  a  bustling  HQ. 

by  Andrew  Feinberg 

"1       O  North  to  the  Future 

X^/*JWith  cash  grants  for 
technology  startups,  Alaska 
attempts  to  become  a  user-friendly 
frontier. 

by  Kevin  J.  Hogan 


Features 

Q  "I  Tracers  of  the  Lost  Art 

Z-i  X  A  rich  list  of  purloined 
paintings  inspires  the  Art  Loss 
Register  to  put  wanted  posters  on 
line- 
by  James  Daly 


O  Q  Know-Nothing  CEOs 

<J  ^uWhen  it  comes  to 
managing  IT,  being  on  top  had 
better  not  mean  being  above  it  all. 

by  Leo  f.  Heile 

Interview:  William  Buckley  Ir. 

\J  \J  At  sea — but  never  lost — 
conservatism's  Captain  Blithe 
talks  about  technology  in  his 
work,  his  pleasure  and  his  politics. 
Avast,  ye  luddites! 
by  Peter  Robmson 

"1  r\  /^Hot  Time  at  the  Hotline 

X  \J  wFrom  a  Falls  Church,  Va., 
attic,  the  American  Political 
Network  modem-delivers  a  spicy 
appetizer  for  the  Beltway's 
collective  power  lunch. 
by  Richard  Rapaport 

mTelecosm:  Ethersphere 
They're  neither  bird, 
plane  nor  Superman,  but  low  earth 
orbit  satellites  are  the  next  big 
thing  in  the  communications 
revolution.  Who  will  win  the  new 
space  race? 
by  George  Gilder 
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Is  she  more  loyal  to  your  compelitio 
than  she  is  to  you? 


Relationship  marketing.  Frequent  customer  programs. 
Companies  spending  millions  building  customer  loyalty 

A  lot  of  which  they  could  be  saving.  If  only  they  knew 
more  about  the  people  they're  marketing  to. 

For  instance,  if  an  airline  knew  that  15%  of  its  best 
customers  racked  up  twice  as  many  miles  on  another  carrier, 
think  how  it  could  change  the  way  they  market  to  them. 

If  a  soft  drink  company  knew  which  customers  in 
specific  neighborhoods  of  every  city  wanted  which  product, 
think  how  it  could  impact  distribution  and  promotions. 

There's  no  doubt  about  it.  Customer  information  can 
be  the  most  powerful  tool  a  company  has. 

And  of  all  the  information  companies  out  there,  we're 
the  one  that  best  unites  the  strengths  of  both  computing 
and  communications  in  our  solutions. 

Our  Get  IX  Move  YT,  Use  IT™  Customer  Focused 
Solutions  are  already  at  work.  Helping  one  of  the  world's 
largest  retailers  understand  customer  buying  habits  by  store. 
So  they  can  stock  what  people  want  most,  while  reducing 
out-of-stock  occurrences  and  markdowns. 

Helping  banks  minimize  the  time  and  expense  of  loan 
approvals.  Reducing  processing  time  to  as  little  as  15  minutes, 
while  cutting  out  up  to  25%  of  the  cost.  Helping  phone 
companies  cross-sell  services  and  identify  new  opportunities. 

There's  a  Customer  Focused  Solution  tailored  to  your 
industry  And  your  company 

Call  1  800  579-5722.  We'll  tell  you  more. 


AI&I  Customer 
Focused  Solutions. 
Turning  information 
into  understanding. 


Now  that  NCR  and  AT&T  are  one,  computing 
and  communications  have  come  together  to  help  you 
get,  move,  and  use  information. 


AT&T 

Global  Information 
Solutions 


It's  easy  to  see  how  the  new  Canofile  510  electronic  filing  system 
stacks  up  to  ordinary  manual  filing.  But  how  well  does  it  stack 
up  to  other  electronic  systems?  So  beautifully,  we  hardly  know 
where  to  begin. 

Fact  is,  the  compact,  Canofile  510  is  the  fastest,  easiest 
document  filing  system  of  its  kind.  With  just  the  stroke  of  a 
pen,  it  allows  you  to  scan — front  and 
back — a  quick  50  pages  per  minute.  All 
you  do  is  mark  the  appropriate  boxes 
on  our  easy-to-use  Canofile  Registration 
Sheet  then  sit  back  at  your  large,  tilt- 
screen  display  and  relax.  The  system 
automatically  does  the  rest. 
And  you  never  have  to  worry  about  how  much  you  file. 
Since  each  interchangeable  Canon  5.25"  Magneto  Optical  Disk* 
accepts  up  to  13,000  documents,**  there's  virtually  no  limit  to 
the  number  of  documents  this  system  can  store. 

Of  course,  once  your  files  are  scanned  in,  the  Canofile  510 
gives  you  every  file-management  advantage  you  can  think  of.  Our 


;  Canon  Diskfile  502M  sold  separately. 
"Based  on  COTT  #1  Chan. 

f  Diskfile  Drive  5001S.  CFView  and  CFIndex  are  trademarks  of  Canon  Information 
Systems.  All  other  trademarks  are  of  their  respective  corporations.  ©  1994  Canon  U.S.A.,  Inc. 


Registration  Sheets  make  filing 
more  efficient 


File  or  retrieve  at  airy  IBM  PC 
or  compatible 


Post  Indexing  feature  lets  you  file  documents  by  name,  numj 
date  or  any  combination.  It  allows  you  to 
retrieve  documents  in  an  instant,  view  them  in 
on  the  LCD  display,  even  copy  them  to  otl 
disks.  Plus  when  the  Canofile  510  is  use 
tandem  with  the  Canon  Fileprint  300,  jj 
can  make  eight  crisp,  clear  laser  printo 
every  minute. 

The  Canofile  510  also  makes  shar 
files  a  cinch  too.  Not  only  can  you 
index,  scan  and  view  documents  at 
the  system  itself,  but  at  any  office 
IBM""  PC  or  compatible  using  optional 
CFView  "  and  CFIndex software  (for 
Windows"  )  and  an  external  Magneto 
Optical  Disk  DrivetThe  Canofile  510 
even  lets  you  retrieve  and  view  files  from  the  Canofile  250. 

Need  more  reasons  to  purchase  the  Canofile  510?  Call 
1-800-352-8333  ext.  280.  We've  got  tons  of  them. 


Choose  CFView  and  Cfln 
software  for  Windows 


Canoi 


Editor's  Letter 


By  Rich  Karlgaard 


The  Unbearable 
Burden  of  Hip 


w 


ITH  THREE  MONTHS  Still  to  go,  the 

verdict  is  already  in  on  1994.  This  is 
the  year  computers  and  networked 
communications  went  hip.  The  signs 
are  everywhere.  Newspapers  and  the 
evening  broadcasts  are  keen  to  use  the 
correct  lingo:  cyberspace,  I-way, 
infobahn.  Time  and  Newsweek  devot- 
ed cover  stories  to  the  Internet.  Both 
got  E-mail  boxes.  Gen-Xers  hold  raves 
over  "the  Net."  A  hot  new  magazine, 
Wired,  burst  out  of  its  cyberpunk 
niche  and  into  the  popular  buzz. 
Hollywood  executives  beat  a  path  to 
Silicon  Valley.  Everyone  with  a  Zegna 
jacket  or  oval  glasses  pondered  the 
Clipper  chip.  We  expect  to  hear  Barbra 
Streisand  soon  naming  her  personal 
bandwidth  consultant. 

Our  advice:  forget  hip.  It's  an 
unprofitable  distraction. 

The  Nerds  Are  Still  Avenging 

Success  is  dominated  by  the  unhip — 
as  a  quick  look  at  the  best  technology 
companies  shows.  Microsoft's  Bill 
Gates,  thumbprints  on  eyeglasses, 
hip?  Intel's  Andy  Grove  in  his  profes- 
sorial sweaters?  (Okay,  Oracle's  Larry 
Ellison  likes  flirting  with  hip.  Fortu- 
nately, his  idea  of  cool  has  more  in 
common  with  '80s  swashbuckling — 
"growth  is  good" — than  with  '60s  hal- 
lucinations. Example:  Ellison  vows  to 
fly  an  F- 18  fighter  jet.  One  has  to 
applaud  that.) 

Compaq's  Eckhard  Pfeiffer  is  far 
from  hip;  he's  a  German  operations 
guy  after  all.  Computer  Associates' 
Charles  Wang,  one  of  our  favorites,  is 
so  unhip  he  produces  mainframe  soft- 


In  technology,  a  cool 
image  is  everything. 
That  is,  unless  you'd 
rather  raise  productivity 
gain  market  share, 
make  money  and  blow 
away  your  competition. 


ware  and  bans  employee  E-mail  during 
prime  working  hours. 

Now  let's  examine  the  flip  side. 
Bob  Kavner  was  a  highly  effective 
executive  at  AT&T,  until  he  got 
trendy  and  plunged  Ma  Bell  into  pen 
computing  and  games.  Now  he's 
moved  on  to  Hollywood,  teaming  up 
with  Michael  Ovitz  in  a  talent  search 
for  infobahn  content.  Bob:  we  think 
you're  lookin'  for  success  in  all  the 
wrong  places. 

Apple  practically  defined  hip.  Along 
with  birthing  its  insanely  great  com- 
puters. Apple  made  owning  one  cool. 
For  two  or  three  years  the  strategy 
worked.  Then  it  plateaued,  stuck  in  its 
own  adolescence.  Apple's  Macintosh 
never  caught  on  with  corporate  Amer- 
ica, which  wanted  simpler  virtues: 
price/performance  and  connectivity. 

Fortunately,  Apple  still  produces 
great  computers.  Better  yet,  it  is  now 
under  the  whip  of  profoundly  unhip 
Michael  Spindler.  Look  for  Apple  to 
exceed  expectations. 

For  a  while  this  spring  and  sum- 


After  you  rend  ASAP,  tell  us  what  you 
think  Fax  us  at  415-637-1987  or  reach  me 
on  MCI  Mat!  S09  6V30  (Corporate  reengl- 
neers.  tell  as  your  success  stones  I 


mer,  IBM  got  into  the  act,  mnning  hip 
ads  for  its  PCs  in  trendy  magazines 
like  the  New  Yorker.  Featured  were  an 
oddly  new  kind  of  IBM  customer — 
T-shirted  New  Agers  and  wan  men  in 
dark  turtlenecks. 

Put  aside  how  false  that  note  rang. 
What's  really  odd  is  how  $62  billion 
IBM  thought  it  would  find  revenue 
growth  by  selling  PCs,  one  at  a  time,  to 
burned-out  Woodstockers.  Not  surpris- 
ingly, the  strategy  was  a  bust;  Big  Blue's 
personal  computer  revenues  since  the 
second  quarter  have  stalled,  despite  a 
lineup  of  terrific  products.  But  when 
you're  kneeling  at  the  altar  of  hip,  who 
cares.  Happily  for  IBM's  shareholders 
and  employees,  Lou  Gerstner,  so  unhip 
he  once  commanded  a  cigarette  compa- 
ny, read  the  numbers.  He  ordered  an 
agency  consolidation. 

A  deadly  combination  is  hip  and 
PC  (politically  correct,  that  is).  A 
major  software  house,  in  a  death 
struggle  with  Microsoft,  decides  to 
fight  back  by. .  .producing  a  politically 
correct  grammar  checker!  Writer  Ben 
Stein  describes  it  in  the  September 
American  Spectator: 

It's  astonishing.  If  you  put  in  "girls,"  the 
computer  program  tells  you  that's  sexist 
and  you  should  instead  try  "young 
women."  If  you  put  in  "mailman,"  it  tells 
you  to  try  "mailperson."  If  you  put  in 
"Jews,"  it  says  "offensive." 

Vendors,  go  back  to  basics.  What 
the  vast  majority  of  American  busi- 
nesses and  home-office  entrepreneurs 
want  when  they  buy  teclinology  prod- 
ucts is  a  groovy  bottom  line.  They  are 
motivated  by  cash,  not  cachet. 
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You  can't  share  the  vision  if 
you  can't  share  the  information. 


This  is  for  you,  whose  job  it  is  to  create  the  vision. 

You  may  devise  brilliant  strategies,  and  formulate 
ingenious  plans,  and  proclaim  ambitious  goals.  But  unless  your 
organization  can  follow  where  you  lead,  your  vision  is  in  vain. 

For  the  past  25  years,  SCT  has  been  helping  clients  realize 
the  power  of  their  vision  by  helping  them  capture  and  control 
the  power  of  information.  Our  1,500  professionals  work  with 
universities,  utilities  and  governments  worldwide  to  implement 
the  right  mix  of  technology,  software  and  services  to  meet 
current  and  future  needs.  In  the  area  of  client/server  technology, 
SCT  has  emerged  as  a  clear  leader. 

That  means  we  can  integrate  your  systems  so  everyone 
can  talk  to  everyone  else.  And  customers  can  be  better  served. 

It  means  providing  you  with  our  proven  software  packages 
that  can  be  tailored  expressly  for  your  particular  needs.  At  a 
substantial  cost  advantage  versus  custom  software. 

It  means  giving  you  the  option  of  outsourcing  your  entire 
computing  operation  with  an  experienced,  responsive  partner.  So 
that  you  can  focus  your  resources  on  the  business  at  hand. 

SCT  stands  ready  to  do  all  these  things.  Beginning 
immediately.  To  free  your  people.  And  unleash  your  potential. 

So  go  ahead.  Think  ingenious  thoughts.  That's  what 
you  get  paid  for. 

Dream  daring  dreams.  It  is  your  particular  talent  to  do  so. 

Pursue  a  bold  new  vision.  We  will  help  you  share  it. 
We  will  help  you  make  it  real. 

If  you'd  like  to  discuss  making  your  vision  a  reality,  call 
our  CEO,  Mike  Emmi,  at  (610)  648-7565. 

mi  sct 

For  Your  Information 


Systems  S  Computer  Technology  Corp. 
4  Country  View  Road.  Malvern.  PA  19355 
1-800-223-7036 


Letters   to  ASAP 


write  code  to  get  these  tools  to  do  any- 
thing meaningful)  is  the  simplest 
example  I  could  think  up.  Anything 
else  would  be  more  complicated.  This 
code  calls  a  help  file: 

Sub  Command  l_Click  () 

Const  HELP_KEY=  &H101 

CMDialogl.HelpFile 

="HELPFILE.HLP" 

CMDialogl.HelpCommand  = 

HELP_KEY 

CMDialogl.HelpKey  =  "MouseUp" 
CMDialogl.  Action  =  6 
End  Sub 

No  sweat — user-friendly,  makes 
complete  sense  to  everyone — now, 
what  about  the  rest  of  the  application? 
DON  TUNNELL 
Consultant 

OneSource  Information  Services 
Chicago 

■  In  What  Do  We  Trust? 

As  an  antitrust  practitioner,  I  was  dis- 
appointed by  Gene  Koprowski's  article 
on  federal  antitrust  enforcement  under 
the  leadership  of  Anne  Bingaman  (Aug. 
29).  The  interview  itself  was  well 
done — concise,  provocative  questions 
with  informative  answers.  The  intro- 
duction to  the  interview,  however, 
would  have  been  better  left  unwritten. 
The  author's  insistence  on  pursuing  an 
extreme  editorial  slant  characterizing 
the  government's  enforcement  position 
as  anti-technology  leads  to  a  number  of 
misleading  characterizations. 

Any  fair  and  minimally  knowledge- 
able reader  should  go  on  "credibility 
alert"  when  the  author  asserts  that  Ms. 
Bingaman  believes  "monopolies  are 
prevalent  in  every  U.S.  industry,"  and 
the  government's  technology  competi- 
tion policy  is  so  unsophisticated  that  it 
is  essentially  a  "New  Deal"  pohcy. 
ROBERT  W.  PRATT 
Attorney,  Keck,  Mahin  &  Cate 
Chicago 

Your  article  on  the  assistant  attorney 
general  for  antitrust  was  a  retreat  to 
the  stone  age.  To  me  it  read  like  an 
advertisement  for  another  high-cost, 
low-ROI  government  effort  that  some- 
one needs  to  pare  back.  When  I  hear 


terms  like  "snapshot  monopolies" 
from  someone  trying  to  justify  a  bud- 
get for  310  lawyers  chasing  down 
antitrust  violations  based  on  antiquat- 
ed laws,  it  makes  me  wonder  how  this, 
interview  passed  your  normally  high 
standards  of  content. 

In  the  future  please  spare  me  from 
similar  duplicitous  rantings  of  a  self- 
important  group  of  strap  hangers.  1 
would  much  prefer  reading  about  the 
innovative  efforts  of  companies  on  the 
assistant  attorney  general's  "hit  list." 
MICHAEL  G.  WILLIAMS 
Stafford,  Texas 

■  Don't  Share  Alike 

A  reference  to  "shareware"  appeared  in 
an  article  called  "Game  Over"  (Tid- 
Bytes,  Aug.  29).  You  do  a  disservice  tc 
all  shareware  authors,  your  readers  and 
the  Software  Publishers  Association  b> 
implying  that  copyright  laws  do  nol 
apply  to  shareware. 

Shareware  is  a  marketing  methoc 
for  copyrighted  software.  Users  are 
granted  a  license  to  try  the  software  foi 
a  specific  period  of  time  after  whicl" 
they  must  make  a  purchase  or  delete 
the  software  from  their  system.  A: 
with  all  software,  license  terms  vary 
so  customers  must  read  the  license 
agreement. 

Sticking  to  "shareware  pulled  of 
Internet"  is  definitely  not  a  sure  wa] 
to  avoid  violation  of  licensing  agree 
ments  and  copyright  laws.  Learning  th« 
difference  between  shareware,  publit 
domain  software  and  freeware  is  ai 
absolute  must  for  anyone  cruising  tht 
nets  in  search  of  useful  or  recreationa  I 
software.  Please  be  more  careful  it  I 
your  choice  of  terms  in  the  future.  An«  I 
whatever  you  do,  "read  that  licenst  II 
agreement." 
JEFF  BECKER 
President,  Top  Software 
Conifer,  Colo. 


Readers,  tell  us  what  you  think  abou 
Forbes  ASAP.  Or  tell  us  how  you  profi 
from  technology.  Or  both!  Fax  us  a 
415-637-1987  or  E-mail  us  at  MCI:  509 
6930;  Compuserve:  73234,2505;  Inter 
net:  nagoh@well.sf.ca.us 


M  In  Defense  of  Programmers, 
Continued 

It  clearly  has  been  a  while  since  edito- 
rialist Andy  Kessler  set  foot  in  a  devel- 
opment shop.  Otherwise,  he  wouldn't 
have  embarrassed  himself  by  calling  for 
the  wholesale  firing  of  corporate  pro- 
grammers (Forbes  ASAP,  June  6  and 
Aug.  29). 

If  Mr.  Kessler's  PC  approach  got  the 
job  done  better,  Unix  platforms 
wouldn't  be  the  fastest-growing  plat- 
form segment  of  the  application  devel- 
opment tools  market. 

Having  worked  in  software  develop- 
ment myself  (as  a  programmer  and 
manager),  I  didn't  recognize  the  picture 
painted  by  Mr.  Kessler  of  closed-mind- 
ed, slow-moving,  unproductive  cadres 
of  programmers  draining  the  corporate 
budget.  The  real  culprit,  causmg  what- 
ever productivity  problems  exist  in 
today's  programming  labs,  is  the  lack 
of  regular  investment  in  programming 
skills,  processes  and  tools. 
DR.  ERIC  SCHMIDT 
Chief  Technical  Officer 
Sun  Microsystems 
Mountain  View,  Calif. 

Andy  Kessler's  "Fire  Your  Software 
Programmers,"  sparked  attention,  as  I 
expected  it  would.  Too  bad  he  had  to 
write  a  sequel,  "Fire  Your  Software 
Programmers — Again."  To  illustrate, 
the  following  code  (yes,  you  do  have  to 


\1 
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rHEIR  TRACKING  SYSTEM. 


OUR  TRACKING  SYSTEM. 


J .  Listen  to  extensive  sales  pitch  from  shipping  guy  about 
tracking  system . 

2.  Buy  costly  computer  systpn  for  the  office. 

3.  Buy  costly  modems  for  computers. 

4.  Install  tracking  software^ 

5.  Arrange  training  session'for  all  employees. 


1 .  Dial  1-800-C ALL-DHL,  and  our  new  automated 
system  will  tell  you  exactly  where  your  shipment  is. 


6.  Hire  temps  to  fill  in  while  employees  are  in  training  session. 

7.  Wonder  what  happens  if  computer  ever  goes  down. 

8.  Watch  helplessly  when  computer  goes  down. 

9.  Wonder  where  the  shipment  is  while  you  wait  for  the 
computer  to  come  back  uj). 

0.  Listen  to  shipping  company  tell  you  there's  nothing 
they  can  do  about  your  cpmputer  problem. 


1 .  Savor  brief  happiness  wf\en  computer  comes  back  up. 

2.  Lose  brief  happiness  whe\n  software  develops  a  glitch. 

3.  Plead  with  shipping  com\pany  to  come  back  and 
fix  glitch. 

4.  Justify  unhudgeted  computer  expenditures  to  head 
bean  counter.  I 

5.  Discover  that  your  tracking  software's  been  deleted. 


6.  Silently  accuse  colleagues  of  deleting  software. 

7.  Call  shipping  company  tt>  track  your  shipment,  get 
put  on  endless  hold. 

8.  Curse  the  guy  who  invented  computers. 

9.  Get  a  call  from  the  boss  \vanting  to  talk  about  those 
extra  expenditures. 

0.  Update  your  resume.  ! 


SUPERHIGHWAY 
SUPERCOMPUTERS 

CDs 
LCDs 
ELECTRIC  SHAVERS 
BULLET  TRAINS 
MULT  I  FACETED 
MULTIMEDIA 
ULTRAVISIOIM 
VISION 
HITACHI 

^on  11  find  us  in  the  home,  at  the  office  and  the  shopping  mall,  cll)ere  in  hospitals,  at  construction 
ites,  even  in  your  local  hardware  store  cThe  fad  is,  Hitachi  makes  thousands  of  different  products  - 
rom  power  tools  to  power  plants  -  for  countless  industries.  Stfnd  every  day,  new  products  are  being 
leveloped,  designed,  manufactured  and  serviced  by  Hitachi  group  companies  around  the  world 
67  in  c7forth  America  alone).  (3o  you  see.  there  s  more  to  the  picture  than  meets  the  eye. 

©  1994  Hitachi,  Ltd  Tokyo.  Japan  All  Rights  Reserved 
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By  Bill  Walsh 


The  Case  for  Kudos 
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hen  I  was  with  the  San  Francisco 
49ers,  I  was  sometimes  accused  of 
making  greater  demands  on  my  players 
than  other  coaches  did.  I  plead  guilty. 
Football  is  a  do-or-die  business,  not 
unlike  a  lot  of  other  enterprises  in  a 
global  marketplace,  so  asking  a  lot  of 
the  people  who  worked  for  me  wasn't 
something  I  viewed  as  an  optional 
approach.  The  coach  who  can't 
demand  sweat,  blood,  tears  and  then 
some  isn't  likely  to  string  together 
many  winning  seasons. 

But  it's  one  thing  to  make  demands 
of  people,  and  another  to  get  them  to 
respond  well  to  demands.  Motivation 
is  a  major  factor  in  management,  with- 
out question.  Countless  seminars  and 
courses  make  it  sound  like  a  combina- 
tion of  mysticism  and  rocket  science. 
But  for  me,  the  simplest  way  to  moti- 
vate people  is  plain,  old-fashioned 
praise,  handed  out  in  the  right  way  at 
the  right  time. 

The  importance  of  recognizing  a 
talented,  effective  employee  may  seem 
obvious,  but  a  surprising  number  of 
managers  find  face-to-face,  personal, 
public  recognition  difficult.  I  once 
worked  for  a  man  who  was  quite  gen- 
erous with  my  salary,  but  stingy  about 
giving  me  public  credit  for  my  work  as 
offensive  coordinator.  When  the  press 
questioned  him  about  the  new  offen- 


It's  one  thing  to 
make  demands  of 
people,  and  another 
to  get  them  to  respond 
well.  Praise  is  your 
lever — hut  learn  to  use 
it  wisely. 


sive  look,  his  response  invariably  was, 
"I'm  getting  to  do  things  I've  wanted 
to  do  for  a  long  time."  The  tradition  of 
withheld  praise  and  misappropriated 
credit  is  woefully  long.  Gen.  John  Bell 
Hood  of  the  Confederate  army,  though 
personally  brave  and  self-sacrificing  (he 
continued  to  lead  troops  even  after  los- 
ing an  arm  and  a  leg),  was  quick  to 
parcel  out  blame  when  things  didn't 
go  as  he'd  planned.  Vindictive  when 
disappointed,  Hood  sacrificed  his  best 
officers  in  suicidal  attacks  on 
entrenched  Union  positions  at 
Nashville.  Not  surprisingly,  he  came 
to  be  hated  by  many  who  served  under 
him. 

Praise  as  Investment 

When  morale  is  high,  it  might  stand  to 
reason  that  no  one  needs  a  psychologi- 
cal boost.  But  that's  exactly  when  rec- 
ognizing individual  efforts  is  vital,  so 
that  when  things  get  tough  the 
"investment"  can  function  like  a  cash 
contingency  fund.  Another  reason  for 
managerial  reticence?  The  idea  that  if 
someone  is  paid  well,  they  shouldn't 
need  any  other  proof  of  their  value. 
This  may  hold  for  employees  who  put 
dollar  signs  ahead  of  everything  else, 
but  not  for  those  who  approach  work 
with  the  kind  of  passion  that  singles 
them  out.  Money  talks,  but  it  doesn't 


always  say  enough. 

Like  management  itself,  personal 
recognition  is  a  skill  that  requires 
training  and  planning.  There  are  right 
ways  to  do  it,  and  wrong  ways.  Clum- 
sy praise  can  be  worse  (almost)  than  no 
praise  at  all.  Most  important,  the 
acknowledgment  of  effort  has  to  be  tai- 
lor-made. People  pick  up  on  canned 
compliments,  especially  if  they  hear 
the  same  things  being  said  to  other 
people.  Nothing  is  more  effective  than 
sincere,  accurate  praise,  and  nothing  is 
more  lame  than  a  cookie-cutter  com- 
pliment. If  I  were  to  tell  five  wide 
receivers  that  they  run  the  best  pass 
patterns  in  football,  how  much  value 
could  any  of  them  give  the  remark?  Or 
any  other  praise  they  receive  from  me? 

Accuracy  matters  in  the  art  of 
stroking  because  people  know  how 
well  they're  doing  when  they're  doing 
well.  If  they  realize  you  are  overdoing 
your  compliments,  or  responding  to 
the  wrong  thing,  the  morale  boost  you 
may  be  looking  for  isn't  going  to  mate- 
rialize. 

Acknowledgment  should  be  timely. 
Delay  praise,  and  you  risk  overdoing  it 
when  trying  to  make  amends.  You 
may  add  that  one  remark  that  comes 
back  to  haunt  you.  The  man  who 
couldn't  acknowledge  my  work  to  the 
press  played  catch-up  ball  when  we 
negotiated  my  contract.  He  told  me 
how  much  he  liked  what  I  was  doing, 
and  said  he  had  big  plans  for  me.  "You 
know  what  I  have  in  mind,"  he  said 
tantalizingly.  Naturally,  what  I  figured 
he  had  in  mind  for  me  was  his  job. 
After  enough  time  had  passed  for  me 
to  realize  he  hadn't  anything  in  mind 
for  me  at  all,  I  saw  it  was  time  to  work 
somewhere  else.  You  can  be  damned 
by  faint  praise,  and  you  can  sabotage 
yourself  with  effusive  praise.  Or  you 
can  master  the  art  of  high  praise. 
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It's  the  seamless  integration  of 
a  broad  range  of  paper,  film,  and 
digital  media.  The  art  that  perfects 
the  transformation  of  information 
into  knowledge. 

This  is  harmony.  And  whether 
you  need  a  stand-alone  copier  or 
microfilmer,  or  a  more  complex 
system  composed  of  high-speed 
printers  and  scanners,  optical 
disk  libraries,  or  writable  CD, 
whether  you  need  black-and- 
white  or  color,  we  have  the  solu- 
tions that  will  create  harmony  at 
work  for  you. 

Because  Kodak  offers  a  wide 
range  of  document  imaging  solu- 
tions designed  to  work  in  harmony 
with  virtually  all  office  products, 
pushing  performance  levels  to 
their  peak.  Allowing  you  to  share 
documents  and  images  freely  and 
independently.  Giving  you  flexi- 
bility to  migrate  to  future  tech- 
nologies, without  fear  of  being 
locked  in  by  a  proprietary  system. 
Fostering  continuous  improvement 
by  merging  technology  and  people 
so  that  each  supports  the  other. 
Enhancing  your  responsiveness 
and  your  competitiveness. 

The  world  is  changing.  So  is 
document  imaging.  You  need  a 
trusted  partner  who  can  help  you 
through  these  changes.  We  are 
that  partner. 

You  can  no  longer  think  of 
paper,  film,  or  digital  technologies 
as  separate  document  imaging 
platforms.  The  operative  word  is 
harmony. 


Kodak  Office  Imaging.  Harmony  at  work. 


Photo:  ©Rob  Stanton/jamey  Stillings,  1993.  ©  Eastman  Kodak  Company,  1993. 


IS  YOUR  TELEPHONE  SYSTEM  GOOD  FOR  YOUR  BOTTOM  LINE? 


Na-a-a-a 


Yc 


OU  HAVE  a 
hidden  money  muncher 
in  your  company.  For  good 
or  bad,  your 
communications 
system  represents 
a  direct  line  to 
your  bottom  line. 
Voice.  Data.  It's 
the  system  that  keeps 
you  in  business.  But 
today,  it's  grown  into 
appetite  on  legs.  Now 
you  could }\xsl  let  it 
eat  more 
and  more  of 
your  profits. . . 


R  YOU  CAN  let 
Source  give  you  true 
accountability.  Our 
•  business  is  communications  equipment. 
^    We  don't  make  the  gear,  we  sell  it  — 
»  every  brand  and  model.  And  we 
repair  it.  And  we'll  train  your 
people  to  manage  and  live  with  it. 


We'll  even  store  and  distribute 
it  so  you  can  apply  your 
resources  more  profitably. 

SOURCE  IS  HELPING  America's 
most  efficient  companies 
manage  their  system  as  if  it 
were  one  of  their  biggest 
assets.  Which  it  is. 


Don't  let  your  telephone  investment  get  your  goat.  Call  Source. 

SOURCE 


FREE  HELP:  Every  other  month,  Source  publishes  technical  tips  from  the  cutting  edge.  For  your  complimentary  subscription  to  SourceLine,  call  1-800-647-2205. 

And  ask  for  your  free  copy  of  Source's  1995  Telecom  Asset  Management  Guidebook:  Secrets  to  Taming  the  Wild  Telecom  Beast. 


By  James  Daly 


Tracers  of  the 

Lost  Art 


When  a  Warhol  goes 
AWOL,  gumshoes  get  wired 


Even  in  New  York,  the  phone 
call  might  have  seemed  extraor- 
dinary. The  FBI  agent  was  look- 
ing for  a  wild-eyed  man  in  a  dark  outfit. 
Riding  a  horse.  Pursued  by  two  naked 
ladies — two  naked,  flying  ladies. 

But  to  Constance  Lowenthal,  "it 
chcked  automatically."  The  executive 
director  of  the  International  Foundation 
for  Art  Research  realized  the  detective 
was  fumbling  to  describe  an  oil  paint- 
ing by  French  artist  Eugene  Delacroix, 
"Tarn  Q'Shanter  Pursued  by  Witches." 
Seems  that  some  no-goodnik  was  try- 
ing to  sell  the  stolen  masterpiece.  With 
a  few  taps  of  the  keyboard,  Lowenthal 
confirmed  the  agent's  suspicions.  The 
Delacroix  oil  had  been  stolen  a  few 
months  earlier  from  inside  a  truck  at 
Kennedy  Airport. 

"Every  once  in  a  while  we  win 
one,"  says  Lowenthal,  as  a  smile  slides 
across  her  face. 

Unfortunately,  those  wins  aren't  fre- 
quent enough.  Art  theft  has  been  going 
on  for  centuries,  and  its  pace  has  only 
accelerated.  In  the  past  20  years  more 
than  60,000  works  of  art  worth  more 
than  $3  billion  have  been  pulled  from 
gallery  walls  and  private  homes  or  pur- 
loined in  transit.  Until  recently,  once  a 
famous  or  valuable  piece  of  art  disap- 
peared, chances  of  recovery  were  slim. 
That's  changing,  partly  because  of  the 
Art  Loss  Register. 

ALR  was  set  up  in  1991  as  a  collabo- 
rative venture  by  the  New  York-based 
IFAR,  major  auction  houses  such  as 
Sotheby's  and  Christie's  and  several 
London  insurance  brokerages.  ALR  has 
helped  to  coordinate  previously  disjoint- 
ed art-theft  investigations.  With  fewer 
than  two  dozen  staffers,  and  offices  in 


FAST  TRACKER:  With  multimedia  back-up,  Constance  Lowenthal 
of  IFAR  has  become  the  Miss  Marple  of  missing  masterworks. 


New  York  and  London,  it  has  been 
instrumental  in  recovering  hundreds  of 
treasures,  including  Pablo  Picasso's 
"Head  of  a  Woman  with  Golden  Ear- 
rings," Edgar  Degas's  "Dancer  Fixing 
Her  Shoe"  and  a  Roman  sculpture  of 
Jupiter  Capitolinus. 


How?  ALR  taps  multimedia  tech- 
nology, combining  text,  sound,  pictures 
and  video  in  an  interactive  manner. 
Unlike  many  companies,  which  have 
relegated  multimedia  to  the  classroom 
or  the  game  room,  ALR  has  used  a 
multimedia  database  to  create  an 
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Introducing  A  Comp 
Well  Engineerei 
Actually  Improves  ¥ 


One  of  the  most  impressive 
features  of  the  Deskpro  XL 
is  its  future.  Its  upgrade- 
ahihty,  expandability  and 
flexibility  (and  countless 
other  Compaq-engineered 
abilities)  are  ail  designed 
to  protect  your  investment 


If  you  use  a  powerful  computer,  you  know  how 
it  works:  The  day  you  bought  your  last  machine 
was  the  day  you  started  thinking  about  your 
next  one.  For  that  reason,  we'd  like  to  introduce 
you  to  a  computer  you  can  always  look  forward 
to -the  new  Compaq  Deskpro  XL. 

Basically,  we've  designed  the  Deskpro  XL  to 
be  everything  you  could  ever  want  in  a  high- 
performance  desktop  computer.      It's  showtime-  Spectacular 

graphics  capabilities  we 

A  new  high  at  the  high  end.  So      hmit  into  the  Deskpro  a, 

O  O  combined  with  the  VESA 

ill  .        .  ,  Advanced  Feature  Conncc- 

not  only  did  we  build  in  our  own    m,  l,}  the  grounds/or 

high-end  design  work  and 

industry-leading  technologies,  we  ™"><™<na- 
added  the  flexibility  and  expandability  that  will  make  it  possible 
for  you  to  take  advantage  of  advances  still  to  come. 

Deskpro  XL's  powerful  PCI  local  bus,  with  integrated  32 -bit 

Fast  SCSI-2  and  Ethernet  capa- 
bilities, lets  you  add  the  most 
advanced  features -while  its 

It's Jan.  Oh,  is  it  fast.  And  the  good  news  is.  rt  will  only         r~TC  A      1    j.        CC  *L  '1  * 

get  faster.  The  Deskpro  XL's  advanced  architecture  makes      tlSA  SlOtS  Olier  Compatibility 

with  the  thousands  of  existing 


it  easy  to  upgrade  to  future  processors  -  so  you'll  be  able 
to  buy  more  speed  without  buy  ing  a  new  computer. 


options.  You  also  get  super-fast  QVision  PCI  graphics  with  crisp 
1280  x  1024  resolution.  So  with  the  Deskpro  XL, 
you  enjoy  maximum  performance  today,  with  a 
door  wide  open  for  future  growth. 

Standard  equipment,  of  course,  includes  the 
Compaq  commitment  to  quality,  dependability 
and  value.  Which  comes  in  the  form  of  our  free 
three -year  warranty'  and  our  free  seven-day, 

24-hour  support. 

The  Deskpro  XL  starts  at  $2,599" 
and  is  available  now  at  your  nearest 
authorized  Compaq  reseller.  If  you'd  like  more  details  via  fax, 
call  us  at  1  -  800-345  - 151 8,  select  the  PaqFax  option  and  request 
document  #4052.  You'll  find  that 
the  future  has  never  looked  better. 

COMPAQ 


The  Deskpro  XL  makes 
upgrading  a  lot  easier 
with  its  Plug  and  Play 
capabilities.  Servicing 
is  a  snap,  too  -  no 
special  tools  required. 


Our  Vocalysi  keyboard 
has  a  built-m  speaker, 
microphone  and  controls 
for  Business  Audio  -  so 
the  complete  power  of 
business  communication 
will  always  be  right  at 
your jtngertips. 


©1994  Compaq  Computer  Corporation.  All  Rights  Reserved  Compaq  and  Deskpro  Registered  U.S.  Patent  and  Trade- 
mark Office.  Vocalvst  is  a  trademark  and  PaqFax  is  a  service  mark  of  Compaq  Computer  Corporation  Headline  News  is  a 
registered  service  mark  of  Cable  News  Network,  !m  Pentium  and  the  Intel  Inside  logo  are  registered  trademarks  of  Intel 
Corporation.  'Certain  restrictions  and  exclusions  may  apply  Monitors,  battery  packs  and  certain  options  are  covered  by 
a  one-year  warranty  Call  the  Compaq  Customer  Support  ("enter  and  selett  the  PaqFax  option  lor  more  details  "I  stimatcd 
selling  price,  actual  pricing  mav  vary 


issing 


The  following  are  the  Art  Loss  Register's  ten 
most  prized  pieces  of  purloined  art.  If  you  think 
you  have  seen  any  of  these  works,  please  noti- 
fy authorities  at  once.  These  paintings  are  not 
armed  but  can  be  extremely  expensive. 

work  "The  White  Duck"  (1753)  artist  Jean- 
Baptiste  Oudry  (French,  1 686-1 755)  last  seen 
September  30,  1 990/Houghton  Hall,  house  of 
the  seventh  Marquess  of  Cholmondeley,  Nor- 
folk, England 

work  "Book  of  Hours  of  Mary  of  Burgundy" 
(1 5th  century)  artist  known  only  as  the  Master 
of  Mary  of  Burgundy  (French,  1 5th  century) 
last  seen  sometime  before  November  27, 
1991/Kupferstichkabinett,  Berlin 

work  "Portrait  of  Sir  William  Pitt  the  Younger" 
(18th  century)  artist  Thomas  Gainsborough 
(English,  1727-88)  last  seen  September 
1 990/Lincoln's  Inn,  London 


work  "The  Concert"  (17th 
century)  artist  Johannes 
Vermeer  van  Delft  (Dutch, 
1632-75)  last  seen  with 
work  "Storm  on  the  Sea  of 
Galilee"  (1633)  artist  Rem- 
brandt van  Rijn  (Dutch,  1 606- 
69)  last  seen  St.  Patrick's 
Day,  1990/lsabella  Stewart 
Gardner  Museum,  Boston 
reward  $1  million  for  the  pair 


work  "La  Source"  (1921)  artist  Pablo  Picasso 
(Spanish,  1881-1973)  last  seen  November  8, 
1 993/Museum  of  Modern  Art,  Stockholm 

work  single  panel  from  "The  Just 
Judges"  (1 432)  artists  Jan  and  Hubert 
Van  Eyck  (Flemish,  1390[?]-1441  and 
[?]1426)  last  seen  1934/The  Ghent 
Altarpiece,  St.  Bavo,  Ghent,  Belgium 

work  "Shade  and  Darkness"  and  "Light 
and  Colour  (Goethe's  Theory)"  (1843) 
artist  Joseph  Mallord  William  Turner 
(British,  1775-1851)  last  seen  with 
work  "Nebelschwaden"  (Wafting  Mist) 
(circa.  1820)  artist  Caspar  David 
Friedrich  (German,  1774-1840)  last 
seen  July  28,  1994/Schirn  Kunsthalle, 
Frankfurt  estimated  value  $40  million  for  all 
three 

work  "Portrait  of  Thomas  Jefferson"  (1 786) 
artist  Mather  Brown  (American,  1750-1831) 
last  seen  July  28, 1 994/Polarold  Museum  Repli- 
cas studio  warehouse,  Boston 


extensive  international  network. 
Through  1993,  ALR  helped  to  recover 
422  pieces  of  stolen  art  valued  at  nearly 
$20  million. 

Stopping  the  Fencers 

From  a  labyrinthine  townhouse 
office  off  Fifth  Avenue,  ALR's  New 
York  staffers  compare  their  list  of  stolen 
art  with  a  database  containing  descrip- 
tions of  the  hundreds  of  items  that 
appear  on  the  international  auction 
block  every  month.  Items  appearing  in 
both  databases  are  flagged  and  investi- 
gated. If  a  Jan  Vermeer  painting  is  going 
on  the  block  in  southern  France  next 
week,  ALR  investigators  in  New  York 
and  London  can  tap  into  an  OS/2-based 
local  area  network  of  IBM  Personal  Sys- 
tems/2 Model  70s  and  80s  and  call  up  a 
full-color  image  of  the  work  with  details 
of  its  dimensions  and  condition.  If 
investigators  are  lucky,  it  might 
even  be  "The  Concert,"  a  cele- 
brated work  by 
the  Dutch  artist 
pinched  years 
ago. 

The  comput- 
er's role  in  recov- 
ering stolen  art 
expanded  with 
the  arrival  of  a 
revolutionary 
compression  and 
decompression 

technology. 

A  typical  200-kilobyte  full- 
screen image  now  takes  up  only 
about  50  kilobytes  of  storage 
space;  a  thumbnail  image,  any- 
where from  three  to  five  kilo- 
bytes. The  compression  allows 
for  easy  transmission  of  files 
between  sites.  "If  we  didn't  have 
the  capabilities  of  multimedia, 
we  couldn't  have  this  compre- 
hensive service,"  says  Caroline 
Wakeford,  director  of  the  London 
office.  "If  the  technology  wasn't 
there,  it  just  wouldn't  work." 

Ironically,  the  art  world  may  be  a 
victim  of  its  own  success.  With  Picas- 
sos  and  van  Goghs  selling  for  tens  of 
millions  of  dollars  and  generating  reams 
of  publicity,  the  professional  thief  has 
discovered  a  new  market.  Stolen  art- 


work is  often  easy  to  fence  because 
buyers  do  not  require  a  deed  or  title  to 
consummate  a  sale.  "There's  no  such 
thing  as  a  title  search  for  a  work  of  art," 
says  ALR  Director  Anna  Kisluk.  "You 
just  pay  up,  get  a  receipt  and  go." 

When  thefts  of  celebrated  artworks 
hke  "The  Scream"  by  Edvard  Munch 
grab  headlines  around  the  world,  they 
become  far  too  famous  to  sell.  The 
lion's  share  of  thefts,  however,  are 
known  by  only  a  handful  of  people 
even  within  the  closely  knit  art  world. 
Even  the  most  dedicated  curator  can 
not  keep  up  with  the  vast  amount  of 
stolen  artwork.  ALR  replaces  the  frail- 
ties of  human  memory  with  electronic 
precision. 

ALR  can  also  help  prevent  major 
financial  losses  at  galleries.  In  both 
Great  Britain  and  the  United  States, 
stolen  items  that  are  recovered  remain 
the  property  of  the  initial  owner, 
Wakeford  explained.  An  art  dealer, 
gallery  or  buyer  that  sells  stolen  art 
may  be  unable  to  recover  the  loss.  So 
ALR  also  offers  an  Art  Theft  Search 
Service,  designed  for  buyers  who  need 
to  determine  if  a  potential  purchase  is 
registered  as  stolen.  The  cost  is  $50  per 
item. 

Tracking  the  Bad  Guys 

Unlimited  searches  of  the  ALR 
database  are  available  free  to  law 
enforcers.  When  a  policeman  calls  with 
a  suspicious  item,  ALR  uses  a  "fuzzy 
search"  to  punch  in  the  item's  key  fea- 
tures. "Our  database  needs  to  under- 
stand both  the  language  of  the  art  his- 
torian and  the  language  of  the  average 
cop  on  the  beat,"  Kisluk  says.  "A  cop 
may  say  he's  looking  for  a  piece  of 
china  that's  shaped  like  two  balls  sit- 
ting on  top  of  each  other.  Around  here 
we'll  know  it  as  a  Chinese  porcelain  in 
a  double-gourd  form." 

The  database  slices  the  stolen  work 
into  seven  groups — Fine  Arts,  Decora- 
tive Arts,  Antiquities,  Ethnographic 
Objects,  Asian  Art,  Islamic  Art  and 
Miscellaneous  Objects.  They  are  fur- 
ther subdivided  by  object,  type  and 
school.  Each  listing  includes  a  brief 
description  of  the  work,  the  LFAR  cata- 
log number  and  the  date  and  place  of 
theft.  A  Hewlett  Packard  Optical 
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Library  Unit  provides  20  gigabytes  of 
storage,  allowing  500,000  full-screen 
images  to  be  filed. 

The  images  displayed  with  each 
description  run  the  gamut  from  profes- 
sionally shot  crisp  color  slides  to  ama- 
teurish snapshots  of  a  painting  hanging 
in  the  comer  of  a  living  room.  A  quick 
scan  of  the  ALR  database  reveals  a  sur- 
prising variety:  Apache  Indian  baskets, 
Chinese  bottles,  17th-century  silver 
chalices,  Roman  belt  buckles,  Rem- 
brandt prints,  flintlock  pistols.  "We're 
not  trying  to  formulate  a  snooty  defini- 
tion of  art,"  Lowenthal  says.  "I  suppose 
if  a  Rolls-Royce  belonging  to  the  Bea- 
tles was  stolen,  we'd  even  include  it." 

Each  night,  ALR's  New  York  and 
London  offices  update  each  other's 
files.  Files  modified  during  the  day  are 
transferred  by  modem.  CD-ROMs  con- 
taining images  of  new  entries  are 
exchanged  periodically. 

By  1996,  ALR  expects  its  database 
to  contain  65,000  images  and  have  the 
ability  to  search  up  to  150,000  items 
offered  in  auction  house  sales.  This 
year,  ALR  upgraded  its  system: 
Microsoft  Windows  replaced  the  DOS- 
based  application  and  a  reformatting  of 
the  image  database  improved  image- 
retrieval  speeds. 

Recovery  of  a  stolen  piece  can  take 
a  few  days  or  a  lifetime.  Unfortunately, 
only  about  10%  of  stolen  art  is  ever 
recovered,  a  record  Lowenthal  calls 
"dismal."  When  a  piece  of  art  is  found, 
ALR  gets  a  reward  that's  usually  about 
10%  of  the  recovered  value.  The  rest  of 
ALR's  $1  million  annual  budget  is  gar- 
nered through  the  subscription  fees  it 
charges  insurance  companies  and  auc- 
tion houses. 

ALR  is  a  step  in  the  right  direction, 
but  it  is  only  the  beginning  of  a  very 
long  journey.  Three  years  after  ALR 
began  tracking  down  purloined  Picas- 
sos,  the  taste  for  stealing  fine  art  shows 
no  sign  of  dissipating.  In  1993  alone, 
more  than  8,700  pieces  of  art  were  reg- 
istered stolen.  "The  rewards  can  be 
very  high,  and  the  potential  for  getting 
caught  remains  very,  very  low,"  says 
Wakeford  with  a  weary  sigh.  "So  as 
long  as  stealing  art  remains  a  good 
business  to  be  in,  we'll  be  out  there 
tracking  down  the  bad  guys."  fljff) 
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In  business,  it's  not  who  you  know. 
It's  who  you  know  to  call. 

Make  no  mistake — taking  care  of  business  can  be  a 
tough  job.  That's  why  you  should  call  the  companies  with 
AT&T  800  numbers  you  see  listed  here. 

In  minutes,  you'll  find  the  right  products  and  services 
for  your  company.  You'll  be  able  to  compare  features,  prices, 
warranties,  availability  and  more.  All  for  free. 

And  if  you  'd  like  to  put  an  AT&T  800 
number  to  work  for  your  business,  just  call 
1800222-0400. 

AT&T  800  Service.  Because  The  Most 
Valuable  Call  Is  Yours. 


AT&T 


Travel  Network 

Discount  Travel  Specialist 

1  800  625-0123 

Ainerisure 
Insurance  Co. 

Property/Casualty  Spec  ialists 

1  800  778-8775 

Rally's 
Heaith  Clubs 

Full  Service  Health  Clubs 

1  800  967-5688 

Continental 
Express  Inc. 

Full  Truckload  Carrier 

1  800  666-5623 


GEICO 

Auto  Insurance 

1  800  841-3000 
American  Intertool 

CiardenToolsFromTheOrient 

1  800  334-3675 
R  &  I  Coins 

Rare  U.S.  Coins 

1  800  753-2646 
Payless  Car  Rental 

Worldwide  Reservations 

1  800  PAYLESS 
PrismPay 

Windows  Payroll  System 

1  800  774-7672 


DHL  Worldwide 
Express 

International  Air  Express 

1  800  225-5345 

Super  Fund 
Financial  Group  Inc. 

Isi  <  l.iss  i  ommod  Hroki  rs 

1  800  221-2917 

Westin  Hotels  & 
Resorts 

Hotels  &  Resorts 
1  800  228-3000 


National  Recycling 
Technologies 

Waste  Exchange-Env.  Svcs. 

1  800  541-0400 

Lands'  End 
Corporate  Sales 

Incentive  s-l  lniforms-l.ogos 

1  800  338-2000 

Wensco  Sign 
Supplies 

Wholesale  sign  Supplies 

1  800  353-1569 


Kim's 

Khocolate,  Inc.  Keller's,  Inc. 

Custom  Molded  Candy/Gifts  Fire  Protection /Sn  urity 

1800  397-2311  1800  248-1301 


TheMessageCenter 

PACIFICEJBELL. 


CITIBANK 


.ou  may  not  know  it, 
but  you  use  Unisys  products 
and  services  every  day 


The  next  time  you  cash  a  check, 
serve  a  space  on  a  plane  or  make  a 
lephone  call,  you  probably  won't  be 
inking  about  us.  But  the  fact  is,  you  can 
)  all  those  things  more  quickly  and  easily 
icause  we've  been  thinking  about  you. 

We're  Unisys-one  of  the  major  infor 
ation  services  and  technology  providers 
the  world.  And  our  solutions  help  all 
nds  of  companies -like  the  ones  whose 
miliar  names  you  see  here -provide  you 
ith  better  products  and  better  service. 

In  fact,  helping  our  clients  serve 
eir  customers  better  is  the  guiding  prin- 
ple  behind  almost  everything  we  do  at 
nisys.  We  call  it  our  customerize 
lilosophy.  It  results  in  solutions  that 

L994  Unisys  Corporation 


help  organizations  extend  the  power  of 
information  all  the  way  to  the  points  of 
customer  contact.  Which  means  they  can 
be  more  responsive  to  what  customers 
like  you  really  want. 

Right  now,  Unisys  serves  over  80 
percent  of  the  world's  leading  banks... 
over  140  airlines.. .over  1,600  government 
agencies...and  35  of  the  world's  largest 
telecommunications  companies.  That 
adds  up  to  a  lot  of  people  like  you  experi- 
encing the  many  advantages  of  our 
customer-focused  way  of  doing  business. 

UNiSYS 

We  make  it  happen. 


So  if  using  the  products  and  services 
of  these  companies  helps  make  your  life 
easier  and  more  enjoyable,  it  pleases  us, 
too.  Because  Unisys  is  behind  each  one  of 


CUS-tom-eMze  \  kus'-ta-ma-rize'  \  vt 
1 :  to  make  a  company  more  responsive 
to  its  customers  and  better  able  to  attract 
new  ones  2 :  to  customerize  an  organi- 
zation's information  strategy,  e.g.,  to 
extend  systems  capabilities  to 
field  locations  and  other  points  of 
customer  contact  and  support  3 :  what 
Unisys  Corporation  does  for  a  growing 
roster  of  companies,  and  government 
agencies,  worldwide  syn  see  customer 

SERVICE.  COMPETITIVE  EDGE.  BUSINESS- 
CRITICAL  SOLUTIONS.  REVENUE  GENERATION 


them.  Call  us  at  1-800-874-8647,  ext.  22. 
See  how  we  can  help  make  your 
organization  well  known  for  creating 
something  truly  valuable  in  business: 
satisfied  customers. 


Can  a  former  Manhattan  marketing  whiz  stay  hot  in  the  cool  green  hills  of 
the  Berkshires?  Dwight  Jewson  has  convinced  clients  such  as  Johnson  & 
Johnson,  Pillsbury  and  PepsiCo  to  come  up  and  smell  the  pine  trees. 


ew  York  City  used  to  make  mar- 
keting consultant  Dwight  Jewson 
sick.  Literally. 


In  1975,  just  three  months  after 
moving  to  the  city  that  never  sleeps 
from  Connecticut,  Jewson  lay  in  a 
New  York  hospital  undergoing  tests  for 
spinal  meningitis.  The  tests  turned  out 
negative,  says  Jewson,  now  43  and  the 
owner  of  Strategic  Frameworking  Inc., 
a  $2  million  market  research  and  con- 
sulting finn.  "I  had  this  mystery  illness 


no  one  could  ever  diagnose,"  he  says. 
"I'm  sure  it  was  stress-related." 

Nothing  if  not  determined,  Jewson 
decided  to  stay  on  in  New  York  for 
the  sake  of  his  career.  He  earned  a 
Ph.D.  in  environmental  psychology 
from  City  University  of  New  York 
(after  getting  a  master's  in  child  devel- 
opment at  the  University  of  Connecti- 
cut), then  established  himself  as  a 
consultant. 

While  still  in  graduate  school,  he 


and  a  friend  started  a  New  York  mar- 
keting consulting  firm  called  Kennan 
Research  &  Consulting.  After  gradua- 
tion, he  continued  full-time,  beginning 
an  association  with  some  of  his  long- 
term  clients,  such  as  PepsiCo  and 
Johnson  &  Johnson.  "I  was  fortunate  to 
work  with  some  of  the  wonderful 
growth  brands  of  the  1970s.  The  people 
who  worked  on  those  brands  were  very 
successful  and  have  gone  on  to  big 
things.  As  they  did,  they  continued  to 
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hire  me,"  he  says. 

A  specialist  in  corporate  and  brand 
positioning,  Jewson  also  counts  among 
his  clients  Pillsbury,  Taco  Bell  (he 
helped  devise  the  chain's  value-menu 
strategy)  and  Avon  (he  is  now  working 
on  global  positioning  for  its  Anew 
alpha  hydroxy  acid  products).  Other 
clients  include  AT&T,  Hershey  Foods 
and  RJR  Nabisco.  In  the  political 
realm,  Jewson  has  helped  position 
products  named  Ed  Koch  and  Jay 
Rockefeller. 

The  longer  Jewson  stayed  in  New 
York,  however,  the  more  ironic  his 
degree  in  environmental  psychology 
began  to  seem.  His  environment  was 
having  toxic  effects  on  his  psyche.  "I 
found  New  York  absolutely  unrelent- 
ing," says  Jewson,  a  wiry  outdoorsman 
who  once  worked  as  a  canoe  guide  on 
Minnesota's  Boundary  Waters  Canoe 
Area  Wdderness.  "I  didn't  have  an  off 
switch." 

His  stopgap  solution?  Running. 
Eventually  he  was  running  10  to  12 
miles  a  day,  five  days  a  week,  huffing 
from  Lower  Manhattan  across  the 
Brooklyn  Bridge  and  back  again. 

The  disoriented  midwestern  trans- 
plant also  tried  to  maintain  equilibri- 
um by  building  a  weekend  cabin  in 
Alford,  Mass.,  a  small  town  in  the 
Berkshires  15  minutes  from  Tangle- 
wood  and  three  hours  horn  Manhattan. 
After  two  years  of  weekending,  though, 
Jewson  began  to  notice  a  distressing 
pattern.  "I  would  gleefully  get  in  the 
car  every  Friday  afternoon  and  head  to 
the  cabin,"  he  says.  "Then,  every  Sun- 
day afternoon  I  would  start  getting 
depressed  about  heading  back.  So  I 
began  waking  up  at  5  a.m.  on  Mondays 
to  return  to  work." 

Postponing  his  inevitable  weekly 
depression  by  12  hours  was  a  paltry 
psychological  victory.  In  1986  he  asked 
key  clients  Frito-Lay,  Johnson  &  John- 
son and  PepsiCo  how  they  would  feel 
if  he  left  New  York  permanently. 
According  to  Jewson,  "They  said,  'Ter- 
rific, good  for  you.  What's  your  new 
phone  number?'  I  was  quite  concerned 
about  raising  the  issue,  but  for  them  it 
was  a  nonissue." 

Thus  encouraged,  Jewson  designed 
and  had  contractors  build  a  3,000- 


square-foot  chestnut  and  pine  office/ 
conference  center  150  feet  from  his 
weekend  cabin,  which  he  has  expanded 
seven  times  to  its  current  3,000  square 
feet.  He  moved  in  during  the  fall  of 
1987,  and  was  soon  joined  by  his  sec- 
ond wife,  Pam,  after  they  wed  in 
December.  Former  high-school  sweet- 
hearts, their  household  now  includes 
Pam's  two  sons,  13  and  10,  from  a  pre- 
vious marriage,  and  the  couple's  two 
daughters,  aged  five  years  and  seven 
months. 

Berkshire  Brainstorms 

Jewson  spends  much  of  his  workday  in 
the  office's  spectacular  conference 
room,  a  warm,  airy  space  with  an  18- 
foot-high  cathedral  ceiling,  a  stone  fire- 
place, deep  red  sofas  and  an  inspiring 
view  of  a  "backyard"  that  slopes  gently 
up  into  a  mountain  range.  The  room  is 
mostly  glass  on  two  sides.  A  visitor 
watches  several  deer  eating  com  Jew- 
son  has  sprinkled  in  the  yard.  The  set- 
ting seems  ideal  for  high-level  contem- 
plation. 

In  fact,  Jewson  designed  the  room 
partly  to  appeal  to  clients.  "I  used  so 
much  glass  because  I  wanted  people  to 
feel  open  and  expansive.  My  goal  was 
to  create  a  space  very  separate  from  the 
rest  of  the  world." 

And  to  bring  clients  to  the  space  for 
frequent  one-  and  two-day  brainstorm- 
ing sessions.  Unlike  many  entrepre- 
neurs who  have  fled  big  cities  for  the 
sticks,  Jewson  has,  from  the  start, 
viewed  his  rustic  isolation  as  a  poten- 
tial business  advantage.  He  considers 
his  unique  conference  room  the  perfect 
place  to  provide  companies  with  his 
product — which  he  calls  "conceptual 
architecture" — and  to  help  them  figure 
out  how  to  do  a  better  job  of  meeting 
consumer  needs.  Jewson  says  he  pro- 
vides "marketing  direction"  by  helping 
a  company  understand  who  its  con- 
sumers are  and  what  their  needs  are. 
His  three  major  goals  are  to  determine 
the  identity  of  the  category's  heavy 
users,  to  define  what  the  category  is  all 
about  and  to  discover  (or  establish)  a 
trademark's  brand  equity. 

"Our  goal  is  to  understand  what  the 
three  points  of  that  triangle  are.  If  we 
do,  that  allows  us  to  determine  how  a 


In-Touch  Tech 

Hardware  A  dozen  486s,  all  tied 
together  by  a  Novell  network.  "I  have 
four  contract  employees  in  different 
places.  We  transfer  a  lot  of  information 
between  us  and  routinely  have  60-page 
reports  going  back  and  forth.  I  can 
retrieve  files  wherever  I  am.  We  use 
Microcom's  Carbon  Copy  file  transfer. 
We're  heavy  users  of  America  Online, 
Prodigy  and  Dow  Jones  News/Retrieval 
to  do  background  research  on  clients 
and  product  categories." 
Phones  If  a  client  calls  the  office  and 
Jewson  is  at  another  location,  his  two 
secretaries  put  the  caller  on  hold  and 
patch  the  call  through  to  his  cellular 
phone.  "To  the  client  it's  transparent." 
Pager  His  secretaries  put  every  mes- 
sage on  his  SkyTel  SkyWord  pager  and 
he  decides  whether  it  has  to  be  dealt 
with  urgently. 

His  office — called  Berkshire  House — 
has  five  times  the  normal  amount  of 
wiring  to  enable  it  to  easily  handle  future 
advances  in  technology. 

given  brand  can  absolutely  dominate 
its  category." 

Examples:  Working  with  Frito-Lay, 
Jewson  helped  establish  Doritos  as  a 
brand  standing  for  irreverence.  In  1979, 
he  helped  General  Foods  create  and 
position  the  Crystal  Light  soft  drink. 
"The  theme  of  the  campaign — 'I 
believe  in  Crystal  Light  because  I 
believe  in  me' — emphasized  the  physi- 
cal and  emotional  benefits  of  diet,  and 
did  so  in  a  very  positive  way,"  Jewson 
says. 

What  exactly  gets  accomplished 
when  clients  visit  Jewson's  Berkshires 
HQ?  Added  perspective  on  the  market- 
ing challenges  they  face.  Away  from 
distractions,  in  a  new  environment,  it's 
easier  to  gain  insights. 

A  marketing  executive  who's  been 
there  explains  the  allure.  "It's  a  beauti- 
ful, right-brain  kind  of  place,"  says  Rod 
Bell,  vice-president  of  consumer  insight 
at  PepsiCo.  "Dwight's  a  free  thinker 
and  his  place  encourages  free,  nonlinear 
thinking  on  our  part." 

Adds  Joe  Saranda,  vice-president  of 
global  marketing  research  for  Avon,  "I 
think  Dwight  has  achieved  nirvana." 
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AIR  JEWSON  Though  he  flies  constantly  visiting  clients,  the 
Berkshire-based  consultant  can't  imagine  "traveling  and 
traveling,  then  going  back  to  New  York" 


This  may  be  true — when  Jewson  is 
there  to  enjoy  it.  At  least  half  the  time, 
however,  he  is  in  perpetual  motion, 
visiting  one  of  his  30  clients  in  eight 
states  or  off  somewhere  leading  a  focus 
group.  Even  when  he  lived  in  New 
York,  Jewson  had  to  travel  two  or 
three  days  a  week,  a  lamentable  fact 
that  actually  made  relocating  more 
appealing. 

"Business  travel  is  exhausting.  But 
how  anyone  can  travel  and  travel  and 
then  go  back  to  New  York  is  beyond 
me,"  says  Jewson.  "When  I  come  back 
here  it's  easy  to  unwind.  I'm  just  seven 
miles  from  skiing  at  Butternut.  Or  I 
can  go  for  a  run  on  the  road  without 
seeing  a  single  car."  Jewson  loves  the 
idea  that  Afford  now  has  a  smaller  pop- 
ulation than  it  did  200  years  ago. 

Have  Batteries,  Will  Travel 

Though  he  looks  laid  back  in  a  plaid 
shirt,  blue  jeans  and  cowboy  boots, 
Jewson  is  an  intense  and  driven  man 
who  puts  in  the  same  70-  or  80-hour 
weeks  he  did  as  a  Manhattanite.  "I 


need  to  be  plugged  in  to  the  intellectu- 
al stimulation  of  a  place  like  New 
York,"  he  says,  "but  I've  learned  that 
you  can  do  that  without  being  in  New 
York.  Technology  is  the  key." 

He  routinely  moves  long  documents 
electronically  between  his  laptop  and 
the  home  office,  between  his  computer 
and  clients',  and  among  his  widely  dis- 
persed contract  workers. 

One  longtime  client — Laurel  Cutler, 
vice-chairman  of  the  FCB/Leber  Katz 
ad  agency — calls  Jewson  "a  miracle  of 
technological  enablement."  Among 
clients,  he  is  legendary  for  being  imme- 
diately accessible  no  matter  where  he 
is  and  for  being  more  efficient  out  of 
the  office  than  most  people  are  when 
in  it. 

Jewson  travels  with  a  pager,  cellular 
phone  and  powerful  laptop,  currently  a 
NEC  Versa.  On  the  road,  he  uses 
Compton's  Multimedia  Encyclopedia 
and  Microsoft  Bookshelf.  "I  need  a 
good  color  screen  to  run  portable  CD- 
ROM,  and  that  takes  a  lot  of  memory 
and  a  lot  of  power,"  he  says.  The  gear 


goes  with  him  when  he  and  the  family 
hit  the  road  in  search  of  even  greater 
isolation.  In  addition  to  the  Berkshires 
compound,  Jewson  owns  a  lakeside 
summer  home  on  400  acres  near  Inter- 
national Falls,  Minn.,  and  a  cottage  on 
Vashon  Island  near  Seattle. 

"If  Dwight  didn't  have  all  these 
retreats,  I  think  he'd  go  up  in  flames," 
says  client  Jeff  Sholl,  vice-president  and 
general  manager  of  Pillsbury's  Green 
Giant  Fresh  division. 

While  some  clients  and  friends  envy 
Jewson's  lifestyle,  none  covet  his 
schedule.  But  the  if-it's-Tuesday-this- 
must-be-Nabisco  pace  is  something 
Jewson  has  no  desire  to  abandon.  "I 
think  consulting  clients  have  a  right  to 
interact  with  the  principal  face  to 
face,"  he  says.  "Besides,  it's  more  excit- 
ing and  enjoyable  for  me  that  way." 

Jewson  contends  that  relocating  has 
made  traveling  only  slightly  more 
inconvenient.  He's  55  minutes  from 
the  airport  in  Albany,  N.Y.,  and  75 
minutes  from  the  one  in  Hartford, 
Conn.  He  can  get  to  New  York  in  just 
under  three  hours  by  taking  a  car  ser- 
vice and  a  train — while  working  every 
minute  on  a  laptop  or  phone.  "If  I  have 
to  go  to  Princeton  to  see  Johnson  &. 
Johnson  [he  helps  position  brands  for 
their  personal  care  products  division], 
the  most  convenient  way  is  to  charter 
a  plane."  The  cost?  A  surprisingly  low 
$300. 

For  Jewson,  one  of  the  unexpected 
joys  of  breaking  away  has  been  the 
devotion  of  his  local  employees.  "They 
are  at  least  as  competent  as  the  people 
you  find  in  New  York,  and  they're 
much  more  dedicated.  And  they're 
nicer,  too." 

Two  secretaries  work  for  him  full 
time  and  two  part  time.  He  also  uses 
three  contract  researchers  (one  local, 
the  others  from  New  York  and  Boston). 
His  wife,  with  an  M.B.A.  in  finance, 
handles  the  books. 

Clients  who  haven't  yet  experienced 
Jewson's  Berkshires  idyll  receive  con- 
stant exhortations  to  come  on  up. 
"Sometimes  he  tells  me  to  just  come 
visit,"  says  Meryl  Freeman,  a  senior 
vice-president  at  FCB/Leber  Katz  Part- 
ners. "Other  times  he  insists  I  come 
five  there  permanently."  g 
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A  MISSION  TO  BE  WORLD  CLASS 


To  be  at  the  forefront  of  technology...  Provide  our  customers 
with  a  range  of  services  that  meet  the  highest  international 
standards...  All  at  competitive  prices. 
The  essence  of  our  mission. 

Singapore  Telecom  serves  more  than  3,000  international 

companies  that  have  chosen  Singapore  as  their  Asian  home. 

Our  telecommunications  services  and  infrastructure  are 

consistently  rated  among  the  best  in  the  world* 

We're  turning  our  sights  to  international  markets.  And  Singapore 

Telecom  will  continue  to  be  guided  by  a  single  determination  to 

offer  world  class  communications  to  our  customers,  wherever 

they  may  be  and  whenever  they  may  need  them. 

It's  a  promise  we've  been  keeping  for  years  in  Asia.  Now  we're 

ready  to  make  it  to  the  rest  of  the  world. 


AND  A  WILL  TO  SUCCEED 


Singapore 
Telecom 

Service  first  Always 


Singapore  Telecom  Comcentre,  31  Exeter  Road,  Singapore  0923  Tel  65-730  80)8  Fax  65-733  3008 
Singapore  Telecom  USA  Suite  500,301  Riverside  Avenue,  Westport,  CT06880USA  Tel  1  -203-454  6818  Tax  1-203-454  1923 


Deliver  Know-How 
In  No  Time  At  All. 


Your  employees  and  managers  can't  move  fast 
and  smart  when  the  resources  you  give  them  are 
slow  and  cumbersome.  And  if  you're 

still  relying  on  manuals,  training  programs 
and  help  desks  to  transfer  important 
know-how  to  your  people,  you're 
already  behind  the  curve.  In  today's 
time-based  ^^jj^  competitive  market, 
Comware  Electronic  Performance  Support  (EPS) 
lets  your  existing  computers  deliver  just-in-time 
know-how  to  your  employees.  It's  not  a  new 


training  technique.  It's  the  way  leading  corpora- 
tions are  getting  customized, "how-to"  information 
to  their  people.  And  it's  no  hype,  ^w^^  The 
performance  and  benefits  of  Comware 
EPS  have  already  been  proven. 
Comware  EPS  will  decrease  time- 
to-market,  shorten  sales  cycle  time 
and  improve  service  ^^^^  quality. 
And  all  you  need  to  know  about  Comware 
EPS  is  right  now  at  your  own  fingertips.  Call 
513.791.4224,  or  fax  513.791.2610 


INCORPORATED 

Electronic  Performance  Support 


The  Downsizer 


By  Andy  Kessler 


Fire  Your  Purchasing 
Managers 


More  information 
leads  to  better 
deals.  Turn  on 
your  PC  and  let  the 
bidding  begin! 


I'm  not  going  to  say  outright  that 
purchasing  managers  are  on  the  take, 
but  you  know,  I  know  and  they  know 
that  their  only  real  incentive  in  life  is 
to  get  freebies.  They  couldn't  care  less 
about  your  bottom  line.  Competitive 
bidding  for  your  company's  purchases? 
Forget  it. 

Don't  get  me  wrong,  I'm  not  sug- 
gesting purchasing  managers  are  dis- 
honest. They  are  no  more  dishonest 
than  the  kid  who  buys  the  box  of  cere- 
al with  the  best  gift  inside.  They  can't 
help  themselves. 

It  doesn't  have  to  be  this  way. 
Competitive  bidding  is  a  way  of  life  in 
many  industries.  Nasdaq  created  a 
competitive  bidding  environment  on 
line  for  stock  trading.  But  did  you  ever 
get  a  competitive  bid  for  airline  tickets, 
office  furniture  or  computer  systems? 
Even  when  you  think  you  have,  most 
likely  some  purchasing  manager  is 
greasing  the  skids,  knowing  full  well 
that  there  is  a  kickback  awaiting. 

The  good  news  is  that  you  already 
Bred  your  sales  force  (see  Forbes  ASAP, 
February  28,  1994,  and  April  11,  1994). 
Now  all  you  have  to  do  is  convince 
your  suppliers  to  fire  theirs.  A  move- 
ment is  under  way  in  corporate  Amer- 
ica to  use  electronic  data  interchange 
for  order  entry,  coordination  of  delivery 
and,  increasingly,  negotiation  of  prices. 

Toro,  the  lawnmower  folks,  Nike, 
Wal-Mart,  R.J.  Reynolds— all  live  off 
EDI.  Today's  EDI  users  are  transaction- 
oriented  businesses,  which — I  hate  to 
tell  you — are  all  businesses:  retail,  rail- 
roads, shipping,  the  computer  industry, 
medical,  and  strangely,  Uncle  Sam  and 
the  General  Accounting  Office.  The  big 


cheese,  President  Clinton,  has  mandat- 
ed that  by  1997  most  government  pur- 
chases will  be  made  using  EDI.  (Hey, 
Kennedy  mandated  a  moon  walk,  but 
EDI  for  all  purchases  is  probably  a 
tougher  goal.) 

Unfortunately,  EDI  is  merely  an 
electronic  data  interchange  and  proto- 
col to  help  automate  the  ordering 
process,  mercifully  lowering  the 
amount  of  paperwork.  You  are  proba- 
bly sick  and  tired  of  hearing  all  the 
virtues  of  EDI:  quicker  turnaround, 
lower  costs,  fewer  order-entry  errors, 
reduction  in  paper,  etc.  For  example, 
R.J.  Reynolds  Tobacco  Co.  figures  that 
purchase  orders  that  previously  cost 
between  $75  and  $125  to  process  now 
cost  93  cents. 

When  you're  dealing  with  more 
than  1,400  suppliers  and  tens  of  thou- 
sands of  purchase  orders  a  year,  it  adds 
up.  Still,  with  all  the  great  savings,  the 
nagging  flaw  of  EDI  is  that  the  price 
and  terms  are  still  decided  in  a  sales- 
person-to-purchasing manager  discus- 
sion, in  analog. 

EDI  GOES  DESKTOP 

Until  the  last  few  years,  EDI  also  has 
been  implemented  almost  exclusively 
on  mainframes  or  other  big  systems 
like  IBM  AS/400s.  But  recently,  several 


PC-  and  LAN-based  EDI  applications 
have  surfaced.  One  example  is  Form- 
Flow  from  Delrina.  Isocor  and 
Microsoft  are  working  together  to  cre- 
ate a  Windows-based  front  end,  and 
Isocor  and  AT&T  have  a  deal  to  enable 
EDI  over  AT&T's  EasyLink  on-line 
messaging  service.  General  Electric 
Information  Services  runs  a  network 
that  enables  EDI  for  businesses  large 
and  small,  a  rent-versus-buy  plan. 
Access  to  EDI  is  no  longer  an  issue  for 
small  companies  or  small  groups 
within  a  big  company. 

How  do  you  set  this  up?  The  inele- 
gant solution  is  probably  a  Lotus  Notes 
server,  accessible  by  your  internal  orga- 
nization as  well  as  by  all  your  suppliers 
and  potential  suppliers.  One  Notes- 
compliant  application  that  may  be  use- 
ful is  Collabra  Share,  from  Collabra  in 
Mountain  View,  Calif.,  which  allows  a 
group  of  participants  to  carry  on  a  dis- 
cussion, taking  advantage  of  existing  E- 
mail  infrastructure. 

More  elegant  solutions  are  possible. 
TSI  International,  of  Wilton,  Conn., 
offers  a  product  called  Mercator,  which 
allows  information  in  EDI  documents 
to  be  mapped  into  graphical  objects 
that  can  be  handled  by  a  user's  applica- 
tion. That  means  some  custom  code 
can  be  generated  (using  visual  program- 
ming, of  course)  to  input  all  the  bids 
on  a  particular  order  and  create  a  mar- 
ket system  that  selects  the  best  one. 

Don't  let  Wall  Street  have  all  the 
fun.  Create  your  own  efficient  on-line 
trading  markets.  For  once,  your  compa- 
ny will  be  buying  the  cereal  that's  best 
for  it  rather  than  the  one  with  the  best 
prize  inside  the  box. 
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Factories 


Most  CIOs  are  ecstatic  when 
they  see  the  lower  costs  and 
more  streamlined  operations 
made  possible  by  today's  MRP  and 
MRP  II  systems.  But  is  this  enough? 

"Let  me  tell  you  a  secret.  Japanese 
firms  love  MRP  and  MRP  II — because 
Americans  keep  using  them,"  laughs 
Bruce  Richardson  of  Boston-based  Ad- 
vanced Manufacturing  Research,  an 
outfit  that  tracks  the  manufacturing 
systems  market.  "Any  CEO  so  easily 
satisfied  is  risking  his  company's  sur- 
vival." 

MRP  and  MRP  II  are  key  phrases  in 
manufacturing  circles. 

■  MRP  stands  for  conventional  Mate- 
rial Requirements  Planning,  a  category 
of  software  that  grew  to  prominence  in 
the  1970s.  It  automates  the  process  of 
planning  for  production. 

■  MRP  II  represents  the  next  genera- 
tion of  such  systems,  and  refers  to 
Manufacturing  Resource  Planning. 

Think  of  MRP  II  as  a  superset  of 
MRP  that  attempts  to  rope  in  all 
the  "resources"  involved  in  the 
efficient  making  of  a  prod- 
uct— including  projected 
sales,  personnel,  plant  ca- 
pacity and  distribution  limi- 
tations. 

Sales  of  MRP  and  MRP  H 
systems  are  skyrocketing. 
Projected  1994  revenues  for 
MRP  and  MRP  II  systems 
are  $2.8  billion,  which  repre- 
sents   a    whopping  40% 
growth  from  1993,  according 
to  AMR. 

So  why  the  grinning  faces 
in  Japan?  Simply  that  most 
MRP  systems  being  installed 
today  stop  woefully  short  of  ad- 
dressing the  key  competitive  fac- 
tors facing  U.S.  manufacturers. 


Listen  to  George  Stalk  Jr.,  the  time- 
management  guru  at  the  Boston  Con- 
sulting Group:  "Factory  automation  ef- 
forts that  reduce  costs  and  incremen- 
tally improve  efficiency  capture  only 
extremely  low-hanging  fruit,"  he  says. 
"Most  companies  merely  are  correct- 
ing the  inefficiencies  caused  by  inat- 
tention. They  utterly  are  failing  to  get 
the  really  big  returns." 

A  MAJOR  PROBLEM  is  lack  of  inte- 
gration with  non-manufacturing  sys- 
tems. Most  of  today's  MRP  and  MRP 
II  packages  fail  to  allow  any  employee 
to  peek  into  the  computer  and  get  a 
snapshot  of  the  status  of  any  customer 
order — be  it  a  production-,  marketing-, 
sales-  or  a  finance-oriented  view.  Yet 
this  is  exactly  what  today's  nimble 
company  needs  to  do. 

Most  MRP  and  MRP  II  packages  on 
the  market  today  work  off  large  com- 
puters and  cumbersome  languages. 
Writing  links  to  corporate  accounting 
or  marketing  databases  is  possible,  but 
fraught  with  expense  and  frustration. 

Management  is  of  no  help.  "About 
90%  of  the  time  it's  pain,  not  vision, 
driving  the  shift  toward  installing  a 
new  MRP  II  system,"  says  Richardson. 
"Inventory  levels  are  out  of  control, 
costs  are  escalating."  Richardson  says 
managers  may  be  so  relieved  once  the 
cash  crisis  subsides  that  they  will  fail 
to  take  the  next  step:  cross-functional 
integration. 

A  handful  of  fast  companies,  how- 
ever, are  moving  beyond  traditional 
MRP  and  MRP  II  to  install  completely 
integrated  systems.  These  tie  to  PC 
spreadsheets,  legacy  databases,  and  cor- 
porate E-mail  systems.  The  idea  is  fair- 
ly simple:  focus  on  what  the  customer 
needs,  and  work  backward  from  there. 

Such  firms  reap  astonishing  returns, 
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The  MRP  market  now  accrues  annual  rev- 
enues upward  of  $2.8  billion,  and  is 
mushrooming  at  a  40%  growth  rate.  Yet 
only  a  handful  of  vendors  offer  MRP  sys- 
tems based  on  "open"  industry  standards 
and  a  modular  client/server  architecture. 
These  are  listed  below: 

Avalon  CUM  (v8.6) 

Avalon  Software 
Tucson,  Ariz. 
(602)  790-4214 

MRG/PRO  (v7.0) 

qad.inc 

Carpinteria,  Calif. 
(805)  684-6614 

Oracle  Manufacturing  (v9.0) 

Oracle 

Redwood  City,  Calif. 
(415)  506-7000 

R/3  System  (v2.1) 

SAP  America 
Philadelphia,  Pa. 
(610)  521-4500 

Symix  Advanced  Manufacturing 

Symix  Computer  Systems  Inc. 
Columbus,  Ohio 
(614)  523-7000 

Triton  (v4.0) 

Baan 

Reston,  Va. 
(703)  471-8785 


as  evidenced  by  Coors  Ceramics, 
Northrop  Grumman,  Phoenix  Designs 
and  Red  Devil. 

The  alternative?  Not  surviving. 

QUICK  STUDY 

Coors  Ceramics:  Figuring  Out 
Customer  Needs  First 

"Every  morning  at  7  a.m.,  I  walk  into 
a  meeting  that  includes  key  people 
from  manufacturing,  engineering,  and 
sales.  We  look  at  yesterday's  sales  and 
requests  for  new  products.  We  chat 
about  how  things  are  going.  Every- 
thing that  happened  as  of  that  morn- 
ing is  already  in  our  system." 

The  narrator  is  Brian  Seegmiller, 
general  manager  of  sales  and  market- 
ing for  the  $100  million  structural 
products  division  of  Coors  Ceramics 
Co.,  Golden,  Colo.  He's  a  manufactur- 
ing software  enthusiast. 

And  why  not?  A  few  years  ago, 
Coors's  old  batch-oriented  system 
would  take  as  much  as  two  days  to 
process  new  orders.  Managers  never  be- 


lieved what  the  computer  printouts 
said.  Numbers  were  often  fudged, 
making  it  extremely  difficult  to 
take  a  reality  check  on  overall 
profitability,  says  Seegmiller. 

Worse,  there  was  no  way  a 
salesperson  could  track  the 
exact  status  of  a  particular 
customer's   order.  With 
1,500  orders  coming  in 
monthly,  that  was  a  prob- 
lem. To  play  it  safe,  Coors 
would  put  more  orders  into 
process  in  order  to  get  as  close 
to  the  predicted  customer  deliv- 
ery date  as  possible.  This  in 
turn  resulted  in  higher  finished- 
goods  inventories — adding  addi- 
tional costs  to  Coors's  over- 
head. 

Shipping  performance  was  also 
an  issue.  The  old  system  [very  old, 
in  fact:  a  15-year-old  system  written 
internally  using  the  Basic  language 
that  ran  on  a  Digital  Equipment  PDP- 
11)  tracked  shipping  on  a  weekly  basis. 
If  a  customer  wanted  an  order  on 
Monday,  and  Coors  shipped  it  by  Sat- 
urday, "the  system  logged  that  order 
as  being  on  time,"  recalls  Terry 
Padgham,  information  services  manag- 
er. When  customers  called  to  com- 
plain, the  salesperson  would  get  no 
valid  data  from  the  system  other  than 
a  cheerful  "on  time"  report. 

Coors's  approach  to  automation  is 
instructive.  Seegmiller  lays  out  the  se- 
cret: "We  figured  out  the  needs  of  the 
customers  before  we  thought  about 
how  to  update  our  archaic  manufac- 
turing system." 

Before  plunking  down  money  for  a 
new  system,  Coors  defined  its  goals. 
There  were  three.  First  and  foremost, 
it  had  to  increase  customer  satisfac- 
tion. "Our  sales  people  were  under  a 
tremendous  amount  of  pressure  to  get 
information  for  customers — which  in 
turn  prevented  them  from  developing 
new  orders  and  selling  product,"  says 
Padgham. 

Secondly,  Coors  wanted  to  reduce 
lead  times.  "If  we  can  shrink  work-in- 
progress,  inventory  and  delivery  sched- 
ules accordingly,  then  we  can  schedule 
more  customer  orders,"  Padgham  ex- 
plains. Finally — and  not  incidentally — 


Vesterday's  inaccurate  systems  made 
heroes  out  of  resistant  employees. 

Coors  wanted  to  reduce  operating  costs. 

Padgham  went  with  a  client/server 
system  from  qad.inc,  called 
MFG/PRO,  running  on  a  Unix-based 
IBM  RS/6000,  which  provides  integrat- 
ed manufacturing,  distribution,  field 
service  and  financial  applications. 

The  proof  of  the  success  of  this  ap- 
proach is  in  the  numbers.  Before  the 
qad  system  was  installed,  Coors's 
product  cycle  ranged  between  10  and 
14  weeks.  That  has  been  reduced  to 
just  six  to  10  weeks,  "and  we're  con- 
tinuing to  improve  that,"  says 
Padgham.  On-time  shipments  have 
improved  to  over  95% — and  Coors 
salespeople  can  be  confident  that  "on 
time"  means  that  it  was  delivered  on 
time — not  just  within  a  certain  seven- 
day  parameter. 

QUICK  STUDY 

Northrop:  Reducing  Costs — and 
Other  Nice  Surprises 

At  the  end  of  1992,  Northrop  Grum- 
man, of  Long  Beach,  Calif.,  saw  the 
writing  on  the  wall  regarding  the  dwin- 
dling defense  dollar.  So  it  decided  to 
spin  off  a  separate  commercial  division 
manufacturing  airplane  components  for 
other  aeronautics  manufacturers. 
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What  made  this  viable:  Northrop, 
in  addition  to  its  DoD  work,  already 
manufactured  the  equivalent  of  43% 
of  Boeing's  747 — ^including  most  of  the 
fuselage.  But  it  needed  to  get  its  pro- 
duction costs  down. 

Computer  expenses  were  seen  as 
particularly — and  unnecessarily — high, 
says  Joe  Dugan,  business  systems  pro- 
gram manager  for  Northrop.  "[The] 
data  processing  budget  needed  to  be  re- 
duced by  60%  by  June  1994  if  we  were 
to  be  viable  as  a  division,"  he  says. 

An  obvious  decision  was  to  jettison 
the  existing  IBM  mainframe — which 
cost  nearly  $20  million  in  annual 
maintenance  and  software  licensing 
fees  as  well  as  related  personnel  costs. 
But  Northrop  couldn't  afford  to  reduce 
its  processing  capacity;  if  anything,  the 
new  division  needed  more  computing 
power.  Northrop  subsequently  decided 
to  move  to  the  open  systems  environ- 
ment, choosing  Hewlett  Packard's  HP 
9000  Unix  system  as  the  server  hub 
and  486-based  PCs  as  client  machines. 

Another  obvious  requirement:  to 
use  only  off-the-shelf  software  that 
worked  in  a  client/server  configura- 
tion, and  which  required  as  little  mod- 
ification. For  basic  office  automation 
as  well  as  legacy  accounting  systems, 
plenty  of  choices  existed  to  fit  this 


model.  But  for  manufacturing  func- 
tions, says  Dugan,  only  a  handful  of 
vendors  offered  truly  open  products 
based  on  industry  standards. 

Dugan  eventually  chose  Oracle 
Manufacturing  software,  from  Oracle 
of  Redwood  City,  Calif.  This  integrated 
suite  replaced  40  "homegrown"  sys- 
tems built  by  Northrop  in  the  1960s — 
none  of  which  were  able  to  share  data. 
On  August  15,  the  mainframe  was  un- 
plugged. The  entire  project  cost  $14 
million.  But  $20  million  annually  in 
maintenance  and  licensing  fees  was 
eliminated.  "We  saw  payback  in  less 
than  12  months,"  says  Dugan. 

So,  says  Dugan,  the  project  was  a 
success  according  to  the  original  direc- 
tive to  cut  costs  by  60%.  Yet  there 
were  other  benefits  that  proved  im- 
measurably valuable.  The  No.  1  arena: 
customer  service. 

Every  Northrop  product  is  assem- 
bled to  order.  The  firm  wanted  to 
maintain  the  absolute  minimal  inven- 
tory levels,  while  maximizing  service 
to  its  customers.  Quite  a  job,  given  the 
variance  of  specifications  of  any  one 
Northrop  product.  "We're  talking 
about  256,000  separate  part  numbers 


that  can  make  up  a  single  product," 
says  Dugan. 

But  with  the  Oracle  software,  total 
lead  time — the  time  it  takes  from 
when  an  order  is  placed  to  when  it  is 
delivered — has  been  reduced  from  18 
months  to  just  seven  months.  Dugan 
expects  to  trim  that  to  just  four 
months  within  the  next  year. 

The  new  infrastructure  allows  big 
customer  Boeing  to  call  in  design 
changes  related  to  its  different  cus- 
tomers as  late  as  four  months  prior  to 
shipment  of  the  order,  says  Dugan. 

QUICK  STUDY 

Phoenix  Designs:  Seeding  the 
Field  with  Software-aided 
"Agents" 

Simple,  Quick,  and  Affordable.  This 
isn't  just  a  marketing  slogan  for 
Phoenix  Designs,  a  Zeeland,  Mich., 
made-to-order  manufacturer  of  office 
systems  and  furniture.  Everything  the 
company  does  is  based  upon  improving 
one  or  more  of  these  all-important  at- 
tributes. Especially  computer  systems. 
Indeed,  every  piece  of  technology  in- 
stalled at  Phoenix  must  demonstrate  in 
some  way  that  it  contributes  to  better 


Red  Devil,  inventory  managers  didn't 
eve  what  the  computer  told  them. 


George  Stalk:  "Put  Customers  First" 

The  danger  of  paying  too  much  attention  to  building  an  automated 
supply  chain  is  that  this  can  divert  your  attention  from  what's  really 
important,  says  Boston  Consulting  Group's  George  Stalk  Jr. 

"You  can  make  this  into  a  huge  software  issue  by  paying  atten- 
tion to  a  series  of  hand-offs  between  manufacturers,  suppliers  and 
customers,"  says  Stalk.  True,  this  can  lead  to  a  promising  5%  to 
7%  reduction  in  overall  manufacturing  costs.  But  Stalk  believes 
this  is  minuscule  when  compared  to  the  possibilities  of  competing 
more  effectively. 

Phoenix  Designs,  the  Zeeland,  Mich.,  office  furniture  manu- 
facturer, for  example,  has  achieved  exponential  growth  not  by 
shaving  costs  off  the  manufacturing  process,  but  by  asking  what 
would  endear  itself  to  customers  and  distributors  alike. 

Technology  can  help,  says  Stalk,  but  he's  wary  of  what  he  calls 
"leading  with  IT."  If  anything,  he  says,  a  firm  should  attempt  to  cor- 
rect its  processes  manually,  then  automate  later.  "People  who  write 
a  check  for  the  really  big  systems,  and  sit  back  and  wait  for  the  re- 
sults, are  going  to  be  in  trouble,"  says  Stalk. 


Forbes  ASAP 


19 


Fast  Factories 


servicing  of  the  customer. 

This  philosophy  is  paying  off  in 
spades.  Founded  10  years  ago,  Phoenix 
Designs  provides  low-cost  alternatives 
to  its  parent,  Herman  Miller,  and 
other  premium  office-component 
product  manufacturers.  Phoenix's  ac- 
tivities include  light  assembly  of  pan- 
els and  other  office  systems,  as  well  as 
remanufacturing  used  components 
into  inexpensive  "as-new"  products.  A 
popular  Phoenix  offering,  for  example, 
is  "Action  Office  as  New,"  which 
gives  customers  a  high-quality  Her- 
man Miller  "Action  Office" — used 
and  reconditioned. 

Phoenix  sells  through  the  same  dis- 
tribution channel  as  Herman  Miller 
and  other  major  build-to-order  contract 
office  manufacturers.  Currently,  there 
are  approximately  500  independent 
dealers  in  North  America  who  offer 
Phoenix  products. 

"The  contract  furniture  business 
rehes  on  our  independent  dealers  scat- 
tered around  the  world,  each  of  whom 
has  their  own  house  design  staffs, 
sales  forces,  and  purchase  and  installa- 
tion crews,"  explains  Jim  Von  Ins, 
manager  of  IS  for  Phoenix.  Phoenix  re- 
alized that  winning  the  hearts  and 
minds  of  these  dealers  would  bring  it 
closer  to  its  actual  customers.  So  two 


Breaking  Down  the  Factory  Walls 

The  late  1990s  will  usher  in  what  Erik  Keller  of  the  Gartner  Group  calls 
"the  networked  manufacturing  company."  He's  not  talking  about  a  single 
entity,  however,  but  a  multicelled  organism  incorporating  supplier,  manu- 
facturer, distributor  and  customer. 

Gartner  calls  the  systems  associated  with  this  next  step  Enterprise  Re- 
source Planning.  Users  will  be  able  to  link  all  the  functions  of  manufac- 
turing operations  with  supporting  sales,  marketing  and  finance. 

The  key  to  ERP  is  real-time  monitoring  of  business  functions.  This  per- 
mits real-time  analysis  of  key  issues  such  as  quality,  regulations,  customer 
satisfaction,  performance  and  profitability.  Financial  and  planning  systems 
will  receive  "triggered"  information  from  manufacturing  and  distribution.  For 
example,  when  something  happens  on  the  shop  floor  that  impacts  a  busi- 
ness situation — raw  goods  inventory  drops  to  a  certain  level,  say,  which  af- 
fects the  ability  to  deliver  a  certain  order  to  a  certain  customer— this  kicks 
off  a  trigger  in  the  form  of  an  E-mail  message  to  the  appropriate  person  in 
sales  or  marketing. 

Ultimately,  this  sort  of  integration  will  break  through  traditional  corpo- 
rate boundaries.  A  true  ERP  system  will  monitor  not  only  internal  raw- 
goods  inventory  levels,  but  the  inventory  levels  of  key  suppliers. 


years  ago,  Von  Ins  asked  an  external 
consulting  firm  to  develop  a  PC-based 
computer-aided  design  program  that 
he  could  give  to  his  dealers  to  help 
them  sell  Phoenix  products.  In  effect, 
the  Z-Axis  program  allows  indepen- 
dent office  designers  and  sales  reps  to 
graphically  put  together  a  Phoenix  of- 
fice system  on  a  computer  screen 
using  a  giant  trackball  and  a  simple 


The  No.  1  goal  of  manufacturing  software  today  should  be  customer  service: 
getting  the  right  product  to  the  right  place  at  the  right  time  at  the  right  price. 


point-and-click  device. 

Written  in  SCO  Unix,  Z-Axis  also 
does  instantaneous  pricing  of  what  can 
be  very  complex  office  systems.  "The 
system  has  'rules'  built  in  that  make 
sure  a  designer  only  puts  together  a 
feasible  Phoenix  system,"  explains 
Von  Ins.  Once  the  design  is  finished, 
the  program  automatically  logs  the 
order,  prints  out  customer  contracts, 
and  uploads  the  data  to  Phoenix's  host 
customer  order  database  in  Zeeland. 

Dealers  pay  a  monthly  fee  of  about 
$600  for  the  Z-Axis  hardware  and 
software. 

The  Z-Axis  product  has  been  avail- 
able for  30  months  now,  and  236  in- 
dependent dealers  have  opted  to  lease 
it.  To  encourage  use  of  the  system, 
Phoenix  sets  up  target  programs 
where  if  sales  volume  at  a  particular 
dealership  reaches  a  certain  level,  the 
leasing  price  is  reduced.  Some  dealers 
are  starting  to  put  Z-Axis  on  notebook 
computers  so  they  can  travel  to  cus- 
tomer sites  to  do  immediate  mock- 
ups  and  pricing  of  designs.  "Our  deal- 
ers say  it's  a  great  sales  tool  for  them. 
And  of  course,  that  works  for  us," 
says  Von  Ins. 

But  it's  the  integration  of  the  host 
order-entry  database  with  Symix  man- 
ufacturing software  that  is  critical  to 
the  next  piece  of  Phoenix's  strategy: 
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reducing  cycle  time  once  an  order  has 
been  placed. 

Once  the  order  has  been  electroni- 
cally transmitted  into  the  Progress 
database,  it  is  then  communicated  into 
the  Symix  manufacturing  software  sys- 
tem running  on  an  IBM  RS/6000  Unix 
server.  From  there,  scheduling  of  the 
order  begins.  Approximately  95 
Phoenix  employees  can  peek  into  this 
database  from  their  desktop  PCs  to  see 
inventory  levels,  purchasing  patterns, 
shipping  dates  and  shop  floor  flow  con- 
trol functions.  The  Symix  database  is 
also  the  main  accounting  database. 

Cycle  time  to  market  has  been  dra- 
matically reduced  as  a  result  of  this  re- 
engineering,  says  Von  Ins.  Seven  years 
ago,  when  he  first  joined  the  company, 
it  took  between  four  and  six  weeks 
from  the  time  an  initial  order  was 
placed  until  the  product  was  delivered 
to  the  customer.  That  time  didn't  in- 
clude the  three  to  four  days  it  took  the 
design  team  at  a  dealer  site  to  create  a 
design  for  a  customer.  Now,  however, 
it  takes  just  two  weeks  to  receive  a 
made-to-order  Phoenix  system.  For 
special  items,  Phoenix  even  has  two- 
day  turnaround. 

This  has  resulted  in  considerable 
growth  in  revenues:  from  $7  million  in 
1986  to  $84  million  in  1993. 

The  Symix  software  was  quite  in- 
expensive, costing  just  $30,000  for 
initial  modules  (although  the  system 
has  been  upgraded  several  times  since 
the  original  installation).  The  Z-Axis 
dealer  software  cost  approximately  $3 
million  to  build,  "but  we  couldn't 
have  gotten  to  a  two-week  turn- 
around— much  less  a  two-day  turn- 
around— without  this  sort  of  tool," 
says  Von  Ins. 

QUICK  STUDY 

Red  Devil:  Getting  Employees 
to  Believe  the  Computer  Again 

Here's  an  example  of  how  poorly 
many  manufacturers'  computer  sys- 
tems operate:  The  employees  don't  be- 
lieve them.  And  it's  probably  well 
they  shouldn't. 

In  fact,  a  big  challenge  Red  Devil 
faced  when  it  installed  a  distributed 
client/server  manufacturing  suite  from 
Avalon  was  getting  its  plant  workers 


and  managers  to  take  the  data  it  pro- 
duced seriously.  "We  still  found  them 
running  to  the  back  room  to  check  on 
inventory  levels,"  says  John  Coff,  di- 
rector of  MIS  for  Red  Devil. 

Red  Devil  is  a  $50  million  produc- 
er of  sealants,  caulks,  and  hand  tools. 
Founded  in  the  early  1870s,  Red 
Devil  supplies  home-repair  and  hobby 
retailers  such  as  Home  Depot,  Handy 
Andy  and  Ace  stores  with  products 
for  the  do-it-yourself  homeowner  and 
hobbyist. 

Red  Devil  unplugged  the  main- 
frame, moving  to  an  NCR  3455  Unix 
server  running  Avalon  manufacturing 
software  in  a  client/server  mode.  Soft- 
ware costs  immediately  dropped  80%, 
hardware  costs  70%  (maintenance 
costs  dropped  from  $80,000  to  just 
$11,000  annually).  MIS  costs,  which 
were  2.2%  of  sales,  have  been  reduced 
to  1.37%  of  sales,  and  MIS  personnel 
has  been  reduced  by  27%,  mostly  by 
eliminating  the  operations  group. 

Better  still,  inventory  accuracy  has 
finally  been  achieved. 

A  whopping  $2  million  in  invento- 
ry was  slashed  simply  because  Red 
Devil  could  have  confidence  that  the 
system  was  giving  accurate  numbers — 
no  need  to  "pad"  inventory  in  case  of 
running  dry. 

"Prior  to  installing  this  system,  we 
had  inventory  losses  in  the  5%  and 


6%  range,"  says  Coff.  "This  has  com- 
pletely gone  away." 

The  next  major  hurdle:  all-impor- 
tant customer-service  directives. 

Red  DevU's  industry  is  increasingly 
controlled  by  major  retail  outlets,  such 
as  Wal-Mart,  Handy  Andy  and  Ace. 
"In  the  old  days,  manufacturers  con- 
trolled the  market.  Now  a  few  domi- 
nant retailers  do.  We  have  five  or  six 
major  retail  customers,  and  the  rest  of 
the  market  is  shrinking.  We  need  to 
meet  their  demands — which  revolve 
around  better  order  accuracy,  response 
time,  delivery  dates,"  says  Ralph  De- 
Lorenzo,  company  controller. 

DeLorenzo  already  is  optimistic 
about  results.  "We  used  to  ship  a  95% 
fill  rate  in  five  days.  Now  we're  up  to 
98%  in  two  days,"  he  says.  But  even 
so,  he  isn't  happy.  "I  want  to  reach 
100%  in  24  hours,"  he  says.  What  will 
it  take?  "A  few  more  hairs  off  my 
head,"  laughs  Coff,  who  says,  howev- 
er, that  Red  Devil  is  moving  toward  a 
system  where  not  just  orders  are  en- 
tered electronically,  but  major  suppli- 
ers and  customers  can  look  directly 
into  Red  Devil  systems  and  trigger  or- 
ders without  human  intervention. 

Red  Devil's  ultimate  goal?  "Soft- 
ware that  anticipates  when  Home 
Depot  is  likely  to  generate  the  order, 
so  we  can  start  production  ahead  of 
time,"  says  DeLorenzo.  jot 
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Canon  Technology  Update: 


The  new  generation  in  color  copying, 
and  how  it  is  revolutionizing 
everyday  business  communications. 


Color 


Ever  since  1983,  when  we  introduced  the  first  color  copiers, 
we  have  been  instrumental  in  the  transition  of  visual  business 
communications  from  black-and-white  to  color.  With  ad- 
vances in  technology  that  have  vastly  expanded  the  role  and 
usefulness  of  color  copiers.  Transforming  them  from  novelties 
into  some  of  the  most  important  tools  available  to  a  business. 

What  advances  in  technology? 

Following  our  first  analog  full  color  copiers,  which  pro- 
duced good  quality  in  stand-alone  applications,  we  introduced 
the  first  digital  full  color  copier  in  1987.  Digitalization 


communications  with  Canon  color  copiers  enhance  impact  and  comprehension. 

brought  about  great  improvements  in  reproduction  quality, 
as  well  as  advances  in  document-manipulation  capabilities. 

Then,  in  1989,  computer  connectivity  was  added,  making 
the  color  copier  not  just  a  copier,  but  also  a  scanner 
and  printer. 

And  there  were  other  firsts,  as  well.  The  first  manufacturer 
to  offer  both  electrophotographic  system  and  bubble  jet 
technology  in  a  color  copier  product  line.  The  first  with  new 
generation  bubble  jet  technology  that  resulted  in  the  world's 
smallest,  lightest,  and  most-affordable  full  color  copiers.  And 
the  first  to  provide  large  format,  full  color  imaging  capabilities 


Advertisement 


with  up  to  24  "  x  36  "  scanning  for  a  broad 
of  graphic  applications. 


range 


Typical  Color  Laser  Copier  Network  Configurations. 


What's  the  significance  of  color  in  everyday 
business  communications? 

Most  business  people  today  have  to  deal  with 
enormous  amounts  of  information,  both  electronic 
and  visual.  And  since  color  is  such  an  excellent  tool 
for  enhancing  impact  and  comprehension,  the  use 
of  color  documents  is  expanding  rapidly.  More  and 
more  color  computers  are  appearing  on  desks. 
More  and  more  color  applications  software  is 
available.  And,  with  the  introduction  of  ink  jet  printers  and 
next  generation  electrophotographic  system  laser  copiers, 
high-quality  color  is  becoming  more  and  more  practical 
and  affordable. 

At  the  same  time,  however,  people  are  increasingly  required 
to  combine  color  images  and  documents  produced  by  others. 
And  in  many  cases,  particularly  where  a  large  number  of 
copies  or  sets  is  required,  they  cannot  do  that  easily  and 
cost-effectively  with  single-purpose  scanners  and  printers. 
They  need  color  copiers  that  offer  reproduction  efficiencies. 

And  they  especially  need  color  copiers 
that  can  produce  —  with  the  touch  of 
a  button  —  color  copies  as  close  as 
possible  to  the  quality  of  the 
original,   and  as  consistent 
from  one  to  the  next  as  with 
black-and-white  copiers. 
To  help  assure  this  kind  of 
performance,  we  have  deve- 
loped a  color  calibration 
system  that  provides  a 
sound  foundation  for 
stabilizing  scanning  and 
printing  and  delivering 
high  reproduction  quality. 
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Canon 


The  world's  first  automatic, 
two-sided  color  copying. 


How  does  Canon's  color  calibration  system  work? 

Our  system  uses  a  high-resolution  scanner  to  analyze 
the  original  and  an  internal  sensor  to  check  the  printing 
environment  on  the  drum.  An  AI  Control  System  then  utilizes 
this  information  to  adjust  printing  for  the  best  possible  copy 
quality.  So  what  you  see  in  the  original  is  exactly  what  you'll 
see  on  all  succeeding  copies.  And  what  you  get  —  along  with 


improved  speed,  greater  efficiency,  and  enhanced  productivity 
—  is  uniform  color  calibration  and  stability  regardless  of 
ambient  conditions  or  operator  skill. 

Canon's  newest  color  copiers  employ  our  proprietary 
CES-RGB  (Color  Communication  and  Exchange  Standard: 
RGB)  color  standard,  which  is  compatible  with  the  CIE 
(Commission  Internationale  de  l'Eclairage)  global  color 
reference.  And  with  this  new,  integrated  standardization 
of  color,  other  Canon  advances  —  including  the  first 
automatic,  two-sided  color  copying  capability,  even  in 
computer  networks  —  will  also  hasten  the  day  when  on-site, 
on-demand  printing  is  commonplace. 

What  will  all  this  mean  for  your  business? 

For  the  Age  of  Information,  the  implications  are  thought- 
provoking. 

Throughout  business  and  industry,  demand  for  in-house 
color  printing  will  increase  even  more.  And  because  Canon 
color  copiers  are  network-  and  groupware-compatible,  even 
decentralized  organizations  will  benefit  through  greater 
time-saving  and  cost-saving  efficiency  in  the  collaborative 
preparation  and  reproduction  of  color  communications. 

For  professional  designers,  new  creative  possibilities 
will  emerge. 

For  all  businesses,  timely,  truly  personalized,  full-color, 
on-demand  printed  communications  will  be  within 
everyone's  reach. 

Color-wise,  things  couldn't  look  rosier. 


Canon 


Revolutionizing  an  industry  happens 
once  in  a  lifetime.  Okay  maybe  twice. 


When  the  world  asked  for  color, 
Canon  responded  with  the 
revolutionary  Color  Laser  Copier. 
Now  Canon  is  answering  today's  color 
needs  with  a  visionary  new  generation 
of  color  solutions,  the  Canon  Color 
Laser  Copier  800  and  700. 

This  new  breed  of  copiers  pro- 
duces images  so  sharp,  so  vivid,  they're 
virtually  indistinguishable  from  the 
original.  And  Canon's  new  copiers  are 
highly  productive,  too. 

They  make  a  swift  seven  full- 
color  copies  per  minute  on  a  variety  of 
materials  including  card  stock. 


Auto- feed  OHP  transparencies  effi- 
ciently by  cassette.  Make  multi-page 
documents  effortlessly  with  the 
optional  Recirculating  Document 
Feeder  and  Sorter.  And  the  Color  Laser 
Copier  800  is  the  first  color  copier 
ever  to  offer  Auto  Duplexing  for  auto- 
matic two-sided  copies. 

You  can  also  transform  these  new 
color  copiers  into  ultrafast,  full-color, 
plain  paper  printers  with  optional 
print  controllers  and  Intelligent 
Processing  Units  (IPUs),  so  you  can 
make  brilliant  color  output  directly 
from  your  computer  or  network. 


COLOR  LASER  COPIER  800 


For  a  free  Color  Solutions  Guide 
that  will  tell  you  more  about  the  new 
Canon  Color  Laser  Copier  800  and 
700,  as  well  as  the  rest  of  our  color 
copier  line,  call  1-800-OK-CANON. 
When  the  rest  say  you  can't,  Canon 
says  you  can. 
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PanCahDa 


An  Alberta  oil 
producer  sees 
profits  go  up,  dry 
holes  go  down 

COMPARED  WITH  MOBIL  or  Exxon, 
PanCanadian  Petroleum  is  a  ripple  on 
an  oil  slick.  But  here  in  Western  Cana- 
da, the  business  press  routinely  refers  to 
the  Calgary,  Alberta,  company  as  a 
giant.  Actually,  the  term  "sleeping 
giant"  used  to  be  the  preferred  one. 
Conservative  PanCanadian  perennially 
drilled  fewer  wells,  produced  less  oil  and 
took  in  less  money  than  its  Western 
Canadian  rivals,  despite  owning  25  mil- 
lion acres  of  potentially  oil-bearing  land. 

But  now  the  company  is  as  brash  as 
its  headquarters  building,  a  slender,  29- 
story  cylinder  that  dominates  the  mod- 
est Calgary  skyline.  PanCanadian  drills 
through  more  earth  than  any  Canadian 
company.  The  number  of  wells  it  drills 
a  year  has  tripled  in  the  past  two  years 
to  1,500,  and  oil  production  has  nearly 
doubled  since  1990.  The  company  has 
lowered  its  cost  per  barrel  for  finding, 
pumping  and  distributing  oil.  The 
result:  Though  the  price  of  crude  oil 
dropped  10%  to  U.S.$18.34  a  barrel  in 
1993,  revenues  for  that  year  were  up 
35%  to  $1.12  billion  and  profits  rose 
20%  to  $231  million.  (PanCanadian 
produces  natural  gas  as  well,  but  oil 
accounts  for  60%  of  its  revenues  and 
profits.)  In  first-half  1994,  a  climb  in  oil 
prices  provided  an  additional  14%  rise 
in  profit  from  the  year  earlier. 


DUKE  OF  OIL:  Former  Alberta  energy  official  David  Tuer  led  the 
building  of  an  information  pipeline  that  helped  PanCanadian 

nearly  double  production. 


The  beginning  of  this  upward  trend 
coincides  with  the  rise  of  David 
O'Brien  to  the  CEO's  post  in  January 
1990.  A  former  corporate  lawyer  with  a 
refined  voice  and  distinguished  looks, 
O'Brien  did  just  a  bit  of  shaking  up  a 
few  months  later.  He  shed  15%  of  the 
1,600-person  work  force,  turned  over 
eight  of  the  company's  15  officers  and 
restructured  the  company  into  geo- 
graphically oriented  rather  than  func- 
tionally oriented  groups.  But  when 
asked  to  identify  the  key  changes  that 
helped  turn  the  company  around, 
O'Brien  quickly  points  to  the  budding 
of  a  pipeline — a  pipeline  that  carries  not 
oil  or  gas,  but  information.  "It  may 


sound  funny,"  he  says,  "but  this  is  a 
knowledge  business." 

IT  Budget  Quadrupled 

O'Brien  means  the  computerization  of 
virtually  all  aspects  of  PanCanadian's 
operations,  most  of  which  has  been 
accomplished  in  the  past  three  years.  It 
wasn't  a  gentle  affair.  When  O'Brien 
took  over,  he  found  that  a  mere  20%  of 
employees  had  desktop  computers. 
That  reflected  the  general  state  of  infor- 
mation technology  at  the  company.  His 
first  move  was  to  bring  in  someone  to 
lead  the  automation  charge.  He  tapped 
David  Tuer,  an  ex-engineer  who  at  the 
time  was  assistant  deputy  minister  of 
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PanCan  Dance 


CEO  David  O'Brien:  "This  is 
a  knowledge  business." 

energy  for  the  province  of  Alberta. 

Tuer  asked  to  quadruple  the  compa- 
ny's IT  budget  from  $15  million  to  $60 
million;  O'Brien  agreed.  To  ensure  the 
company  would  be  able  to  bring  up  a 
stream  of  complex  new  applications  at 
a  brisk  rate,  Tuer  led  the  company  to 
commit  to  object-oriented  software 
development.  He  yanked  dozens  of 
managers  and  other  employees  from  all 
over  the  company  out  ol  their  jobs  and 
assigned  them  to  two-year  IT  tours  of 


duty,  to  break  down  the  barriers 
between  IT  and  the  rest  of  the  compa- 
ny. He  commissioned  a  $300,000,  six- 
month  study  to  come  up  with  a  list  of 
IT  priorities.  Then  he  told  everyone  to 
be  prepared  to  change  the  priorities  on 
the  fly. 

The  priority  that  came  out  on  top 
didn't  seem  likely  to  change,  though. 
"There  are  a  lot  of  things  in  this  busi- 
ness you  have  to  do  very  well,  includ- 
ing exploiting  your  oil  sources  and  dis- 
tributing," explains  Tuer.  "But  there's 
one  thing  you  have  to  do  on  a  world- 
class  level  if  you  want  to  succeed,  and 
that's  finding  oil." 

The  oil  industry  pretty  much 
accepts  that  there  aren't  any  undiscov- 
ered large  pools  of  oil  left  in  Western 
Canada.  PanCanadian  found  the  last 
one  under  Thompson  Lake  in  East  Cen- 
tral Alberta  in  1992,  and  the  geology 
just  isn't  right  for  any  other  sites.  That 
means  the  goal  of  exploration  is  to  find 
the  small  pools,  or  to  find  ways  to  get 
more  oil  out  of  large  pools  that  seem 
close  to  tapped  out.  Since  the  payoff 
from  small  pools  and  dregs  is  modest, 
companies  have  to  be  choosier  about 
how  they  pick  a  site  in  which  to  invest 
drilling  resources. 

One  way  technology  can  help  is  by 
providing  "seismic"  data  to  field  geolo- 
gists and  engineers,  usually  obtained  by 
setting  off  explosive  charges  and  moni- 
toring the  resulting  micro-earthquakes. 
The  shaking,  when  monitored  at  sever- 
al points,  can  be  translated  by  a  super- 
computer into  a  rough  picture  of  the 
rock  layers  below,  including  any  pock- 


ets that  might  contain  trapped  oil. 

PanCanadian  was  aggressive  in 
employing  both  seismic  data  and  state 
of-the-art  drilling.  But  it  turns  out  thai 
knowing  where  oil  might  be  and  having 
the  means  to  get  to  it  do  not  necessari 
ly  a  successful  oil  explorer  make.  In 
PanCanadian's  case,  what  was  missinj 
was  an  ability  to  see,  easily,  the  whole 
picture  for  each  prospective  site. 

Labyrinth  of  Data 

Among  the  questions  exploration  pro 
fessionals  had  to  consider:  Wha) 
prospective  sites  are  competing  against 
this  one  for  drilling  resources?  Does  the 
company  own  the  drilling  rights  at  al 
applicable  depths?  How  close  is  th( 
nearest  oil  pipeline? 

In  fact,  PanCanadian  had  an  impres 
sive  amount  of  data,  answering  most  ol 
the  other  questions  a  field  geologist 
engineer  or  exploration  manager  wer€ 
likely  to  ask.  The  problem  was  thai 
each  kind  of  infonnation  was  stored  ir) 
a  different  source.  Some  were  on  papei 
and  had  to  be  pulled  from  librariesi 
Much  was  in  computer  databases,  bul 
in  different  databases. 

Tuer  is  fixing  the  situation  fast.  Firsi 
he  got  his  programmers  working  on  3 
Geological  Information  System  that  pul 
all  the  information  available  abom 
existing  or  potential  well  sites  on  lino 
and  cross  referenced.  All  someone 
would  have  to  do  to  research  a  site  now 
is  type  in  the  location,  and  select  th« 
kind  of  data  desired.  "It's  a  blanket  o 
information  from  everywhere,"  sayj 
Tuer.  To  make  sure  the  exploration 
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Gambling  on  "Objects" 

Though  CEO  David  O'Brien  has  presided  over  a  quadrupling  of  PanCanadian's  IT  budget, 
he  doesn't  believe  money  spent  on  IT  is  always  a  wise  investment.  In  fact,  he  contends  the 
opposite  was  long  true.  "We  got  a  terribly  poor  bang  for  the  buck  in  information 
technology  through  the  1980s,"  he  says.  The  problem,  O'Brien  says,  was  that  the  compa- 
ny was  spending  millions,  and  years,  writing  software  that  didn't  meet  the  rapidly  chang- 
ing needs  of  the  business  when  they  were  finally  ready. 

To  get  a  better  return  on  the  company's  growing  IT  investment,  O'Brien  and  David 
Tuer,  PanCanadian's  top  IT  manager,  decided  in  1992  to  commit  to  object-oriented  pro- 
gramming. An  "object"  is  basically  a  self-contained  software  description  of  something — it 
could  be  an  oil  well,  a  telephone  or  a  business  process — that  can  be  used  in  different 
ways  by  different  programs.  Once  the  program  describing  an  object  is  written,  it  can  be 
incorporated  into  new  programs  with  just  a  few  words,  such  as  "oil  well."  It's  a  little  like 
jumping  from  DOS  to  Windows:  instead  of  having  to  write  out  long,  complicated  com- 
mands, you  just  click  on  an  icon.  (In  fact,  icons  are  a  simple  type  of  object.) 

Object-oriented  programming  offers  a  range  of  potential  advantages.  Since  you  can 
reuse  the  objects  over  and  over,  development  should  be  dramatically  faster.  In 
addition,  object-oriented  programs  are  automatically  compatible  with  one  another,  and 
they're  easier  to  fix  and  modify  because  you're  dealing  with  standard,  self-contained 
pieces  of  software  instead  of  a  sprawling  jumble  of  unique  code. 

BUT  THERE  ARE  ALSO  DAUNTING  OBSTACLES  to  jumping  to  object-oriented 
programming.  It  requires  making  a  large  up-front  investment  in  the  effort  needed  to  write 
the  objects  that  will  become  the  core  of  future  programs.  And  relatively  few  programmers 
have  any  expertise  in  the  technology.  O'Brien  and  Tuer  were  well  aware  of  these  tradeoffs 
when  they  made  the  decision  to  move  to  object-oriented  programming,  but  they  decided 
the  gain  would  justify  the  pain.  "Maybe  because  we're  an  oil  company  used  to  investing 
$5  million  in  a  well  that  has  a  one-in-eight  chance  of  paying  off,  we're  just  more  comfort- 
able with  risk,"  offers  O'Brien. 

PanCanadian  started  by  standardizing  on  NextStep,  the  object-oriented,  Unix-based 
applications  development  software  from  Steve  Jobs's  post-Apple  company  Next  Comput- 
er. (Next's  black-cube  workstations  never  took  off,  but  the  software  has  been  much- 
acclaimed.)  To  help  smooth  out  the  learning  curve,  PanCanadian  let  a  few  programmers 
get  up  to  speed  on  object-oriented  programming  with  a  handful  of  small  projects.  These 
programmers  served  as  mentors  to  other  programmers,  and  so  on.  Now,  most  of  the  com- 
pany's programmers  have  been  at  least  introduced  to  the  technology. 

So  far,  the  process  has  slowed  the  productivity  of  programmers,  as  expected.  But 
Tuer  insists  the  company  has  just  reached  the  point  where  it  will  start  to  realize  produc- 
tivity gains.  He  calculates  that  within  two  or  three  years  it  will  be  cutting  down  application 
development  time  by  65%.  O'Brien,  too,  remains  convinced  the  new  technology  is  right  for 
the  company.  "It's  disappointing  how  much  time  and  money  you  have  to  invest  in  this," 
says  O'Brien.  "But  that's  going  to  be  the  only  disappointment." 


professionals  don't  have  to  wait  around 
to  get  into  the  GIS,  Tuer  is  giving  them 
hardware  to  match:  45  Sun  desktop 
workstations,  six  Sun  servers  and  125 
new  PCs.  Altogether,  the  200  people  in 
exploration  would  end  up  with  some 
225  computers,-  many  have  two  com- 
puters on  their  desk,  and  some  have 
three.  To  keep  the  engineers,  geologists 
and  managers  in  touch  with  the  GIS 
and  each  other,  Tuer  is  putting  in  a 
Novell  local  area  network,  with  fiber- 
optic cabling. 

Once  armed  with  instant  access  to  a 
vast  array  of  data,  the  exploration  pro- 
fessionals are  being  given  the  authority 
to  make  their  own  decisions.  Whereas 
field  geologists  and  engineers  used  to 
have  to  wait  to  get  their  choices  for 
drilling  sites  okayed  by  managers  who 
often  second-guessed  or  sat  on  the  deci- 
sion, now  the  decision  will  be  theirs. 
"You  would  have  to  make  an  effort 
now  to  stop  the  process  as  opposed  to 
keep  it  rolling,"  says  Exploration  Vice 
President  Gerry  Macey. 

Macey  likes  to  tick  off  the  evidence 
that  the  IT  investment  has  paid  off. 
Not  only  does  the  company  drill  three 
times  as  many  wells,  but  the  success 
rate  of  the  drilling  of  development 
wells  has  jumped  to  92%  from  85%. 
Macey  believes  that  with  the  new 
access  to  information,  the  company 
should  be  able  again  to  double  its  rate 
of  drilling  in  shallow  sites,  and  quadru- 
ple its  drilling  in  harder-to-find  deep 
sites. 

PanCanadian's  automation  efforts 
didn't  stop  with  exploration.  O'Brien 
wanted  the  company  to  be  not  merely  a 
successful  finder  of  oil,  but  also  a  low- 
cost  producer  of  oil.  Producing  in  this 
case  means  pumping  oil  out  of  the 
ground  and  into  either  pipelines  or 
trucks.  Keeping  the  pumps  running 
smoothly  and  at  optimum  rates  is  one 
of  the  keys  to  reducing  costs.  The  way 
PanCanadian  had  always  done  that  was 
to  have  400  people  throughout  Western 
Canada  show  up  at  headquarters  and 
regional  offices  in  the  morning,  then 
fan  out  to  wells  to  read  pump-monitor- 
ing equipment  and  look  for  needed 
repairs,  and  finally  head  back  to  their 
offices  to  write  up  four  different  kinds 
of  reports. 


Between  travel  time  and  three  hours 
of  bookkeeping,  the  well  maintenance 
staff  was  logging  on  average  a  mere  two 
hours  actually  working  on  pumps — the 
most  critical  element  of  the  job.  And  of 
that  two  hours,  most  was  spent  repair- 
ing malfunctioning  pumps,  rather  than 
performing  far  more  cost-effective  pre- 
ventive maintenance  and  fine-tuning 
procedures. 

The  company  started  to  address  the 
problem  two  years  ago  by  setting  up 
PCs  at  the  seven  regional  offices  with 


special  report-writing  software.  Now 
when  the  field  crew  members  come 
back  from  the  wells  they  type  in  the 
raw  data  they  picked  up,  and  the  soft- 
ware produces  the  four  required  reports 
and  whisks  them  off  via  phone  link  to 
headquarters.  There  the  information 
from  the  different  wells  is  consolidated 
and  made  available  to  managers.  Not 
only  is  information  accessible  more 
quickly,  but  the  field  personnel  has  had 
their  bookkeeping  time  chopped  to  a 
half-hour  from  three  hours.  (ASAP] 
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By  David  Strom 


INTERNET  101 


To  transform  your  small  business  into  a  fast  company, 
you'll  soon  have  to  learn  to  drive  the  Infobahn.  Here's 
how  to  get  started  without  ending  up  in  the  ditch. 


Small  businesses  can  travel 
knowledgeably  on  the  informa- 
tion highway  of  the  Internet, 
but  it  isn't  always  easy  finding  the  best 
on-ramp  or  choosing  the  most  appro- 
priate vehicle.  Here's  a  guide  for  the 
perplexed. 

First,  match  the  kind  of  access 
and  services  to  your  particular 
needs.  The  two  main  forms  of  Inter- 
net access  are  terminal  accounts  and 
dial-up  protocols.  Using  a  terminal 
account  means  you  use  relatively  sim- 
ple communications  software,  such  as 
Digital  Communications  Associates' 
CrossTalk  or  Datastorm's  Procomm, 
and  a  modem  to  dial  up  a  host  com- 
puter and  connect  to  the  Net.  Howev- 
er, you'll  end  up  using  lots  of  Unix 
commands  to  navigate.  Most  of  our 
contacts  did  not  recommend  this. 

With  dial-up  protocols,  called  either 
Serial  Line  Internet  Protocol  or  Point- 
to-Point-Protocol,  your  computer 
directly  becomes  part  of  the  Net.  The 
communications  software  is  more 
complex,  but  your  tools  are  more  pow- 
erful and  you  need  a  lower  level  of 
Unix  expertise. 


"Terminal  accounts  are  less  expen- 
sive, but  may  be  harder  to  use.  SLIP 
accounts  may  cost  more  and  include 
less  user  support  but  can  handle  graph- 
ical-oriented applications,"  says  Daniel 
Dem,  an  independent  consultant,  free- 
lance writer  and  founding  editor  of 
Internet  World  magazine. 

"The  problem  is  that  the  Unix 
tools  are  perceived  as  being  too  diffi- 
cult for  the  average  Joe  to  master,  and 
there  is  no  one  around  to  set  up  the 
easier  Macintosh-  or  Windows-based 
tools.  SLIP  is  still  not  for  the  technical 
faint  of  heart,  unless  a  provider  is  will- 
ing to  install  the  software  for  the  cus- 
tomer and  then  test  it  on  site,"  says 
Gordon  Jacobson.  The  president  of 
Portman  Communication  Services,  a 
Sparks,  New  York,  telecommunica- 
tions consulting  and  marketing  compa- 
ny for  midsize  businesses,  Jacobson  has 
used  the  Internet  for  several  years. 

Alternatives  to  terminal  and  direct 
protocol  connections  to  the  Net 
involve  running  Unix  or  Unixlike 
operating  systems  on  a  company's  own 
computers.  This  method  isn't  currently 
very  popular,  for  obvious  reasons. 
"Even  though  we  troubleshoot  Unix 
networks,  our  knowledge  of  Unix  sys- 
tem administration  was  lacking.  We 
chose  a  product  from  Vortex  Technolo- 
gy called  UULINK  to  connect  our 
DOS  computers  to  the  Internet,"  says 
Bill  Alderson,  managing  engineer,  Pine 
Mountain  Group,  a  network  analysis 
and  training  consulting  firm  in  Grove- 
land,  Calif.,  that  has  been  using  the 
Net  for  two  years.  "However,  its 
usability  is  lacking,  since  it  is  a  DOS 
system  trying  to  emulate  Unix  com- 
mands and  is  very  arcane." 


Once  you've  picked  your  access 
method,  assess  what  services  you'll 
actually  want  to  use.  If  your  needs  are 
modest  and  your  interest  is  primarily 
in  exchanging  E-mail  and  doing  an 
occasional  electronic  file  transfer,  you 
may  get  by  with  one  of  the  Net  gate- 
ways offered  by  on-line  services  such 
as  Delphi  and  America  Online. 

These  services  offer  relatively  low- 
cost  access,  but  also  relatively  low 
functionality.  E-mail  ranked  highest  on 
our  contacts'  lists  of  services.  A  wide 
variety  of  tools  will  work  on  both  Mac- 
intosh and  Windows  to  make  sending, 
organizing  and  receiving  E-mail  easier. 
"Make  sure  your  E-mail  software  has 
the  ability  to  log  all  incoming  and  out- 
going messages  and  also  allows  you  to 
compose  and  read  your  messages  with- 
out being  connected,"  says  Adrian 
King,  president  of  Gravity  Communica- 
tions in  Redmond,  Wash.,  and  a  con- 
sultant and  freelance  writer. 

Products  like  Qualcomm's  Eudora 
for  Macintosh  and  Windows  (which  is 
also  available  in  a  fewer-featured  ver- 
sion for  free  on-line)  have  these  fea- 
tures and  save  time  and  money.  Other 
popular  services  include  browsers  to 
the  World  Wide  Web,  a  tool  for 
browsing  information  that  is  rapidly 
becoming  one  of  the  most  popular 
Net  offerings. 

The  Web  contains  searchable 
archives  of  multimedia  documents. 
Browsers  such  as  Mosaic  for  Macin- 
tosh, Windows,  and  several  Unix  plat- 
forms (National  Center  for  Supercom- 
puting  Applications),  MacWeb  (from 
Microelectronics  &  Computer  Tech- 
nology) and  others  are  available  for  free 
over  the  Net  itself.  Many  computer 
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illabra  Software,  Mountain  View,  Calif., 
940-6400;  electronic  discussion  forums, 
gital  Communications  Associates, 
aretta,  Ga.,  404-442-4000;  CrossTalk. 
itastorm,  Columbia,  Mo.,  314-443-3282; 
omm. 

rtex  Technology,  Woodland  Hills,  Calif., 

225-2800;  UULINK. 

lalcomm,  San  Diego,  619-587-1121; 

jra. 

itional  Center  for  Supercomputing 
ications,  Champaign,  III.,  217-244-4130; 
aic. 

croelectronics  &  Computer  Technology, 


Austin,  Texas,  512-343-0978;  MacWeb. 

■  Spry,  Seattle,  206-447-0300;  NetAccess. 

ON-LINE  SERVICES 

■  Delphi,  Cambridge,  Mass.,  800-695-4005. 

■  America  Online,  Vienna,  Va.,  800-827-6364. 

■  Blacksburg  Electronic  Village  (provides  Net 
access  only  in  Blacksburg  in  southwestern 
Virginia);  703-231-4786. 

■  Netcom  Online  Communication  Services, 
San  Jose,  Calif.,  408-554-8649. 

■  Performance  Systems  International,  Hern- 
don,  Va.,  708-709-0300. 

■  Software  Tool  &  Die,  Boston,  617-739-0202; 
the  World. 


vendors  have  already  created  their  own 
Web  servers,  including  Novell,  Digital 
Equipment  and  Hewlett  Packard.  And 
companies  such  as  Seattle-based  Spry 
have  products  like  NetAccess,  metadi- 
rectories  to  help  users  find  these  corpo- 
rate storehouses. 

The  Net  is  the  carrier  for  the 
Usenet  news,  made  up  of  thousands  of 
"news  groups."  These  are  discussions 
among  collections  of  individuals  on 
selected  topics,  ranging  from  the  latest 
computer-language  enhancements  to 
David  Letterman  and  alternative 
lifestyles.  Participants  in  a  group  send 
E-mail  messages  to  the  entire  group. 

Do  you  need  to  know  Unix?  Yes 
and  no.  "The  Internet  is  no  longer  pri- 
marily a  Unix  environment.  Even  IBM 
mainframes  can  get  connected,"  says 
Robert  Weber  of  Northeast  Consulting 
Resources,  Boston.  However,  depend- 
ing on  your  access  method  and  the 
kinds  of  services  you  use,  you  may 
need  some  familiarity  with  a  few  Unix 
commands. 

Pick  your  provider  carefully.  Once 
you've  spotted  your  needs  and  the 
kinds  of  services  that  you  are  interested 
in  using,  it's  time  to  find  that  on-ramp 
to  the  Net.  The  vendors  that  supply 
this  service  are  called  Internet  service 
providers.  They  sell  you  Net  dial  tone 
and  maintain  banks  of  modems  for  you 
to  dial  into.  Your  goal  is  to  find  a 
provider  that  is  a  local  phone  call  from 
your  office  and  home,  to  keep  long-dis- 
tance costs  to  a  minimum. 

The  trouble  is  that  more  of  these 
providers  crop  up  on  what  seems  like  a 
daily  basis.  While  it's  nice  to  have  lots 


of  choices,  it  makes  selecting  the  right 
one  more  difficult. 

Many  of  them  have  offices  in  sever- 
al major  cities,  so  you  can  use  a  single 
provider  to  serve  all  your  branch  offices 
as  well.  Some  providers  offer  both  ter- 
minal accounts  and  SLIP  or  PPP  access; 
some  offer  only  one  kind  of  service. 
Some  offer  faster  modems,  some  offer 
shared  or  dedicated  modem  numbers 
and  some  even  offer  modems  with  toll- 
free  numbers  as  an  extra-cost  option. 

What  criteria  should  you  use  in 
picking  your  provider?  Mostly  price 
and  reliability  of  service,  according  to 
our  contacts.  Look  for  providers  that 
offer  unlimited  connect  time  at  a  fixed 
monthly  fee,  and  then  shop  this  price 
around  and  see  what  other  services  are 
available.  "Ideally,  you  want  to  find 
someone  that  doesn't  have  constant 
busy  signals  on  their  modem  lines  or 
restrict  overall  throughput  on  their  sys- 
tem," says  Jacobson.  Also  helpful  are 
providers  with  24-hour  support  hot 
lines  and  experienced  staff. 

Two  of  the  bigger  suppliers  are  Net- 
com Online  Communication  Services 
and  Performance  Systems  Internation- 
al, but  Jacobson  suggests  avoiding 
them.  "Their  lines  are  always  busy, 
and  since  they  are  adding  users  at  an 
enormous  pace,  their  service  is  atro- 
cious." Another  longtime  provider  is 
the  World,  from  Boston-based  Software 
Tool  &  Die. 

Which  is  better  for  Net  access, 
Windows,  DOS  or  Macintosh?  A 
wide  range  of  software  is  available  on 
all  three  platforms,  although  our  con- 
tacts seemed  to  think  that  the  Mac  has 


the  edge  in  usability:  "I  configured 
both  my  own  Mac  and  Windows 
machines.  The  Windows  PCs  were 
extremely  difficult  and  still  don't  work 
reliably.  Each  Mac  required  approxi- 
mately 30  minutes  to  configure,  while 
the  PCs  took  around  10  hours,"  says 
Eric  Weidl,  an  analyst  at  software 
developer  Parallel  Software,  Naperville, 
111.  "Draw  your  own  conclusions." 

Once  you're  actually  connected  to 
the  Net,  use  the  Net  itself  to  find  the 
best  possible  tools  (see  box).  "We  use 
public  domain  software,  but  have 
expended  significant  effort  to  simplify 
the  installation  and  configuration 
process,"  says  Andrew  Cohill,  director 
of  Blacksburg  Electronic  Village  in  Vir- 
ginia. Many  service  providers,  such  as 
the  World,  also  maintain  in-house 
libraries  of  various  tools  for  transferring 
files  and  browsing  the  Web. 

Still  need  more  help?  Read  the 
right  books  and  get  some  outside  train- 
ing. Go  into  any  good  computer  book- 
store these  days  and  you'll  find  at  least 
30  books  that  have  "Internet"  in  their 
title.  Which  ones  are  best?  Susan  Estra- 
da's book  "Connecting  to  the  Internet" 
(O'Reilly  &  Associates,  1993),  is  good 
for  details  on  choosing  the  best  service 
provider.  Daniel  Dem's  "The  Internet 
Guide  for  New  Users"  (McGraw  Hill, 
1994)  is  helpful  for  beginners,  though  it 
doesn't  have  much  information  on 
Web  navigation  tools. 

Adam  Engst's  "Internet  Starter  Kits 
for  Windows  and  Macintosh"  (two  sep- 
arate books,  Hay  den,  1993)  have  lots  of 
practical  experience  on  using  the  basic 
software  for  E-mail,  file  transfer  and 
reading  news  groups.  Another  option  is 
Ed  Krol's  "The  Whole  Internet  User's 
Guide  and  Catalog"  (O'Reilly  &  Asso- 
ciates, 1994). 

However,  most  books  assume  some 
sort  of  basic  Net  experience.  "I  have 
yet  to  see  a  book  on  the  Internet  that 
is  accessible  to  naive  new  users.  All  of 
them  are  too  long  and  too  comprehen- 
sive to  be  of  interest  to  most  of  our 
users,"  says  Cohill. 

Best  advice:  Train  an  in-house 
expert  who  will  teach  others.  "Save 
some  hair,"  says  Alderson.  fiSAP 
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hing  a  business  offensive  in  Europe? 


Take  advantage  of  the  backing  of 
Europe's  No.  1  in  telecommunications. 


Deutsche  Telekom  offers  international  companies  aiming  for  leadership 
in  the  European  market  much  more  than  just  highly  effective  communica 
tions  channels.  Just  consider  these  additional  benefits  we  give  you: 
We  are  one  of  the  world's  top  three  players  in  global  telecommunications. 
We  are  ideally  located  right  in  the  heart  of  Europe,  with  excellent  contacts 
to  your  new  markets  in  the  East.  We're  also  Europe's  leader  in  innovative 
telecommunications  networks,  such  as  ISDN,  as  well  as  fiber  optics,  mobl 
TNeiw+Yi02i2N4Y24  29  oo  conmaunications  and  satellite  services. 

When  it  comes  to  your  business  operations  in  western  and 
eastern  Europe,  we  tailor  our  services  to  your  specific  require- 
ments -  whether  it's  for  a  customized  global  network  (e.g.  for 
corporate  services)  or  as  a  regional  standard  network. 
We  also  link  your  European  locations  to  each  other  and  your 
headquarters  in  the  USA. 

We  can  act  as  a  coordinator  for  all  parties  involved  in  a  given  p 


Chicago,  IL  

Tel.:  +1  312  214-32  14 
Fax:  +1  312  214-32  15 

San  Francisco,  CA... 

Tel.:  +1  415  955-05  12 
Fax  +1  415  955-05  13 

Atlanta,  GA  

Tel.:  +1  404  870-91  49 
Fax:  +1  404  870-91  50 

Koblenz  

International  Key 
Account  Management 
Tel.:  +49  261  1  23  11 
Fax:  +49  261  3  82  82 


|  Furthermore,  we  can  offer  you  effective,  customer-oriented,  universal 
utions  such  as  one-stop  shopping,  single-end  billing,  individualized  order- 
;  and  tracking  systems,  circuit  reservations,  clearing-house  services  and 


ich  more.  And,  naturally,  we  help 
r  customers  through  the  labyrinth 
all  the  different  local,  legal,  lan- 
ige  and  administrative  require- 
:nts  throughout  Europe, 
in  summary,  there  are  numerous 
3d  reasons  why  more  and  more 
»bal  players  are  talking  to  us. 


ecommunications  made  in  Germany.  We  tie  markets  together. 
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By    Leo  J . 


Heile 


Leo  J.  Heile,  vice  president  and  CIO  of  ITT  Corp.,  offers  a  primer 
on  managing  information  technology  from  the  top. 


This  article  is  for  today's  busy,  not  necessarily 
technology-minded,  chief  executives,  general 
managers  or  anyone  in  charge  of  a  company.  It 
looks  at  information  technology  from  the  perspective  of 
contemporary  business  needs  and  suggests  some  basic 
moves  chief  executives  can  make  in  the  high-ante 
game  of  capitalizing  on  IT  resources. 

We've  all  read  it  often  enough  to  have  it  memorized:  CEOs 
don't  believe  that  they  are  getting  enough  return  on  their  in- 
vestment in  information  technology!  And  recent  findings  in- 
dicate that  quite  a  few  information  technology  projects  fin 
industry  and  in  government)  have  gone  seriously  awry. 

Take  for  example  a  1992  survey  conducted  by  Wells 
Rich  Greene  BDDP  of  1,000  CEOs  of  major  corporations. 
One  question  was  "What  resources  are  available  to  help  fa- 
cilitate change?"  Maybe  it  should  come  as  only  a  minor  sur- 
prise, but  none  of  them  even  mentioned  IT. 

In  this  article,  I'll  try  to  answer  some  basic  questions: 

1.  What  is  wrong  with  the  use  of  IT  today? 

2.  How  did  the  situation  get  that  way? 

3.  Why  is  it  important  to  fix  the  situation? 

4.  How  do  we  fix  it? 

To  begin  with,  the  most  important  reason  for  the  ineffec- 
tiveness of  IT  is  the  absence  of  active  management  of  this 
resource  from  the  top  of  the  organization.  Oh  sure,  you're 
thinking,  this  is  exactly  what  they  say  about  everything. 
CEOs  have  to  hold  everybody's  hand  every  step  of  the  way. 
However,  in  the  case  of  IT  projects  it  should  be  obvious  that 
this  focused  attention  is  the  main  determinant  of  success  or 
failure.  Almost  every  project  undertaken  by  IT  organizations 
involves  an  array  of  functional  departments — and  who  but 
the  CEO  is  supposed  to  pull  all  that  together? 

Why  Do  CEOs  Abdicate? 

One  of  the  main  reasons  for  inadequate  CEO  attention  to 
information  technology  is  that  delegating  this  function  is 
entirely  too  tempting.  Here  are  a  few  possible  rationaliza- 
tions for  this  abdication: 

■  IT  is  too  complicated  for  me  to  get  involved. 

■  I'm  too  old  for  this  stuff. 

■  I  have  to  delegate  something.  That's  why  I  have  a  CIO. 

■  The  people  asking  for  new  technologies  should  know 
what  they  need  without  my  involvement. 

■  It  takes  too  much  time  away  from  other  important 
things. 


Delegate,  delegate,  delegate — but  not  IT. 


■  I  don't  hear  many  complaints  about  what  they're  doing. 

In  defense  of  CEOs,  it  seems  that  every  project  corning 
down  the  pike  demands  the  same  thing:  top  management 
leadership.  No  one  can  possibly  have  the  time  or  leadership 
capital  required  to  personally  accomplish  everything  needed 
today  to  run  an  enterprise.  Some  responsibilities  have  to  be 
delegated.  But  not  IT. 

As  an  increasing  number  of  recent  business  failures 
show,  IT  can  only  be  left  alone  at  the  peril  of  top  manage- 
ment. So  what  really  differentiates  IT  from  other  functions? 

First,  IT  is  the  only  multidisciplined  line  function  avail- 
able to  CEOs  in  most  organizations  that  bridges  all  other 
functional  areas.  In  a  manufacturing  company,  for  example, 
only  the  CEO,  finance  (usually  a  staff  function),  human  re- 
sources (ditto)  and  the  IT  function  have  the  scope  of  respon- 
sibility for  the  whole  enterprise. 

Second,  the  technical  tools  that  IT  supplies  have  become 
indispensable  to  the  fundamental  operations  of  all  operating 
functions.  Whether  it  is  underwriting  insurance  policies, 
planning  the  just-in-time  arrival  of  materials  for  manufac- 
turing centers  or  keeping  track  of  express-delivery  packages, 
IT  tools  have  virtually  become  the  underlying  functions 
that  people  used  to  perform  manually. 

A  third  factor  that  differentiates  IT  from  other  functions 
is  the  magnitude  of  costs  being  incurred  to  support  this  ac- 
tivity— sometimes  called  investment  even  though  it  hardly 
ever  shows  up  on  balance  sheets.  High-tech  equipment  ac- 
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counts  for  49%  of  all  capital  expenditures  in  this  country.  In 
the  U.S.,  expenditures  in  this  category  now  account  for 
4.5%  of  gross  domestic  product. 

Fourth,  and  related  to  the  last  item,  you  can  waste  a  lot 
of  "investment"  if  technology  programs  are  mismanaged. 

And  finally,  this  function  is  different  because  of  the  po- 
tential competitive  advantages  that  information  technology 
can  uniquely  deliver  if  properly  directed.  If  you  haven't  seen 
"Competing  Through  Information  Technology"  by  Warren 
McFarlan  and  James  Cash  of  Harvard  University,  or  "Un- 
leashing the  Power  and  Realizing  the  Potential" — produced 
by  John  Rockart  at  Massachusetts  Institute  of  Technology's 
Sloan  School  of  Management — then  you  should.  These 
videos  are  real  eye-openers. 

Dan,  the  Sacrificial  Lamb 

Now  let's  return  for  a  moment  to  the  issue  of  funding  IT 
and  present  a  real-life  case. 

During  the  mid-80s,  in  my  part-time  role  as  an  adjunct 
professor,  I  was  assigned  a  Ph.D.  student.  By  way  of  intro- 
ducing him  to  the  business  world,  we  set  up  this  problem: 

Dan  was  to  assume  the  role  of  president  of  a  very  large 
industrial  enterprise.  He  had  been  called  in  early  that  morn- 
ing by  the  CEO — at  the  board's  insistence — to  discuss  IT 
costs.  It  seemed  that  revenue  was  relatively  flat,  but  YT  ex- 
penses had  been  growing  during  the  last  five  years  to  the 
point  that  they  exceeded  $500  million  in  the  last  year.  The 
board  thought  this  may  have  been  one  key  reason  why  the 
company  was  operating  at  a  loss. 

The  CEO  gave  Dan  three  options:  to  resign;  to  prove  that 
the  expense  was  justified;  or  to  plead  guilty  to  overspending 
and  promise  to  restrain  costs  in  the  future. 

So  Dan  began  his  summer  semester.  He  pounded  the 
pavement  and  did  heavy-duty  research.  Then,  at  the  end  of 
the  term,  he  met  with  the  mock  CEO  and  board  and  at- 
tempted to  justify  the  IT  costs.  He  showed  them  overheads 
on  past  projects,  testimonials  from  YT  users  in  the  company 
and  various  worksheets. 

Then  Dan  was  fired. 

A  project  post-mortem  indicated  that  Dan  didn't  demon- 
strate to  the  board's  satisfaction  that  the  company  was 
doing  any  better  because  of  all  that  investment.  "What's  the 
point  of  this  little  story?"  you  might  ask. 

■  One  is  that  these  contrived  events  could  actually  hap- 
pen to  almost  anyone.  This  stuff  is  slippery,  much  more 
than  most  people  believe,  and  you  can  be  way  off  the 
binding  mark  without  realizing  it. 

■  Second,  if  this  scenario  ever  does  occur,  you  can't  win. 
There  is  virtually  no  way  to  prove  that  those  cumula- 
tive investments  over  long  periods  of  time  actually  pro- 
duced commensurate  returns. 

■  Third,  the  underlying  theme  of  this  story  is  almost 
ubiquitous  in  the  real  world.  Even  if  no  one  questions 
it,  or  maybe  because  of  that,  massive  amounts  of  capital 
are  being  hemorrhaged  all  the  time  on  senseless  and 
aborted  projects. 


IT  Quotient — 

(Go  ahead,  test  your  CEO) 

Here  are  five  questions  to  test  whether  your  CEO  has  an 
acceptabte  IT  quotient: 


1 


Does  your  CEO  have  any  idea  what  your  IT  department 
is  doing  today?  Or  this  week? 
a)  Clear  idea,  b)  Hazy  idea,  c)  No  idea. 

k  Who  in  your  organization  is  primarily  responsible  for 

■  deciding  how  IT  resources  are  used? 

a)  CEO.  b)  CIO  and  staff,  c)  A  high-ranking  individual 
chosen  because  of  rank. 

I  Does  your  CEO  check  that  the  IT  work  being  request- 
f  ed  by  various  "user"  departments  has  the  potential  to 

contribute  meaningfully  to  the  business? 

a)  Always,  b)  Sometimes,  c)  The  checking  is  delegated. 

I  Does  your  CEO  have  any  way  to  gauge  whether  the  IT 

r  function  is  being  over-  or  under-funded? 
a)  Yes.  b)  Yes,  but  it's  mostly  guesswork,  based  on  es- 
timates that  he  doesn't  check,  c)  No. 

■  How  is  telecommunications  handled  in  your  company? 
W  a)  As  part  of  the  technology  function,  b)  As  a  separate 

department,  c)  As  part  of  "building  service"  or  another 

catchall  category. 


Give  your  CEO  10  points  for  every  a)  answer,  five  points 
for  every  b)  and  zero  for  every  c).  If  the  score  is  below 
30,  your  CEO  failed  this  IT  test. 


Your  role  in  IT  doesn't  have  to  get  down  to  the 

nitty-gritty. 
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When  you  hired  your  CIO  did  you  ask 
how  information  technology  improved  prof- 
itability at  the  ClO's  last  workplace?  Did 
you  ask  if  the  CIO  identifies  as  a  technolo- 
gist or  a  businessperson?  Did  you  inform 
the  CIO  that  his  or  her  principal  responsi- 
bility would  be  to  the  bottom  line,  or  did 
you  merely  murmur  in  assent  when  he  or 
she  talked  about  great  changes,  the  tech- 
nological cutting  edge? 

Did  you  ever  ask  if  the  candidate  had 
ever  taken  a  new  assignment  and  reported 
that  everything  looked  in  order  and  nothing 
be  changed? 

Don't  be  surprised  if  few  CIO  candi- 


dates are  able  to  admit  to  accepting  the 
status  quo.  Revolution  is  the  constantly  ut- 
tered byword  of  information  technology. 
There  is,  of  course,  a  place  for  revolution- 
ary products.  But  the  thoughtful  CEO  must 
ask  whether  this  company  at  this  time  is 
that  place.  To  reach  that  point,  the  CEO 
must  come  to  terms  with  technology,  must 
learn  the  rudiments  of  the  language,  and 
must  choose  his  CIO  as  he  would  any 
other  member  of  the  executive  team. 

In  doing  so,  the  CEO  might  find  that 
the  CIO  is  happy  to  be  part  of  a  corpora- 
tion that  values  his  or  her  contribution  to 
the  income  statement. 


Advice  from  "Techno  Vision," 
by  Computer  Associates  chief 
Charles  Wang,  published  last 
month  by  McGraw-Hill. 

If  CEOs  stay  at  their  average  level  of  igno- 
rance about  information  technology,  they 
are  doomed  to  failure. 

Why  expect  your  CIO  to  understand 
your  business — or  even  business  as  a  con- 
cept—when you  yourself  have  reached 
maturity  and  never  bothered  to  understand 
the  simplest  aspects  of  technology?  If 
blame  must  be  assigned,  it  might  be  best 
shared. 

An  Eight-Step  Way 

Earlier,  I  promised  some  practical  and  simple  suggestions  for 
improving  the  effectiveness  of  information  technology  de- 
partments. Not  all  these  items  will  apply  to  every  possible 
situation.  And  if  they're  all  under  control  in  your  environ- 
ment, you  are  among  the  few  who  should  feel  good. 

INot  to  belabor  the  point,  but  by  now  it  should  be  abun- 
dantly clear  that  delegating  responsibility  for  managing  IT 
resources  is  a  dangerous  mistake.  For  one  thing,  you'll  never 
know  what  they're  doing  and  could  easily  be  blindsided  like 
poor  Dan.  And  whatever  the  expenditure  level  is,  it's  cer- 
tainly not  trivial.  For  another,  this  is  the  only  line  function 
at  your  disposal  that  must  (by  its  very  nature)  work  contin- 
uously across  the  entire  enterprise. 

2 A  CEO's  role  in  leading  this  function  doesn't  have  to  be 
continuous  or  exceptionally  detailed.  The  main  concerns 
should  be  maintaining  a  strong  FT  cadre  and  ensuring  that 
they  are  working  on  the  right  things. 

Technologies  change  at  warp  speed  these  days.  It's  diffi- 
cult to  get,  keep  or  even  recognize  the  kind  of  quality  peo- 


Don't  be  daunted  by  financial  projections. 


pic  you  need.  You  should  ask  for  help  on  this,  and  not  nec- 
essarily from  your  human  resources  department. 

Working  on  the  right  things,  assuming  quality  resources 
are  in  place,  is  the  single  most  important  key  to  success. 
Again,  assistance  is  available  from  many  sources;  but  you'll 
need  to  play  an  active  role  in  the  selection  process. 

One  key  to  choosing  these  projects  is  to  make  sure  that 
each  is  focused  on  improving  the  company's  performance 
through  its  customers'  eyes. 

3 Even  assuming  the  CEO  leads  the  FT  organization,  the 
broad  charter  of  this  function  mandates  that  all  other 
company  functions  also  contribute  on  a  day-to-day  basis.  A 
forum,  or  cross-functional  steering  committee,  is  usually  the 
way  to  do  this. 

4 Some  of  the  best  projects  ever  undertaken  could  never 
have  been  justified  by  financial  projections  at  their  in- 
ception. If  the  financial  police  dominate  the  FT  agenda,  you 
should  expect  mediocre  results  at  best,  even  with  flawless 
execution.  Creativity  and  imagination  must  play  a  major 
role  in  these  endeavors  if  expectations  are  high. 

5 The  Pareto  distribution  rule  applies  to  IT  projects,  just  as 
it  does  to  everything  else.  You  can  probably  identify  the 
20%  effort  that  promises  80%  of  the  expected  results.  Try 
to  achieve  short-term  results  through  "modularizing"  large 
projects  and  doing  the  most  promising  sub-projects  first.  If 
you  can  get  90%  of  the  benefits  quickly,  then  shut  the  rest 
of  it  down. 

6 Keep  an  eye  out  for  quantum  opportunities  that  others 
might  miss.  Bank  ATMs  resulted  from  serendipity,  and 
so  did  many  other  revolutionary  adaptations  of  technology. 

7 You  can  assume  that  every  improvement  program  con- 
templated by  your  business  involves  FT  in  some  way  or 
another.  Systems  are  practically  indispensable  in  manipulat- 
ing massive  amounts  of  data.  Nevertheless,  a  few  things 
still  are  best  left  to  manual  devices,  and  you — along  with 
the  steering  committee— need  to  decide  which  they  are. 

8 Note  that  "information  technology"  is  two  words.  The 
salient  part  is  "information,"  not  "technology" — which 
is  just  a  vehicle  for  getting  the  information  needed. 

So  that's  about  it  for  a  short  tutorial  from  a  longtime  par- 
ticipant in  the  business  of  information  processing.  If  some  of 
the  points  seem  self-evident,  remember  that  it's  usually  the 
obvious  things  that  turn  out  to  make  the  difference  between 
success  and  failure.  ® 
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WHEN  YOU  BUY  A  TRUCK  FROM  RYDER,  YOU 
OW  YOU'RE  BUYING  A  TRUCK  THAT'S  BEEN  USED  — 
T  NOT  ABUSED. 

THAT'S  BECAUSE  FROM  THE  DAY  EACH  NEW 
HICLE  JOINS  OUR  FLEET,  IT  GOES  ON  THE  MOST 
BOROUS,  CAREFULLY  DESIGNED,  PREVENTIVE 
MNTENANCE  PROGRAM  IN  THE  INDUSTRY.  OURS. 

WITH  CHECKUP  AFTER  CHECKUP.  INSPECTION 
TER  INSPECTION.  REGULARLY  SCHEDULED  AND 
RFORMED  BY  RYDER-CERTIFIED  MECHANICS  TO 
IKE  SURE  EVERY  ONE  OF  OUR  TRUCKS,  TRACTORS, 
0  TRAILERS  IS  IN  EXCELLENT  WORKING  ORDER. 


AND  WITH  ONE  FINAL,  PAINSTAKING  INSPECTION 
RIGHT  BEFORE  IT  GOES  ON  THE  MARKET.  TO  MAKE 
SURE  IT  MEETS  OUR  ROAD  READY  REQUIREMENTS. 

BUT  YOU  DON'T  HAVE  TO  TAKE  OUR  WORD  FOR  IT. 
BECAUSE  EVERY  RYDER  USED  VEHICLE  COMES  WITH 
ITS  OWN  MAINTENANCE  RECORD.  AND  YOU  CAN 
CHECK  IT  OUT  YOURSELF. 

SO  IF  YOU'RE  LOOKING  FOR  A  USED  TRUCK,  LOOK 
TO  RYDER.  WE'LL  FIND  A  VEHICLE  THAT  HAS  THE 
IDEAL  SPECS  TO  FIT  YOUR  NEEDS.  WE'LL  HELP 
QUALIFIED  BUYERS  WITH  FINANCING.  AND  WE'LL 
GIVE  YOU  A  UNIQUE,  30-DAY  LIMITED  WARRANTY 


THAT  SHOWS  JUST  HOW  CONFIDENT  WE  ARE  ABOUT 
THE  SUPERIORITY  OF  OUR  MAINTENANCE  STANDARDS. 

THE  WAY  WE  LOOK  AT  IT,  TAKING  CARE  OF  OUR 
TRUCKS  IS  THE  ONLY  REASONABLE  WAY  TO  TAKE  CARE 
OF  BUSINESS. 

SO  CALL  US  AT  1-800 -USED  TRK,  EXT.  63  TODAY. 
AND  TAKE  A  RYDER  USED  TRUCK  FOR  A  LITTLE  ROAD 
TEST  OF  YOUR  OWN. 


IT 
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ROAD  READY USED TRUCKS 

THE  STANDARD  OF  THE  INDUSTRY. 


Thousands  Of  Companies  Depend  On  Microsoft 
To  Run  Their  Businesses.  Did  You  Ever  Wonder  Who 
Microsoft  Depends  On  To  Run  Theirs? 


As  one  of  the  largest  developers  of  software 
in  the  world,  with  hundreds  of  thousands  of  custom- 
ers around  the  globe,  there's  just  one  thing  about 
Microsoft  that  people  sometimes  overlook:  That 
they've  got  a  business  to  run  too. 

A  business  with  people  who  need  constant 
(and  instant)  access  to  crucial  information-like 
customer  service  records  and  problem /solution 
databases.  And  a  Microsoft*  Windows  NT  "  Server 
network  that  not  only  serves  their  headquarters  near 
Seattle  but  all  of  their  offices  around  the  world.  So 
they  need  to  have  server  systems  they  can  count  on. 

Which  is  why  they  rely  on  Compaq. 

Because  Compaq  provides  reliable  servers  that 
keep  running.  Servers  that  allow  you  to  configure 


Microsoft  Windows  NT  Server  simply  and  easily 
with  one  CD.  And  Compaq  has  servers  that  come 
with  Insight  Manager,  which  is  a  specially  designed 
Compaq  technology  that  manages  over  800  key 
server  elements  and  warns  you  about  potential 
problems.  Before  they  become  real  ones. 

And  because  they're  Compaq  servers,  each  one 
is  backed  bv  our  three-year  on-site  warranty' and 
our  7  day  a  week,  24-hour  technical  support  line. 

So  if  you're  looking  for  a  powerful  and  reliable 
system  to  help  you  run  your  business,  give  us  a  call 
at  1-800-664-9888.  But  do  yourself  a  favor,  don't 
just  take  our  word  for  it.  Ask  around. 

COMPAQ. 


©1994  Compaq  Computer  Corporation  All  Rights  tXaerred,  Compaq  Registered  US  Patent  and  Trademark  Office.  Microsoft  is  a  registered  trademark  of  the  Microsoft  Corporation  Wlfidowi  ST  is  a  trademark  of  the 
Microsoft  Corporation  Insight  Manager  is  a  registered  trademark  and  ProLiant  U  a  trademark  of  Compaq  Computer  Corporation  'Limited  warranty  Certain  restrictions  and  exclusions  apply  Monitors,  battery  packs 
and  certain  options  are  covered  by  a  one-year  warranty  For  details,  call  the  Compaq  Customer  Support  Center  at  1-8QQ-34S-1518. 


By  Peter  Robinson 


William 

Buck! 


William  F.  Buckley  Jr.,  author,  editor,  columnist  and  tele- 
vision personality,  has  been  a  presence  in  American  pol- 
itics and  letters  ever  since  the  publication  in  1951  of  his 
book,  "God  and  Man  at  Yale."  It  established  the  24-year-old 
Yalie  as  the  most  articulate,  boisterous  conservative  in  the 
country.  Now  68,  Buckley  has  retired  from  editing  National 
Review,  the  conservative  journal  he  founded.  He  whiles  away 
his  time  each  week  by  writing  two  newspaper  columns  and 
dictating  more  than  300  letters.  Each  month  he  tapes 
episodes  of  his  television  program,  "Firing  Line" — the 
longest-running  show  on  the  air  featuring  the  same  host — 
and  gives,  on  average,  three  speeches.  Each  year,  he  writes  a 
book.  Buckley  also  manages  to  engage  in  two  favorite  avoca- 
tions: music — he  plays  the  harpsichord  at  least  a  few  minutes 
every  day — and  sailing,  which  has  been  his  sport  since  his 
father  bought  him  a  16-foot  boat  when  Buckley  was  13. 

Buckley  makes  extensive  use  of  computers — he  bought  his 
first  word  processor  as  long  ago  as  1981.  Today,  Buckley 
owns  four  desktop  computers,  keeping  one  each  in  his  Stam- 
ford, Conn.,  home,  his  Park  Avenue  apartment,  his  office  in 
midtown  Manhattan  and  the  chalet  he  rents  in  Switzerland 
each  February  and  March  to  ski  and  write.  When  he  travels, 
Buckley  takes  a  laptop  among  his  carry-on  luggage.  Even  at 
his  ease,  Buckley  employs  technology.  Away  from  home,  he 
Limbers  his  fingers  by  playing  Bach  on  a  Casio  keyboard.  Sail- 
ing, he  uses  the  array  of  high-tech  communications  and  nav- 
igational gear  on  board  his  36-foot  sloop,  Patito. 

When  we  asked  Buckley  to  talk  to  Forbes  ASAP,  he  invit- 
ed us  to  join  him  one  Friday  for  an  overnight  cruise.  While 
we  sailed,  Buckley  would  show  us  the  gear  with  which  he 
has  equipped  Patito.  After  we  dropped  anchor,  he  would  talk 
about  the  changes  in  American  Life  that  he  sees  technology 
bringing  about. 

Overnight  cruises  are  a  Buckley  weekend  ritual.  After 
working  at  the  Stamford  house  all  day  Friday,  Buckley  is 


FIND  WILLIAM:  Awash  in  the  detritus  of 
a  500-channel  mind,  the  author/editor/TV 
pundit  takes  a  Bach  break  in  his 
Stamford,  Conn,  study.  In  its  neater  days, 
the  office  was  a  three-car  garage. 
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joined  by  two  or  three  friends  aboard  Patito.  ("Patito"  is 
Spanish  for  "little  duck"  or  "duckling."  It  is  also  a  close 
translation  of  the  endearment  Buckley  and  his  wife,  Pat,  use 
for  each  other:  "duckie.")  Buckley  and  friends  sail  Patito 
over  to  Long  Island  until  dusk,  then  find  a  cove  and  secure 
the  boat  for  the  night.  Still  on  board,  they  eat  dinner,  enjoy 
wine  and  cigars  and  turn  in  by  midnight.  The  next  morning, 
they  sail  back  to  Stamford  in  time  for  Buckley  to  put  in  a 
full  Saturday  of  work. 


Before  driving  to  the  marina  to  board  Patito,  we  spent  an 
hour  with  Buckley  in  his  Connecticut  study.  For  44  years, 
Buckley  and  his  wife  have  lived  in  this  house  overlooking 
Long  Island  Sound.  Pat  Buckley  has  transformed  the  struc- 
ture, a  13-room  house  built  for  a  doctor  in  1907,  into  a 
Mediterranean  villa,  putting  on  additions,  constructing  a 
broad  terrace  and  finishing  the  house  in  a  stucco  of  soft 
pink.  Buckley's  study,  originally  a  three-car  garage,  stands  50 
yards  from  the  house.  Hundreds  of  books  line  the  walls.  One 
desk  is  a  huge,  horseshoe-shaped  piece  that  Buckley 
had  built  to  his  specifications  during  his  1951  stint 
as  a  CIA  agent  in  Mexico.  It  holds  a  fax  machine,  a 
telephone,  an  answering  machine,  piles  of  books 
and  manuscripts,  CDs  of  two  of  Buckley's  favorite 
musicians,  Johann  Sebastian  Bach  and  Ella  Fitzger- 
ald, scattered  rubber  bands,  paper  clips  and  red  ball- 
point pens  (Buckley  takes  notes  in  red  ink).  On  a 
second  desk  stand  Buckley's  computer,  keyboard 
and  printer.  The  space  between  the  desks  forms  a  | 
cockpit  in  which  Buckley  works,  writing  at  the 
computer  or  making  notes  on  manuscripts,  rolling 
m  his  chair  from  one  desk  to  the  other. 

When  we  arrived  late  on  a  Friday  afternoon, 
Buckley,  wearing  baggy  shorts,  old  boat  shoes  and  a 
cotton  polo  shirt,  was  using  his  computer  to  edit 
his  latest  novel.  A  departure  from  his  ten  previous 
novels,  all  spy  thrillers,  "Brothers  No  More"  por- 
trays the  struggle  between  two  Yale  men,  one  ai 
journalist  and  the  other  a  businessman,  from  World 
War  U  to  the  1960s.  His  37th  book,  it  will  be  pub- 
lished by  Doubleday  in  1995. 


"In  1981... I  bought  a  Kaypro 
laptop.  I  found  that  I  had  to 
have  two... one  would  always 
go  down  when  I  was  writing  a 
book  on  deadline." 


ASAP:  Can  you  remember  what  prompted  you  to  buy 
your  very  first  computer? 

BUCKLEY:  It  was  in  1981.  I  was  in  a  bookstore  and  saw 
a  book  by  Peter  McWilliams  on  the  secret  of  word 
processing.  I  had  just  written  a  column  on  why 
anybody  would  ever  need  a  computer.  I  couldn't  see 
any  reason  why  anyone  ever  would.  But  the  book 
was  marvelous  reading,  and  it  absolutely  convinced 
me  that  you'd  be  crazy  not  to  have  a  computer.  I 
bought  a  Kaypro.  It  had  a  meg  capability  of  one. 
Laughter.  Quite  astomshing.  I  found  that  I  had  to 
have  two  Kaypros  because  one  would  always  go> 
down  when  I  was  writing  a  book  on  deadline.  I  still! 
have  them  both  sitting  around  somewhere. 

Incidentally,  Peter  McWilliams  and  I  became 
good  friends,  and  for  a  while  it  seemed  that  I  was 
being  given  a  new  computer  by  one  of  his  suppliers' 
every  month. 

ASAP:  This  was  back  when  all  the  computer  makers 
were  eager  to  get  endorsements  from  well-known 
writers? 

BUCKLEY:  Exactly.  At  one  point  I  had  something  like  18  com- 
puters. I  gave  them  to  all  my  friends.  I  don't  know  anybody 
who  didn't  get  a  one-megabyte  computer  from  Peter 
McWilliams  in  those  days. 


Forbes  ASAP 


"People  get  discrete  satisfactions  from 
different  things.  If  you  go  out  on  a 
sailboat  and  cross  the  Sound,  the 
satisfaction  isn't  easily  duplicated." 


— 

'■■  * 


"For  navigation,  we  have  two  Global 
Position  System  units  receiving  signals 
from  Pentagon  satellites,  the  fruit  of  about 
$12  billion  DoD  technology." 


"I'll  probably  continue  to  use  a  sextant. 
But  it  becomes  more  and  more  simply 
an  exercise  in  nostalgic  drill." 


ASAP:  So  you  started  out  with  a  one-meg  Kaypro.  What  do  you 
use  today? 

buckley:  The  desktop  you  see  here  is  a  Dell  machine,  a  486, 
speed  50  megahertz,  16  RAM,  650  megs  of  memory.  Even  at 
that  I'm  almost  out  of  memory.  I've  already  used  up  some- 
thing like  500  megs. 

asap:  Any  idea  how  many  documents  you  have  on  the  hard 
drive? 

(Buckley  takes  the  computer  keyboard  in  his  lap  and  enters 
a  series  of  commands.) 

BUCKLEY:  Seventeen  thousand,  eighteen  thousand — nineteen 
thousand  and  two  documents,  dating  back  to  1988.  By  the 
way,  have  you  seen  Magellan?  That's  the  software  I  just 
used  to  count  my  documents. 

ASAP:  No,  I've  never  seen  Magellan  up  and  running.  It's  a  kind 
of  super-duper  file  manager,  right? 
BUCKLEY:  It's  great  stuff. 

(Buckley  enters  more  commands  on  the  keyboard.  Magellan 
divides  the  screen  into  windows  or  columns.) 

BUCKLEY:  You  can  go  down  that  left  column  and  see  the 
names  and  dates  and  sizes  of  all  my  documents,  and  in 
the  right  column  you  can  see  a  portion  of  the  document 
itself.  Magellan  puts  the  documents  in  order  by  subject,  by 
date,  by  size.  That  way  you  can  find  absolutely  anything. 
Let  me  enter  your  name.  There!  That's  our  correspon- 
dence setting  up  this  interview.  What  was  that  to  bring 
up?  A  nanosecond? 

ASAP:  How  long  have  you  been  using  Magellan? 
BUCKLEY:  I  started  in  about  1986.  What  happened  was  that  I 
was  reading  a  review — the  Tuesday  New  York  Times  is  my 
favorite  issue  because  it  has  the  weekly  science  section — 
and  I  saw  that  a  company  called  Lotus  had  invented  some- 
thing called  Magellan  that  could  do  what  I  have  just  been 
describing.  The  head  of  Lotus  was  a  man  called  Jim  Manzi, 
and  it  so  happened  that  I  knew  him. 

Manzi  was  an  intern  at  National  Review  in  1972.  In  1973 
when  I  was  a  delegate  at  the  United  Nations,  he  called  me 
up  and  said,  "I  majored  in  Classics  at  Colgate,  and  I'm  now 
washing  dishes  for  $260  a  week.  Can  you  possibly  hire  me 
at  the  United  Nations?"  So  I  hired  him  for  $265  a  week,  or 
whatever,  as  a  researcher.  He  worked  with  me  for  two  or 
three  months  and  in  1975  accompanied  the  NR  editorial 
team  on  a  trip  to  the  Soviet  Union.  After  that,  I  completely 
lost  track  of  him.  And  then,  a  decade  or  so  later,  I  was  read- 
ing a  newspaper  article  that  asked,  Who  was  the  highest- 
paid  executive  in  America  that  year?  The  answer  was  Jim 
Manzi.  He'd  made  tens  of  inillions  of  dollars  at  Lotus. 

I  hadn't  seen  him  in  all  those  years.  So  I  wrote  him  and 
I  said,  "Look,  I  want  this  thing,  Magellan.  And  I  don't  want 
it  when  I'm  80.  I  want  it  now."  So  Jim  Manzi  not  only  sent 
around  a  copy  of  Magellan,  but  also  the  guy  who  invented 
it,  to  show  me  how  to  work  it. 

ASAP:  Those  files  on  your  screen  are  almost  entirely  text  doc- 
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Buckley  Interview 


"I've  read  with 
irritation. ..all  this 
stuff  about  how 
you've  got  to 
have  the  feel  of 
the  quill 
pen... before  it 
really  expresses 
the  true  you.  Utter, 
utter  nonsense!" 


m 


umentS.  What  kind  ol  word  processing  software  do  you  use' 

Microsoft  Word'  WordPerfect? 

buckley:  I'm  | x  rn l.uKiitly  stuck  in  WordStar. 

asap:  WordStar? 

BUCKLEY:  Yes,  1  still  use  WordStar,  even  though  the  WordStar 
company  Is  a  shadow  of  its  former  se  ll  The  reason  is  that 
I  have  entirely  customized  the  software.  I  have  something 
like  69  smart  key  functions  that  allow  me  to  do  everything 
I  want.  So  to  desert  WordStar  lor  a  new  program  would  he 
like  having  to  learn  the  Cyrillic  alphabet.  Everything 
would  be  different.  There  are  a  lew  things  I  want  that 
WordStar  isn't  giving  me,  hut  not  all  that  many.  WordStar 
doesn't  give  me  a  split  screen,  hut  Quarterdeck's  DcsqVicw 
does  the  equivalent. 

(Buckley  enters  commands  on  the  keyboard,  and  DcsqVicw 
windows  pop  up  on  the  screen.) 

BUCKLEY:  There's  my  novel,,  there  are  my  notes,  there's  my 
communications  soltware,  there  are  my  records. 
ASAP:  Why  DcsqVicw?  Why  not  Windows? 
buckley:  I'm  about  to  make  the  move  to  Windows,  although 
this  is  largely  at  the  insistence  ol  Bruce  l'ettit,  my  computer 
guru,  who  is  moving  my  DcsqVicw  system  into  Windows. 
At  tn. illy,  I  won't  even  know  I  am  in  Windows.  I  will  simply 
operate  as  I  do  now.  However,  if  there  is  anything  in  Win- 
dows I  want  to  access — here  I  am,  using  "access"  as  a 
vcrh\    I  will  be  able  to  do  that.  But  I  won't  close  myself  out 
ol  any  ol  the  viewings  I  have  here  in  DcsqVicw. 
ASAP:  Bill,  it  strikes  me  as  terribly  odd  that  one  of  the  first 
journalists  to  make  use  ol  word  processing  should  be  cling 
ing  to  such  outdated  soltware.  WordStar 
BUCKLEY:  I  would  challenge  anybody  to  a  duel,  me  with  Word 
Star,  my  opponent  with  any  other  soltware.  1  maintain  that 
WordStar,  il  customized  by  demanding  people,  is  as  fast  as 
any  Other, 

asap:  What  about  CD-RDM?  That's  a  relatively  new  technol- 
ogy foj  the  persona]  computer.  Do  you  use  it? 
buckley:  I  just  use  CDs  as  an  occasional  reference  item.  I've 
got  the  Oxford  English  Dictionary  in  the  CD  player  right 
now  In  this  latest  novel,  I  found  myself  required  by  my  plot 
to  find  .i  case  in  which  the  objective  pronoun  was  not  used 


by  Shakespeare  even 
after  a  preposition.  I  spent 
about  half  an  hour  trying  to  find  one  in  a 
Shakespeare  book.  Then  I  stuck  in  my  Shakespeare  CD  ant 
I  had  it  in  two  minutes. 
ASAP:  You're  satisfied  with  old  software  like  WordStar  anc 
DcsqVicw,  and  you  use  CD-ROMs  only  occasionally.  Sc 
you're  not  interested  in  technology  for  its  own  sake- 
because  it's  new,  say,  or  fun.  You're  interested  in  it  onl) 
when  it  meets  your  specific  needs,  and  if  it  does,  you'll  stick 
with  it. 

buckley:  It's  sheer  sloth.  If  a  computer  can  save  me  10  minutes 
spent  on  research,  so  that  I  can  do  an  editorial  exercise  in  2C 
minutes  instead  of  half  an  hour,  then  I'm  simply  jubilant, 
am  excited  to  see  technology  happening.  But  my  own  inter 
est  in  it  is  quite  utilitarian. 
asap:  Is  there  anything  you'd  like  that  technology  still  hasn't 
given  you? 

buckley:  It  would  be  terrific  if  you  could  actually  talk  into  < 
microphone  and  have  the  words  appear  on  a  screen.  They're 
always  talking  about  making  progress  on  that  fantasy.  I'rr. 
still  wailing. 

asap:  Does  working  on  a  computer  affect  the  style  of  youl 
writing? 

buckley:  I've  read  with  irritation,  dismay  and  wonderment  alj 
this  stulf  about  how  you've  got  to  have  the  feel  of  the  quill 
pen  on  the  palimpsest  before  it  really  expresses  the  true  you, 
Utter,  utter  nonsense. 
asap:  Listen  to  this  quotation  from  the  poet,  Wendell  Berry:  "] 
disbelieve  and  therefore  strongly  resent  that  I  or  anybody 
else  could  write  better  or  more  easily  with  a  computer  thar 
with  a  pencil." 

buckley:  Well,  maybe  he  just  can't  write.  Laughter.  But  if  hd 
wants  to  make  a  hostile  point,  he  should  say,  "I  know 
can't  write  as  well  on  a  computer  as  I  can  by  hand."  George 
Will  says  that.  Except  that  since  George  will  never  even  tr)| 


"The  demands  I  have  are 
always  greater  than  the  time 
I  have  to  do  them....  I'r 
always  up  against  infinity." 
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"I  would  challenge  anybody  to  a 
duel,  me  with  WordStar,  my 
opponent  with  any  other  software. 

I  maintain  that  WordStar,  if 
customized  by  demanding  people, 
is  as  fast  as  any  other." 


"If  a  computer  can  save  me  10  minutes.. .I'm 
simply  jubilant.  I  am  excited  to  see  technology  happening. 
But  my  own  interest  in  it  is  quite  utilitarian." 


a  computer,  in  his  case  it's  a  hypothesis. 
ASAP:  If  computers  are  a  timesaving  device  for  you,  what  do 
you  do  with  the  time  you  save?  Work  more?  Sail  more? 
Buckley:  The  demands  I  have  are  always  greater  than  the  time 
I  have  to  do  them,  so  that  I'm  never  at  a  loss  for  work.  I'm 
always  up  against  infinity. 

Tires  sounded  outside  on  the  gravel  drive.  Christopher  Lit- 
tle, a  photographer,  and  Danny  Merritt,  Buckley's  neighbor, 
pulled  up.  Little  and  Merritt,  both  Buckley  sailing  compan- 
ions, knew  his  routine.  In  moments  they  loaded  our  gear  and 
our  food,  prepared  for  the  cruise  by  Buckley's  chef,  into  the 
back  of  Buckley's  battered  Ford  Escort  station  wagon,  then 
climbed  in.  Buckley  drove  the  10  minutes  to  the  marina. 

While  Buckley  started  Patito's  diesel  engine,  Little  and 
Merritt  cast  off  the  deck  lines  and  shoved  the  boat  away 
from  the  dock.  Buckley  motored  Patito  out  of  the  harbor 
and  into  Long  Island  Sound.  As  the  boat  met  a  fresh  wind, 
Buckley  turned  off  the  engine  and  Merritt  raised  the  main- 
sail and  unfurled  the  genoa.  Buckley  called  out  orders  as 
Merritt  and  Little  trimmed  the  sails  and  Patito  heeled  to 
take  the  breeze. 

ASAP:  What  is  the  appeal  of  what  we're  doing  right  now?  Sail- 
ing is  expensive.  It  takes  time.  It  can  be  cold  and  wet. 
buckley:  Lots  of  people  like  to  think  that  if  from  time  to  time 
they  go  wild  over  36  holes  of  golf,  they  come  back  happier 
people.  Eisenhower  once  said,  "I  don't  know  how  I  could 
live  if  I  couldn't  play  golf."  So  people  get  discrete  satisfac- 
tions from  different  things.  Now,  if  you  go  out  on  a  sailboat 
and  cross  the  Sound,  it  gives  you  a  satisfaction  that  isn't  eas- 
ily duplicated.  But  I  would  never  be  a  single  sailor.  Zero 
appeal  in  that.  Things  like  this  should  be  shared. 


(Buckley  puts  Patito  on  auto  pilot  and  sits  down.  He  glances 
up,  sees  that  the  mainsail  is  luffing  and,  still  seated,  adjusts 
a  knob  on  the  auto  pilot.) 

BUCKLEY:  Notice  that  with  my  nght  hand  I  just  slightly  changed 

course,  just  five  degrees.  That  gets  a  little  better  wind. 

ASAP:  You  have  an  auto  pilot — and  what  else?  What  are  the 

principal  chunks  of  technology  on  board? 

BUCKLEY:  In  terms  of  navigation,  we  have  two  GPSes — two 

Global  Positioning  System  units.  These  receive  signals  from 

the  Pentagon's  GPS  satellites,  the  fruit  of  about  $12  billion 

of  Department  of  Defense  technology.  The  most  refined  of 

our  GPS  units  is  the  Trimble  NavGraphic,  which  shows  you  I 

where  you  are  on  a  screen. 

(Buckley  points  to  a  screen,  identical  to  a  small  computer 
terminal,  in  the  forward  portion  of  the  cockpit.) 

BUCKLEY:  On  the  screen  there  is  a  tiny,  flashing  facsimile  of  a 
sailing  boat,  sliding  along  a  chart,  identical  to  a  sailing  chart. 
The  chart  becomes  more  or  less  detailed  as  you  press  "zoom 
in"  and  "zoom  out."  Danny,  would  you  hit  the  zoom  but- 
ton a  couple  of  times? 

(Merritt  hits  "zoom  in"  several  times.  The  screen  shows  a 
chart  of  the  Connecticut  coast,  then  a  chart  of  Stamford, 
then  a  detailed  chart  of  Stamford  harbor.  The  flashing  sail- 
boat, indicating  Patito,  is  shown  leaving  the  harbor  behind.) 

BUCKLEY:  Isn't  that  simply  marvelous?  It  shows  how  fast  you  are 
going,  how  far  you  are  from  where  you're  heading,  what  your 
bearing  is,  what  the  drift  is,  and  what  time  of  day  you  can 
expect  to  arrive.  Then  I  have  a  handheld  GPS  unit  that  tells 
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probably  continue  to  use  a  sextant.  But  it  becomes  more  and 
more  simply  an  exercise  in  nostalgic  drill. 

(As  Patito  approached  the  cove  at  Eaton's  Neck,  Long  Island, 
Buckley  returned  to  the  helm.) 

BUCKLEY:  Danny,  we'll  do  a  jibe  right  here  and  we'll  sail  right 
in.  Christopher,  when  we  get  to  the  second  buoy  and  go 
downwind,  take  in  the  genoa,  okay? 

In  the  cove,  Merritt  and  Little  lowered  the  sails,  then 
went  forward  to  drop  anchor.  Buckley  remained  at  the  helm, 
delicately  applying  power  to  the  engine  in  brief  spurts,  nudg- 
ing Patito  forward,  then  back,  until  the  anchor  dug  in  and 
held  firm.  As  a  full  moon  rose,  we  went  below.  The  saloon 
carpet  had  a  tigerskin  pattern,  and  the  bench  seats  on  each 


you  the  identical  things  but  doesn't  have  a  chart.  Going  down 
the  list,  I  have  a  little  unit  that  fits  in  the  palm  of  your  hand, 
which  has  a  chip  inside  that  stores  information  on  about  a 
thousand  ports  between  Eastport  (Conn.)  and  Galveston 
(Texas).  It  will  tell  me  when  the  tide  will  change,  for  instance, 
in  any  one  of  those  ports,  and  how  big  and  deep  the  port  is. 
That  kind  of  thing.  We  have  a  radar  that  reaches  24  miles, 
although  at  that  range  it's  not  all  that  accurate.  It's  very  accu- 
rate within  six  miles.  And  we  have  an  SSB,  a  single  side  band 
radio,  that  can  reach  any  telephone  system  on  earth. 
ASAP:  Now,  in  every  one  of  your  sailing  books,  all  these  mar- 
velous objects  you  just  named — 
BUCKLEY:  They  screw  up. 

ASAP:  Yes.  They  screw  up,  they  stop  functioning,  and  you  end 
up  navigating  with  a  sextant  and  charts,  just  like  Captain 
Cook  200  years  ago. 

BUCKLEY:  There's  an  explanation  for  it.  The  technology  was 
immature.  When  we  made  the  crossing  that  I  write  about  in 
"Windfall,"  for  instance,  the  Pentagon  hadn't  launched 
enough  satellites  yet  to  make  the  GPS  reliable. 
ASAP:  So  sailing  technology  has  become  a  lot  more  reliable  in 
just  the  past  few  years? 

BUCKLEY:  Right. 

ASAP:  So  reliable  that  you  would  be  willing  to  cross  the 
Atlantic  again  without  even  having  a  sextant  on  board? 
BUCKLEY:  The  answer  is:  Yes,  I  would.  There's  always  that  sort 
of  spooky  possibility  that  things  will  flounder.  But  if  you 
have  a  GPS  connected  to  an  antenna,  the  probability  is  over- 
whelming that  it  will  survive.  If  on  top  of  that  you  have  a 
handheld  GPS  that  does  not  require  an  antenna,  it  requires 
only  a  battery.  If  it  fails,  then  it's  Lloyd's  of  London  time. 
ASAP:  Now  listen  to  yourself.  This  is  a  passage  at  the  end  of 
"Windfall,"  telling  us  why  you  will  probably  never  go  on 
another  long  voyage.  "About  fifteen  minutes  after  the 
appearance  of  this  volume  ["Windfall"  was  published  in 
1992],  we  can  expect  that  navigation  at  sea  will  cease  to  be 
more  than  an  antiquarian  exercise.  Probably  a  couple  of 
flashlight  batteries  attached  to  a  Trimble  hand  unit  will  tell 
you  exactly  where  you  are,  day  or  night — " 
BUCKLEY:  That  was  absolutely  prophetic. 
ASAP:  " — And  when  that  happens,  what  shall  I  have  to  fret 
over  on  a  long  passage?"  It  almost  sounds  as  though  you 
would  have  been  happier  if  the  new  technology  had  never 
come  along. 

BUCKLEY:  One  retrospectively  enjoys  something  that  took  a  lot 
of  sweat,  but  would  never  turn  down  an  opportunity  not  to 
do  it  again.  It's  the  case  of  the  farmer  who  comes  home  for 
dinner  feeling  a  glow  of  satisfaction  at  having  plowed  six 
acres,  but  who  would  not  reject  a  tractor  if  one  turned  up. 
That's  what  I  feel  about  navigation.  As  long  as  I'm  alive,  I'll 
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side  of  the  saloon  were  cushioned  in  red  velvet.  "How  do 
you  like  our  El  Morocco  look?"  Buckley  asked,  laughing. 
Little  folded  out  the  wings  of  the  table  while  Merritt  heated 
the  food.  Buckley  put  on  a  Mozart  cassette.  We  dined  on  red 
wine,  soup  made  with  fresh  mushrooms,  fried  chicken  and 
potatoes  and  chocolate  ice  cream.  After  dinner,  Buckley 
passed  around  a  bottle  of  cognac  and  a  box  of  cigars. 

ASAP:  What  role  do  you  think  technology  played  in  ending  the 
Cold  War? 

BUCKLEY:  I  think  it  played  a  considerable  role.  The  Soviet 
expansionist  effort  ran  up  against  a  stone  wall.  They  recog- 
nized there  was  nothing  they  could  do,  even  spending  35% 
of  their  GNP  on  the  military,  that  could  defeat  us  techno- 
logically— nothing.  And  then  Reagan's  Strategic  Defense  Ini- 
tiative came  up.  The  historians  are  going  to  be  figuring  out 
what  was  the  marginal  pressure  that  defeated  the  Soviets. 
They  might  say  it  was  our  defense  buildup;  or  the  fact  that 
we  were  willing  to  send  Stinger  missiles  to  the  resistance  in 
Afghanistan;  or  SDI.  But  I  don't  think  you  can  leave  SDI  out 
of  it,  because  to  the  extent  that  the  technical  and  military 
forces  in  the  Soviet  Union  had  any  hope  of  ultimately  pre- 
vailing over  us,  that  hope  was  just  dashed  by  SDI. 
ASAP:  Turning  to  the  future,  James  Michener  wrote  in 
Forbes  ASAP  that  "with  networking  and  multimedia,  the 
way  we  collect  information  and  communicate  will  be 
completely  transformed....  I  brood  constantly  about  the 
destiny  of  the  book,  a  cultural  artifact  to  which  I  have 
devoted  my  life."  You've  devoted  your  life  to  the  book, 
the  opinion  journal,  the  newspaper  column.  Do  you  brood 
about  their  destiny? 

BUCKLEY:  I  do.  [John  Kenneth]  Galbraith  once  told  me  there  are 
only  200,000  people  in  America  who  read  books.  He  meant 
serious  books.  Let's  say  he's  wrong  as  usual,  but  still  he's 
reaching  for  a  pretty  good  point.  Twenty-five  years  ago  most 
people  got  their  news  from  newspapers,  but  today  most  get 
their  news  from  television,  which  is  a  pretty  sloppy  way  to 
get  it.  Illiteracy,  which  was  beginning  to  vanish  a  couple  of 
decades  ago,  affects  a  sixth  or  a  fifth  of  the  population.  This 
is  terribly  frightening,  and,  yes,  I  do  worry  about  it. 
ASAP:  George  Gilder  believes  technology  will  encourage  litera- 
cy— and  revitalize  virtually  every  aspect  of  American  cul- 


ture. Gilder  has  written 
that,  "Within  the  next  decade, 
it  will  be  possible  for  us  to  have  fully  interactive 
telecomputers  that  can... receive,  process,  and  store  digital 
video  images  from... any  classroom,  library,  [or]  museum  in 
the  world.  You  will  be  able  to  summon  up  the  best  teachers 
and  professors,  doctors  and  writers.  You  will  be  able  to  form 
markets  and  alliances  with  others  who  share  your  tastes  and 
beliefs...."  Do  you  share  Gilder's  optimism? 
BUCKLEY:  No,  I  don't.  George  is  the  muse  of  cybernetics.  I  not 
only  do  not  deny  him  that,  I  applaud  him  for  taking  it  to 
really  lyrical  lengths.  But  George's  view  does  not  face  up  to 
a)  invincible  ignorance  and  b)  sloth.  The  cardinal  vices  are 
paid  less  attention  to  than  the  cardinal  virtues  in  his  aes- 
thetics. For  that  reason,  the  romantic  vision  of  what  will 
happen  because  of  the  superabundance  of  technology  and 
knowledge  is  a  little  bit  Panglossian.  Will  people  really  want 
to  learn  German  through  computers  because  it's  such  fun? 
ASAP:  Let's  go  from  Gilder,  an  optimist,  to  Charles  Murray,  a 
pessimist.  Murray  argues  that  technology  will  permit  the 
top  one-tenth  or  one-fifth  of  the  population  to  grow  richer 
and  richer  while  lowering  wage  rates  for  everyone  else.  Mur- 
ray fears  "an  American  caste  system"  and  warns  that  the 
United  States  could  become  like  Latin  America,  "with  man- 
sions on  the  hills  above  the  slums." 

BUCKLEY:  That's  extremely  grim.  Murray  is  accurate  in  fin- 
gering a  polarization  that  we  have  in  fact  experienced  in 
the  last  15  years,  in  terms  of  the  rich  getting  richer  and 
the  poor  poorer.  But  the  reason  is  not  technology.  It's  the 
evanescence  of  the  American  ethos.  Murray  attacks  the 
problem  more  persuasively  when  he  talks  about  the 
impact  of  the  welfare  state  on  that  ethos.  You  used  to  be 
able  to  find  a  Rhodes  scholar  who  was  the  child  of  a  sin- 
gle parent  but  who  zoomed  up.  Those  kinetic  energies  are 
still  there.  But  they  are"  harder  to  kindle  in  a  situation  in 
which  the  old  stimulants  are  depressed  by  the  anesthetic 
of  welfarism. 

It  seems  to  me  that  the  success  or  failure  of  freedom 
depends  on  whether  the  public  is  virtuous.  For  example,  sex. 
When  years  ago  Ingrid  Bergman  decided  to  leave  her  hus- 
band and  sleep  around  with  the  Italian  director  (Roberto 
Rossellini),  there  was  such  a  public  clamor  that  Bergman 
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wasn't  allowed  on  the  "Ed  Sullivan  Show."  They  didn't 
want  anybody  on  who  was  frankly  adulterous  in  her  behav- 
ior. Travel  from  Ingrid  Bergman  to  Madonna,  and  we've 
traveled  a  very  long  way.  The  rise  in  illegitimate  births,  plus 
also  the  progressive  indifference  to  Christianity,  I  think  is 
the  most  important  social  event  of  the  last  30  to  40  years. 
ASAP:  Has  technology  contributed  to  the  fraying  of  the  moral 
fabric?  Or  do  you  see  technology  helping  to  knit  society 
back  together? 

BUCKLEY:  I  suppose  it  depends  on  whether  there's  inherent 
value  in  that  technology.  Technology  does  enhance  a  certain 
scientific  rectitude  or  discipline.  If  you  don't  get  my  E-mail 
handle  right,  you  don't  reach  me.  But  technology  tends  to 
flash  in  front  of  people  more  alternatives  than  they  ought  to 
consider.  It  makes  pornography  and  Karl  Marx  as  accessible 
as  classical  music  and  Milton  Friedman.  An  open  question, 
that's  how  I  see  technology. 

Buckley  set  his  cigar  in  an  ashtray,  stood  up,  kicked  off 
his  shoes,  tore  off  his  shirt,  and  let  his  shorts  fall  to  the 
floor.  Merritt,  Little  and,  in  some  bewilderment,  your 
reporter,  did  the  same.  Then  Buckley  mounted  the  stairs  to 
the  deck,  said,  "Isn't  that  moon  beautiful?"  and  plunged 
over  the  side.  After  our  brief  swim,  we  wrapped  ourselves  in 
towels  while  Buckley  had  each  of  us  peer  through  his  new 
Night  Mariners,  night-vision  binoculars.  "They  magnify  by 
60,000  times  the  latent  heat  absorbed  during  the  day,"  Buck- 
ley said.  "Looking  through  these  things,  it's  as  bright  as  high 
noon."  Then  he  excused  himself  to  go  below  to  work  on  a 
manuscript.  The  light  in  his  cabin  went  out  at  eleven. 

At  7:15  the  next  morning,  Merritt  stood  from  his  bunk 
and  shouted,  "We've  overslept!"  Buckley  emerged  from  his 
cabin,  went  for  a  brief  swim,  then  hurriedly  dressed  and 
took  the  helm  to  motor  Patito  back  across  Long  Island 
Sound  to  Stamford. 

He  was  back  at  work  in  his  study  by  9:30.  @ 


Peter  Robinson  is  the  author  of  "Snapshots  from  Hell:  The 
Making  of  an  M.B.A."  a  comical  account  of  year  one  at  the 
Stanford  business  school. 
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Let's  say  comput 


Some  computers  have 
nine  lives  left.  Others  dont. 
That's  why  if  you're  buying 
a  PC  today,  you  should  only 
be  considering  Pentium™ 
processor-based  PCs. 


The  reason  is  simple.  A  more  power 
PC  lasts  longer,  since  it  will  still  have 
plenty  of  horsepower  when  tomorrow's 
applications  come  along.  And  most  nev 
Pentium  processor-based  systems  also 
include  the  latest  PC  technology  —  like 
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Pentium™  processor-based  PCs 


;  have  nine  lives. 


|  local  bus  for  high-speed  graphics  and 
jg  and  Play  technology  for  easy  expansion 
the  years  to  come. 

That,  plus  the  fact  that  these  PCs  are  now 
affordable,  makes  this  a  great  time  to  buy  a 
ntium  processor- based  PC.  Especially  when 


you'll  be  getting  a  system  that  performs  so  well. 
Today.  And  several  lives  from  now.  For  more 
information  call  1-800-626-6788,  Ext.  213. 
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ne  hundred  and  one  years  ago,  the 
/vorld  came  to  Chicago.  The  occasion 
vas  the  World's  Columbian  Exposi- 
ion,  a  great  fair  in  honor  (a  year  late) 
)f  the  400th  anniversary  of  Columbus's 
voyage  to  America.  Twenty-eight  mil- 
ion  visitors  thronged  the  midway, 
[hey  wandered  through  the  fair's  clas- 
iically  inspired  buildings,  sampling 
)ranges  at  the  California  exhibit  and 
ced  cocoa  at  the  Java  Village,  riding 
he  first  Ferris  wheel  (an  engineering 
narvel  that  took  40-person  cars  264 
eet  into  the  air)  and  gazing  at  the 
noving  pictures  of  Thomas  Edison's 
lew  kinetoscope. 

The  fair  was  a  tribute  to  world  cul- 
ures,  technological  progress  and  mate- 
ial  abundance.  It  captured  the  spirit  of 
ts  age. 

But  history  looks  different  when 
'ou're  living  through  it.  Then,  as  now, 
irogress  wasn't  uniformly  benevolent, 
[he  fair  opened  amid  worldwide  reces- 
ion  and  long-term  economic  restruc- 
uring.  The  dynamism  that  produced 
he  wonders  of  the  midway  also  pro- 
luced  great  dislocations. 

Farmers,  in  particular,  resented  the 
Columbian  Exposition's  display  of 
vealth  and  optimism.  For  them,  abun- 
lance  meant  not  oranges  and  kineto- 
copes  but  falling  crop  prices  and  an 
tncertain  future.  The  Farmer's  Alliance 
n  Gillespie  County,  Texas,  resolved  to 
sk  that  the  fair's  organizers  "let  the 
vorld  of  pleasure,  leisure,  and  Style  see 
he  men  and  women  in  their  jeans, 
aded  callicoes,  [and]  cotton  checks, 
fho  by  their  labor  and  handicraft  have 
nade  it  possible  for  such  an  Exhibit." 

The  farmers'  resolution  was  not  a 
imple  plea  from  the  poor  to  the  rich, 
t  was  a  political  statement.  The 
armer's  Alliances,  and  the  broader 
opulist  .movement  of  which  they 


The  costs  of  eco- 
nomic dynamism, 
particularly  in  lost 
jobs,  are  usually 
obvious.  Recognizing 
the  benefits  requires 
imagination. 


were  a  part,  sought  to  reverse  through 
radical  institutional  changes  the  eco- 
nomic evolution  that  made  small-scale 
farming  less  and  less  viable  and  led 
ultimately  to  today's  situation,  in 
which  less  than  2%  of  Americans  live 
on  farms.  The  Populist  farmers 
opposed  not  merely  the  opulence  of 
the  fair  but  its  meaning,  its  celebration 
of  economic  dynamism. 

The  farmers  feared  a  world  that 
would  not  value  the  labor  from  which, 
they  believed,  all  value  came.  Though 
the  changes  they  opposed  created  the 
economy  whose  own  evolution  our 
social  critics  lament,  we  still  hear  their 
voices,  feel  their  anxieties. 

Populism  Still  Plays 

Those  19th-century  fears  echo  through- 
out Labor  Secretary  Robert  Reich's 
"The  Work  of  Nations,"  whispering 
not  of  "the  world  of  pleasure"  versus 
"labor  and  handicraft"  but  of  "symbol- 
ic analysts"  versus  "routine  producers" 
and  "in-person  servers."  We  hear  them 
in  President  Clinton's  insistence  that 
radical  changes  are  necessary  in  the 
health-care  system  to  "empower  peo- 
ple to  view  change  as  a  friend  instead 
of  an  enemy."  They  give  rise  to  articles 
with  titles  like  "The  End  of  Jobs,"  a 
Harper's  essay  decrying  "the  new  post- 


industrial  technologies  [that]  appear  to 
offer  consumers  either  marginal 
improvements,  new  wrinkles  and 
styles,  or  games. ..not  fundamentally 
new  products  to  create  human  needs 
and  attract  massive  new  global  mar- 
kets like  the  automobile  or  the  air- 
plane." We  hear  them  in  the  letter  to 
the  editor  of  the  Atlantic  Monthly  that 
declares,  "Wal-Mart  is  the  embodiment 
of  the  excessive  greed  of  the  eighties 
and  the  horrendous  devastation  that 
has  been  its  by-product." 

We  reward  our  politicians  for  heed- 
ing such  voices.  Vermont  Gov.  Howard 
Dean  courts  voters  by  talking  tough  to 
Wal-Mart.  Kathleen  Brown,  would-be 
governor  of  California,  courts  them  by 
switching  sides  to  oppose  the  North 
American  Free  Trade  Agreement. 
Faced  with  real-life,  voting  victims  of 
competition,  she  could  hardly  explain 
the  abstract  benefits  of  free  trade  and 
so  declared  that  the  treaty  did  not  "suf- 
ficiently address  the  wage  gap  between 
our  two  countries."  Nafta  promises 
more  jobs,  but  its  beneficiaries  are 
unknown.  So,  too,  were  the  beneficia- 
ries of  the  19th  century's  mass-produc- 
tion revolution. 

That  revolution  traded  the  indepen- 
dence of  farming  for  the  relative  securi- 
ty of  factory  work.  Our  current  "age  of 
discontinuity" — Peter  Drucker's  pre- 
scient phrase — reverses  that  trade. 
Technological  change,  global  competi- 
tion, decentralized  institutions  and 
knowledge-based  economics  have  dis- 
rupted, and  in  some  cases  destroyed, 
the  stable  organizations  and  predictable 
careers  bom  of  the  very  changes  that 
displaced  the  farmers  of  1893. 

We've  moved  from  mainframes  to 
laptops,  from  union  members  to  entre- 
preneurs, from  overtime  to  flextime, 
from  Ma  Bell  to  Friends  and  Family. 
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Temporary  work,  that  bane  of  social 
critics,  has  become  the  safety  net  for 
independence-minded  people  with 
skills.  It  allows  them  to  move  across 
country,  to  quit  jobs  with  near 
impunity,  to  break  into  new  industries. 

Today's  opinion  leaders,  unlike  their 
19th-century  counterparts,  suggest  that 
economic  dynamism  is  either  a  natural 
disaster  like  the  Northridge  earth- 
quake— an  unstoppable  force  against 
which  we  are  powerless — or  a  conspira- 
cy of  the  elite  against  the  masses.  The 
former  is  the  position  of  most  Clin- 
tonites  and  of  many  business  pundits, 
the  latter  of  self-styled  populists. 

Wishing  for  Static  Utopias 

The  fashions  that  dictate  a  scared  new 
world  stem  partly  from  the  under- 
standable desire  for  the  products  of 
dynamism  without  its  costs.  Politi- 
cians who  tout  electronic  superhigh- 
ways while  pretending  they  can  be 
built  without  upheaval  only  feed  the 
resentment  of  displaced  workers.  Yet 
talking  only  about  the  inevitability  of 
economic  change,  without  mention- 
ing its  benefits,  drives  the  fearful  into 
the  arms  of  those  who  peddle  the  poli- 
cies of  stasis. 

"Our  real  problem,"  Ross  Perot  told 
a  receptive  Barbara  Walters  in  1992,  "is 
our  giant  companies,  like  IBM,  are 
downsizing."  In  his  static  Utopia,  the 
great  company  in  which  he  spent  his 
formative  business  years  would  stay 
great.  In  the  real  world,  however,  IBM 
has  slashed  its  payroll  from  more  than 
405,000  employees  in  1986  to  about 
250,000.  In  the  last  six  years,  46  of  the 
55  computer-industry-related  stories  on 
the  network  evening  news  have  been 
exclusively  devoted  to  IBM's  losses  and 
downsizing,  reports  MediaNomics,  a 
watchdog  newsletter. 

The  downsizing  was  indeed  news. 
For  decades,  IBM  represented  security. 
Although  it  required  constant  upheaval 
in  the  personal  lives  of  its  organization 
men — people  joked  that  the  initials 
stood  for  "I've  Been  Moved" — it 
promised  lifetime  employment  and  the 
prestige  of  a  progressive  big  company. 

And  IBM  was  the  future.  It  was 
moving  America  into  the  age  of  data 
processing,  a  future  where  black  boxes 


with  spinning  tape  drives,  manned  by 
brainy  guys  in  crew  cuts  and  white 
shirts,  would  make  the  world  clean, 
efficient  and  orderly. 

But  that  wasn't  the  future  we  got. 
Instead,  long-haired  California  misfits 
exploded  the  centralized  mainframe 
and  put  a  computer  on  everybody's 
desk.  Now  the  biggest  question  facing 
computer  users  isn't  whether  the  data- 
processing  department  will  accept  their 
job  order  but  whether  to  wait  six 
months  to  buy  an  even  better  machine 
at  an  even  lower  price. 


Despite  its  best  efforts,  the  old  IBM 
couldn't  adapt  to  a  decentralized,  often 
chaotic  marketplace  in  which  desktop 
machines  take  on  the  power  of  main- 
frames and  brand  loyalty  is  nearly 
nonexistent.  It  remains  to  be  seen 
whether  IBM  under  Lou  Gerstner  can 
sustain  its  comeback. 

The  story  of  IBM  raises  some 
important  challenges  to  the  peddlers  of 
stasis:  To  paraphrase  Perot's  anti-Nafta 
slogan  ("Save  Your  Job,  Save  Our 
Country"),  we  might  ask:  What  should 
our  country  sacrifice  to  save  a  job? 
Would  you  give  up  your  laptop  to  pre- 
serve 155,000  jobs  at  IBM?  Do  you 
wish  the  Mac  had  never  been  invent- 
ed? If  you  could,  would  you  wipe  out 
desktop  pubbshing,  saving  not  only  all 
those  IBMers  but  also  untold  numbers 
of  typesetters  and  paste-up  artists? 

These  are  dynamic  questions.  They 
are  the  questions  the  news  reports 
didn't  ask.  They  suggest  the  narrowness 
of  the  static  vision,  the  unforeseen  con- 
sequences of  vvdlling  it  to  be  true,  and 
the  value  of  a  dynamic  system.  They 
also  suggest  that  the  world  is  more 


complicated  than  most  policy  makers 
will  admit.  We  got  the  personal  com- 
puter in  large  measure  because  no  cen- 
tral authority  had  to  figure  out  that  we 
needed  it  or  even  that  it  could  be 
made — and  because  no  central  authori- 
ty saw  the  turmoil  it  would  produce 
and  passed  regulations  to  stop  it. 

The  costs  of  dynamism,  particularly 
in  lost  jobs,  are  usually  obvious.  Recog- 
nizing the  benefits  requires  imagina- 
tion. Before  the  telephone,  for  instance, 
hotels  employed  staffs  of  messengers, 
who  were  posted  on  each  floor  and 
summoned  by  bells  to  answer  guests' 
requests  for  service  and  information. 
The  phone  made  these  jobs  obsolete, 
throwing  the  messengers  out  of  work. 
Guests  could  simply  call  the  front  desk 
or  bell  captain  from  their  rooms. 

But  the  telephone  didn't  wipe  out 
employment  in  the  hotel  industry. 
Rather,  it  greatly  expanded  tourism  and 
business  travel.  Thanks  to  the  phone, 
executives  could  leave  their  businesses 
for  days  or  even  weeks  without  losing 
touch.  Millions  of  hotel  and  resort 
employees  worldwide  owe  their  jobs  to 
the  dynamism  that  replaced  hotel  mes- 
sengers with  telephones. 

The  personal-computer  revolution, 
like  the  industrial  revolution  or  the 
telephone  revolution,  is  not  a  natural 
disaster,  though  it  may  feel  like  one  to 
those  whose  jobs  it  has  shaken  out.  It 
is,  like  the  transportation  revolution 
that  made  possible  oranges  in  Chicago, 
a  technological  response  to  the  desires 
of  millions  for  a  better  life. 

Those  desires  don't  please  our 
social  critics.  In  an  age  of  mass  pro- 
duction, they  railed  about  the  alien- 
ation of  the  worker.  Now  they  com- 
plain about  the  service  economy  and 
the  shortage  of  highly  paid,  working- 
men's  jobs  even  as  they  denounce  friv- 
olous consumption.  They  seem  nostal- 
gic for  dark,  satanic  mills. 

And  it  is  easy  to  be  nostalgic  for  the 
world  we  have  lost,  easier  still  when 
voters  can  be  bought  with  memories  of 
the  jobs  they  once  held.  But  the  age  of 
discontinuity,  too,  recalls  earlier  ages. 
It  asks  a  familiar-sounding  question: 
Are  we  better  off  than  we  were  a  cen- 
tury ago?  Who  was  right — the  farmers 
or  the  fair? 


o  you  wish  the 
Mac  had  never 
been  invented! 
Would  you  give  up 
your  laptop  to 
preserve  155,000  jobs 
at  IBM! 
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B.  IHLHIGH'IECH  « 
usiness  lraveler 

IF  YOU  WANT  TO  EXPERIENCE  EXACTLY  HOW  HIGH-TECHNOLOGY  TOOLS  HAVE  REVOLUTIONIZED  THE 
LIVES  OF  THE  NATION'S  BUSINESS  TRAVELERS,  WANDER  INTO  ANY  AIRPORT  CLUB  IN  THE  NATION. 


o  matter  the  airline  sponsoring  the  club,  no  matter  the 
location  of  the  airport,  no  matter  the  time  of  day  or  day 
of  the  year,  what  you  will  find  is  this:  business  travelers 
huddled  over  the  screen  of  their  portable  computer,- 
business  travelers  sending  faxes  back  to  their  office  and 
to  their  clients,  business  travelers  checking  their  paging 
device  for  telephone  messages,-  and  business  travelers 
dictating  furiously  into  pocket-size  dictation  equipment. 

"Our  airport  clubs  used  to  be  a  place  for  business 
travelers  to  relax,  have  a  drink,  catch  up  on  the  sports 
pages,"  recalls  the  director  of  marketing  for  a  major  air- 
line. "We  used  to  give  away  the  drinks.  But  those  days 
are  gone.  Now  we  charge  for  drinks,  but  we  offer  on- 
site  personal  computers  and  fax  machines,  and  really 
sophisticated  telephone  terminals." 

The  manager  of  an  airport  club  at  Dallas/Fort 
Worth  International  Airport  makes  the  case  even  more 
bluntly.  "The  frequent  travelers  who  come  through  here 

let  us  know  in  no 
uncertain  terms  that 
they  are  here  to  work, 
not  relax,"  she  says. 
"Whether  they  use 
our  equipment  or 
bring  their  own,  they 
do  business  while 
they  sit  here." 

Only  a  decade 
ago,  such  comments 
would  have  been 
deemed  fantastic 
flights  of  fancy.  A 
decade  ago,  however, 
the  technological 
tools  did  not  exist  to 
allow  business  people 
to  travel  with  their 
•own  mobile  offices. 
Now,  of  course,  busi- 
ness travelers  can't 
live  without  high- 
tech gear.  In  fact,  the 


penetration  of  advanced  techno- 
logical devices  is  so  great  that 
about  40%  of  all  business  execu- 
tives travel  with  a  portable  com- 
puter, according  to  the  annual 
poll  of  Frequent  Flyer  magazine 
readers. 

"Business  travelers  in  the 
1990s  want  different  kinds  of  ser- 
vices," says  Josh  Lesnick,  a  prod- 
uct manager  for  Hyatt  Hotels. 
"They  aren't  willing  to  pay  for 
luxury  touches  and  pampering. 
What  they  are  willing  to  pay  for 
are  the  kinds  of  [high-tech]  prod- 
ucts and  services  that  make  them 
more  productive  when  they  are 
on  the  road." 

Business  executives  are  now 
so  well  equipped  when  they  travel 
that  they  won't  take  a  chance  on 
being  caught  short.  Last  year,  for 
example,  the  Ritz-Carlton  Hotel 
in  Aspen  introduced  "The  Office 
Briefcase."  The  briefcase  was 
stocked  with  what  the  hotel  con- 
sidered essential  business  supplies, 
then  offered  to  guests  free  of 
charge.  Less  than  a  year  later, 
however,  the  Ritz-Carlton 
stopped  offering  the  briefcase 
because  the  hotel  discovered  that 
business  executives  now  travel 
with  everything  they  need:  "We 
were  offering  guests  things  they 
wouldn't  think  of  leaving  home 
without." 

Like  it  or  not,  life  on  the  road 
has  become  one  long,  endless 
quest  for  business  productivity, 
and  a  recent  survey  of  500  travel- 
ers conducted  by  Hyatt  Hotels 
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If  the  nineties  are  about  getting  value 
for  your  dollar,  then  the  Ascentia"  800N  is 
truly  the  notebook  of  the  decade. 

Because  although  it  has  a  list  of  features 
that  put  it  right  up  there  in  the  high  perfor- 
mance class,  it  also  has  a  price  tag  that  will 
have  you  wondering  whether  it's  attached 
to  the  right  machine. 

For  starters,  the  800N  gives  you  Intel's 
powerful  486DX2/50MHz  microprocessor. 
Plus  hardware  accelerated 
local  bus  graphics. 

Bottom  line,  you'll  be 
amazed  not  only  by  what 
you  can  do,  but  by  how  fast 

Out  with  the  flippy,  and  in  with  a  second 
yOU  Can  do  it.  The  800N  battery  pack.  Battery  life  is  instantly  doubled 

manipulates  numbers  faster,  handles  graph- 
ics faster,  basically  does  everything  faster. 

And  then  there's  AST  Works'"-Mobile 
Edition.  A  unique  interface  that  includes 
software  tailored  especially  for  the  mobile 
professional  makes  you  productive  instantly. 


So  it's  easier  to  organize  files  and  quicker  to 
find  your  way  around  applications. 

We've  also  given  you  not  one  PCMCIA 
expansion  slot,  but  two.  So  you  can  add  a 
data/fax  modem  to  access  E-mail  and  check 
on-line  services,  and  there's  still  an  extra  slot 
to  add  an  Ethernet,  token  ring  or  SCSI  card. 

Oh,  and  there's  another  useful  feature 
that  you  won't  find  on  many  notebooks: 
a  removable  floppy  drive  which  can  be 
replaced  with  a  second 
battery  pack  to  double 
battery  life,  giving  you  a 
total  of  up  to  six  hours. 

All  this,  and  the  peace 
of  mind  of  a  3-year  world- 
wide limited  warranty,  48-hour  rapid  repair 
service^  and  our  responsive,  around-the- 
clock  telephone  support. 

Call  800-876-4AST  for  more  informa- 
tion about  the  Ascentia  800N.  If  you 
haven't  already  rushed  out  and  bought  one. 


Ascentia  800N 

Intel  486SX/33MHZ  or 
Intel  DX2/50MHz  processor 
(3.3  volt) 

9.5"  diag.  Dual-Scan 
STN  color  display 

VL  bus  hardware  graphics 
accelerator 

250MB  or  340MB  hard  drive 

4MB  RAM  standard, 
expandable  to  20MB 

2  Type  II  or  1  Type  III 
PCMCIA  slots 

SmartPoint  19mm  trackball 

NiMH  battery 

8.8"(d)x10.4"(w)x1.7"(h), 
5.9  lbs. 

Pre-loaded  with 
AST  Works-Mobile  Edition 


YOU'LL      LIKE      THE      WAY      WE  WORK 


AST 

COMPUTER 
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WE'VE  TAKEN  VOICE,  FAX  AND  DA: 

GTE  proudly  celebrates  the  10th  anniversary  of  the  first  call  made  from  an  airplane.  And  thanks  to  the  recent  GTE  Airfone  service  advan 


'MMUNICATIONS  TO  ANOTHER  LEVEL. 

>en  easier  to  work  as  efficiently  from  your  airline  scat  as  you  do  from  your  office.     [  C%  {  Z(     Its  amazing  what  we  can  do  together. 
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confirms  that  fact.  More  than 
70%  of  the  travelers  told  Hyatt 
they  "feel  more  pressure  to  be 
productive  when  they  travel  as 
compared  to  five  years  ago."  More 
than  60%  of  the  travelers  said 
they  now  spend  "more  time  work- 
ing in  their  hotel  rooms  than  they 
did  five  years  ago." 

Desktop  Power  in 
Portable  Packages 

It  is  fair  to  say  that  the  intensity 
that  has  been  adopted  by  business 
travelers  would  not  be  realistic  if 
it  weren't  for  advances  made  in 
portable  computers.  Barely  a 
decade  old,  portable  computers 
were  once  dismissed  as  expensive 
executive  toys.  Many  critics  derid- 
ed the  early  generations  of  porta- 
bles as  too  big,  too  heavy  and 
much  too  limited  to  be  of  any  real 
value.  But  that  was  then.  Today's 
generation  of  portable  computers 
pack  all  the  power  of  a  desktop 
computer  into  a  package  no  big- 
ger or  heavier  than  a  notebook. 

Consider,  for  example,  the 
portable  computing  products  sold 
by  AST  Research  Inc.,  the  nation's 
fifth-largest  manufacturer  of  per- 
sonal computers.  The  company's 
newest  model,  the  AST  Ascentia 
500S  Color  Subnotebook, 
weighs  just  4.5  pounds  and  is 
remarkably  small  (7.7  inches 
wide,  10.4  inches  high  and  just 
1.5  inches  deep).  Yet  within  that 
compact  package  is  a  full  range 
of  up-to-the-minute  computing 
power:  an  Intel  486SX  processor 
running  at  33  megahertz,-  a  9.5- 
inch  LCD  monitor  with  256  col- 
ors at  640x480  pixel  resolution,-  a 
full-size,  83-key  keyboard  and  an 
integrated  pointing  device,-  4 
megabytes  of  standard  system 


The  portable  computers  from  AST  Research  are  small,  powerful 

AND  PACKED  WITH  SPECIAL  FEATURES  FOR  THE  TRAVELING  EXECUTIVE. 


memory  that  can  be  expanded  to 
20MB;  a  250MB  or  340MB  hard 
drive,  and  a  standard  external  3.5- 
inch  floppy  that  connects  through 
the  parallel  port.  Prices  for  the 
Ascentia  500S  begin  at  about 
$2,300. 

Another  new  model,  the 
AST  Ascentia  800N  Value 
Notebook,  is  even  more  power- 
ful. The  compact,  5.9-pound 
Ascentia  800N  can  be  purchased 
with  the  lightning-fast  50MHz 
Intel  486  DX2  processor.  It  also 
comes  complete  with  a  removable 
3.5-inch  floppy  drive  so  that  a 
second  battery  can  be  placed  in 
the  drive  bay  to  increase  the 
Ascentia's  battery  life  to  six  hours. 
Prices  for  the  Ascentia  800N 
begin  at  about  $2,350. 

The  new  models  "reflect 
AST's  mission  to  deliver  no- 
compromise  mobile  computing 
solutions  to  a  range  of  customers," 
says  Steven  Andler,  AST's  director 
of  marketing.  "Traveling  profes- 
sionals rely  more  and  more  on 
their  mobile  computers.  We  have 
responded  to  their  needs  for 
increased  power  and  flexibility 


while  reducing  size  and  cost." 

For  travelers  who  use  their 
portable  computers  both  at  home 
and  on  the  road,  AST  produces 
the  high-performance  AST 
Ascentia  900N  series.  These 
notebook-size  computers  weigh 
as  little  as  6.6  pounds,  but  are 
loaded  with  extraordinary  power:: 
a  processor  as  fast  as  75MHz; 
color  monitors  as  large  as  10.4 
inches,  removable  340MB  or 
510MB  hard  drives,-  an  integrated! 
track  stick  pointing  device,-  and 
a  system  memory  that  can  be 
expanded  to  32MB.  The  900N 
series,  which  has  retail  prices 
starting  at  about  $3,400,  also  has 
interfaces  for  external  video  moni 
tors  and  keyboards. 

"As  notebook  computers 
become  increasingly  powerful," 
explains  Andler,  "more  and  more 
people  are  using  them  as  their 
primary  computer.  The  Ascentia 
900N  is  the  solution  ...  for  cus- 
tomers not  only  looking  for  the 
power  to  work  on  the  road,  but 
for  a  total  solution  that  includes 
communications,  connectivity 
and  expandability  options." 


Whoever  Said  There's  no  Such  Thing  As 
Overnight  Success  never  stayed  At  A  Hyatt. 


No  Phone  Access  Charges  •  In-Room  Fax  •  Printers  and  Copiers  •  Express  Breakfast 


At  Hyatt,  overnight  success  stories  are  business  as  usual— thanks  to  Hyatt  Business  Plan. 
You  can  take  advantage  of  a  personal  work  space  and  desk  phone  with  no  phone  access  charges,*  in-room  fax,** 
and  24-hour  access  to  photocopiers  and  printers  on  your  floor.  As  well  as  express  breakfast  and  a  morning  newspaper. 
A  terrific  value  considering  Business  Plan  is  just  $15  over  the  regular  room  rate.  After  all,  nothing  makes  you 
feel  better  in  the  morning  than  a  good  night's  work.  Call  your  travel  planner  or  Hyatt  at  1-800-233-1234. 


H  Y AT  T 


We've  Thought  Of  Everything/ 

Hyatt  Hotels  and  Resorts  are  managed  by  two  separate  groups  of  companies  -  companies  associated  with  Hyatt  Hotels  Corp.  and  companies 
associated  with  Hyatt  International  Corp.  ©  1994  Hyatt  Corp.  *  No  phone  access  charges  for  800#'s.  local  calls,  and  credit  card  calls.  "Fax  machine  charged  per  usage. 


Our  Business  Services  Are  Designed  To  Improve  Your  Standing 
Not  Just  With  The  CEO,  But  Also  With  The  CFO. 

The  Great  Value  Of  Hyatt's  Portfolio  Of  Business  Services 
Makes  It  The  Smart  Choice  When  You  Travel 


Hyatt  Business/Ian 

Achieve  overnight  success  with  Hyatt's  program 
designed  to  keep  you  more  productive  while  on  the  road. 


H  YATT 

GOLD  PASSPORT 


Gold  Passport  rewards  you  with  added  benefits  while  each  stay  earns  you  points 
towards  free  nights  —  so  you  always  get  more  than  you  bargained  for. 
Call  1-800-63-HYATT  to  enroll  today. 


Regency  Club 

Business  is  always  a  pleasure  on  Hyatt's  special  Regency  Club  floor. 
Featuring  VIP  amenities,  specially  trained  staff  and  an  exclusive  lounge  for  work  or  play, 
it's  the  ultimate  in  Hyatt  service. 


Tough  An&  Go 

(  _AUIOMATEB£H£CK-IN/CHKK'OUT  SERVICES 

Hyatt's  got  you  coming  and  going  with  1-800-CHECK-IN;  Instant  Check-In  and 
Video  Check-Out—  aimed  to  speed  up  your  arrival  and  hurry  you  home. 


For  reservations,  call  your  travel  planner  or  Hyatt  at  1-800-233-1234. 


ARIZONA 

Hyatt  Regency  Phoenix  ■ 
CALIFORNIA 

Hyatt  Regency  Alicante  (Anaheim)  ■ 

Hyatt  at  Fisherman's  Wharf  (San  Francisco)  ■ 

Hyatt  Regency  Irvine  ■  • 

Hyatt  Islandia  (San  Diego)  ■  • 

Hyatt  Regency  La]olla 

Hyatt  Regency  Long  Beach  ■ 

Hyatt  Regency  Los  Angeles  ■  • 

Hyatt  at  Los  Angeles  Airport  ■  • 

Hyatt  Regency  Monterey  • 

Hyatt  Newporter  (Newport  Beach)  ■ 

Hyatt  Regency  Suites  Palm  Springs 

Hyatt  Rickeys  (Palo  Alto)  ■ 

Hyatt  Regency  Sacramento  ■  • 

Hyatt  Regency  San  Diego  ■  • 

Hyatt  Regency  San  Francisco  ■  • 

Hyatt  Regency  San  Francisco  Airport  ■  • 

Grand  Hyatt  San  Francisco  ■  • 

Hyatt  San  lose  '■• 

Hyatt  on  Sunset  (Los  Angeles)  ■ 

Hyatt  Westlake  Plaza  ■ 

CANADA 

Hyatt  Regency  Vancouver  ■  • 
COLORADO 

Hyatt  Regency  Denver  *• 

Hyatt  Regency  Tech  Center  (Denver)  ■  • 

i  owl  i  IkUT 

Hyatt  Regency  Greenwich  ■ 


DlSTKk  1  01  i  01  CVIBIA  AREA 
Hyatt  Arlington  ■ 
Hyatt  Regency  Bethesda 
Hyatt  Regency  Crystal  City  • 
Hyatt  Dulles  ■  • 
Hyatt  Fair  Lakes  ■ 
Hyatt  Regency  Reston  ■  • 
Grand  Hyatt  Washington  ■• 
Hyatt  Regency  Washington  n  • 
FLORIDA 

Hyatt  Regency  Coral  Gables  (Miami)  ■ 
Hyatt  Regency  Miami  • 
Hyatt  Orlando  ■ 

Hyatt  Regency  Orlando  International  Airport  ■ 
Hyatt  Sarasota  ■ 
Hyatt  Regency  Tampa  ■ 
Hyatt  Regency  Westshore  (Tampa  lnt'1  Ail 
GEORGIA 

Hyatt  Regency  Atlanta  ■  •  » 
Hyatt  Regency  Savannah  ■ 
Hyatt  Regency  Suites  Perimeter 

Northwest  (Atlanta)  ■ 
ILLINOIS 

Hyatt  Regency  Chicago  ■• 
Hyatt  Deerfield  ■ 
Hyatt  Lisle  ■ 

Hyatt  Regency  Oak  Brook  ■ 
Hyatt  Regency  O'Hare  (Chicago)  mm  i 
Hyatt  on  Printers  Row  ■ 
Hyatt  Regency  Woodfield  ■ 


INDIANA 

Hyatt  Regency  Indianapolis  ■ 
KENTUCKY 

Hyatt  Regency  Lexington  ■  • 
Hyatt  Regency  Louisville  ■  • 
LOUISIANA 

Hyatt  Regency  New  Orleans  ■  • 
MARYLAND 

Hyatt  Regency  Baltimore  ■  • 
Hyatt  Regency  Bethesda  ■ 
U  \SS  \CHL'SI.TTS 
Hyatt  Regency  Cambridge  ■  • 
Harborside  Hyatt  Conference 
•         Center&  Hotel  (Boston)  ■ 
MICHIGAN 

Hyatt  Regency  Dearborn  ■ 
■  •  MINNESOTA 

Hyatt  Regency  Minneapolis  ■• 
MISSOURI 

Hyatt  Regency  Crown  Center  (Kansas  City) 

Hyatt  Regency  St.  Louis  ■  • 

NEW  1ERSEY 

Hyatt  Cherry  Hill  ■ 

Hyatt  Regency  New  Brunswick  ■ 

Hyatt  Regency  Princeton  ■ 

NEW  MEXICO 

Hyatt  Regency  Albuquerque  ■  • 
NEW  YORK 

Hyatt  Regency  Buffalo  ■ 
Grand  Hyatt  New  York  ■  • 


Hyatt  Regency  Rochester  ■  • 
NORTH  CAROLINA 
Hyatt  Charlotte  ■ 
OHIO 

Hyatt  on  Capitol  Square  (Columbus)  ■• 

Hyatt  Regency  Cincinnati  ■  • 

Hyatt  Regency  Columbus  ■  • 

PENNSYLVANIA 

Hyatt  Regency  Pittsburgh  ■ 

SOUTH  CAROLINA 

Hyatt  Regency  Greenville  ■ 

TENNESSEE 

Hyatt  Regency  Knoxville  ■ 
TEXAS 

Hyatt  Regency  Austin  ■ 

Hyatt  Regency  Dallas  ■  • 

Hyatt  Regency  DFW  ■  • 

Hyatt  Regency  Houston  ■ 

Hyatt  Regency  San  Antonio  ■ 

VIRGINIA 

Hyatt  Arlington  ■ 

Hyatt  Regency  Crystal  City  ■ 

Hyatt  Dulles  ■  • 

Hyatt  Fair  Lakes  ■ 

Hyatt  Regency  Reston 

Hyatt  Richmond  ■ 

WASHINGTON 

Hyatt  Regency  Bellevue  ^Seattle)  ■  • 
WISCONSIN 

Hyatt  Regency  Milwaukee  ■ 


■  Indicates  Hyatt  Business  Plan  available  •  Indicates  Regency  Club  available  a  Indicates  Touch  and  Go  available 

Gold  Passport  and  1-800-CHECK-IN'  are  available  at  all  locations. 
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On-the-road  Computer 
Communications 

Being  able  to  compute  on 
the  road  is  remarkable, 
of  course.  But  being 
able  to  communicate 
while  on  the  road  is 
even  better.  Making  laptop  and 
desktop  varieties  of  computers 
that  can  communicate  is  the  spe- 
cialty of  the  Delrina 
Corporation. 

The  Delrina 
Communications 
Suite  is  an  ingenious 
package  of  four  soft- 
ware products  and 
communications  ser- 
vices that  work  together  to  allow 
computers  to  manipulate  fax  and 
data  information  easily  and  in  a 
totally  integrated  fashion. 

^  WinComm  PRO  is  a  compre- 
hensive Windows-based  com- 
munications application  that 
allows  computer  users  to  per- 
form a  number  of  on-line 
activities  such  as  logging  onto 
bulletin  boards  and  informa- 
tion services,  connecting  to 
mainframe  computers  and  per- 
sonal computers,  and  upload- 
ing and  downloading  files 
between  systems.  WinComm 
PRO  features  eight  predefined 
"scrips"  for  dialing  major  on- 
line services  such  as  MCI  Mail, 
CompuServe  and  Dow  Jones, 
and  it  supports  transmission 
speeds  of  up  to  1 15,200  bps. 


iWinFax  PRO  4.0  is  the  leading 


personal  computer  fax  soft- 
ware in  the  world  with  more 
than  four  million  users. 
Besides  allowing  a  mobile  or 
desktop  computer  to  send  or 


receive  messages  from  fax 
machines  worldwide,  the  program 
has  a  series  of  special  functions 
for  traveling  executives:  fax  auto- 
forwarding  allows  a  user  to  auto- 
matically forward  faxes  to  another 
location,  robust  dialing  supports 
up  to  six  dialing  sequences,  allow- 
ing travelers  to  use  different  credit 
cards  for  long-distance  fax  calls, 
and  phone  book  preferences  allow 
business  travelers  to  customize 
the  built-in  phone  book. 

^^Delrina  Fax  MailBox  is  an 
enhanced  fax  messaging  ser- 
vice that  offers  subscribers  a 
virtual  fax  "mailbox"  with 
their  own  800  number. 
The  mailbox  receives  and 
stores  faxes  until  the  user 
decides  to  retrieve  them. 
Unlike  other  services, 
Delrina  Fax  MailBox 
allows  travelers  to  retrieve 
faxes  directly  into  their 
computers. 

Delrina  Fax  Broadcast  Service, 
explains  Delrina  President 
Mark  Skapinker,  allows 
computer  users  to  "fax  a 
document  to  a  virtually 
unlimited  number  of  loca- 
tions as  easily  and  quickly 
as  sending  a  single  fax." 
The  service  also  automati- 
cally generates  a  cover 
page  that  features  a  sta- 
tion identifier  and  the 
recipient's  name.  In  addi- 
tion, Delrina  provides  a 
coupon  for  $50  worth  of 
broadcast  faxing. 

The  Delrina  Communi- 
cations Suite  carries  a  list 
price  of  $179  and  sells  at 
retail  for  less  than  $120. 


The  Delrina 
Communications  Suite 
allows  personal  computers 
to  easily  manipulate  fax 
and  data  information. 


On  The  Road 
Without  Wires 

f  communications  via  mobile 
computers  and  communications 
software  is  not  always  desir- 
able, there  is  still  no  need  to  be 
out  of  touch  on  the  road.  The 
advent  of  wireless  communica- 
tions means  business  travelers  can 
stay  in  touch  around  the  clock 
anywhere  in  the  world. 

One  of  the  leaders  in  wireless 
communications  -  and  one  of  the 
companies  upon  which  business 
travelers  depend  to  keep  in  touch 
-  is  the  SkyTel  Corporation 
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Delrina  Fax  Broadcast  Service 


First  And  Business  Class  To  Europe 

How  alike  we  are,  and  yet  how  different.  That's  why  American  is 
pleased  to  announce  the  most  individualized  service  ever  in  First 


and  Business  Class  to  Europe.  With  new  dining  options  tailored 
personal  schedules  and  tastes.  A  staff  trained  to  anticipate  i\ 
respond  to  singular  needs.  And  priority  check-in  and 


iling  that give  priority  to  your  valuable  time.  Because  while 
ly  thousands  of  people  to  Europe  daily,  when  it  comes  to 
reciating your  individuality,  we  couldn't  be  more  American. 


AmericanAirlines 

Something  special  to  Europe?1 
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The  Washington-based  wireless 
messaging  company  has  more 
than  330,000  subscribers  in  the 
United  States.  Its  SkyTel  system 
covers  90%  of  the  most  traveled 
destinations  in  the  nation,  includ- 
ing all  50  states,  1 1,000  cities  and 
towns,  the  Virgin  Islands  and 
Puerto  Rico.  The  company  also 
offers  business  travelers  interna- 
tional coverage  for  wireless  mes- 
saging in  Canada,  Mexico,  much 
of  South  America,  Bermuda,  the 
Bahamas,  Hong  Kong,  Malaysia 
and  Singapore.  SkyTel  Local  ser- 
vice offers  customers  local  paging 
services. 

SkyTel's  portable  messaging 
system  may  look  something  like  a 
traditional  "beeper"  or  "pager,"  but 
the  credit-card-size  device  offers 
much  more.  SkyTel  subscribers 
can  use  their  alphanumeric  mes- 
saging systems  to  connect  with  E- 
mail  and  voice  mail,-  receive  text 
messages,  receive  wireless  con- 
nections to  business  information 
services  such  as  Dow  Jones  and 
Reuters,  get  stock  quotes,-  and,  of 


course,  get  "beeped"  for  tele 
phone  calls  from  around  the 
world. 

SkyTel  recently  intro- 
duced SkyFax,  its  latest 
advance  in  wireless  commu- 
nications. SkyFax  is  a  wire- 
less facsimile  mailbox  that 
provides  notification,  deliv- 
ery and  management  of  fax 
documents  through  the 
existing  SkyTel  system. 
"SkyFax  is  a  fundamental  tool  for 
professionals  who  depend  on 
information  that  arrives  via  fax  - 
regardless  of  time  or  location," 
explains  SkyTel's  Ray  O'Brien, 
senior  vice  president,  sales  and 
marketing.  SkyFax  "vastly 
improves  the  ease,  control  and 
confidentiality  of  fax  communica 
tions  for  travelers  who  are  on  the 
road  or  working  in  groups  at 
remote  sites." 

In  fact,  says  O'Brien,  SkyFax 
was  developed  based  on  com- 
ments from  SkyTel  subscribers 
who  were  having  trouble 
receiving  faxes  while  on  the 
road.  "Our  customers  com- 
plained about  fax  docu- 
ments being  lost,  sent  to  an 
incorrect  number,  or  to  a 
fax  machine  in  a  hotel 


COHERENT  CONFERENCING 


Companies  rely  on  audio  and  video  conferencing  as  an  alternative  to 
business  travel.  Coherent  Communications  Systems,  a  leader  in  confer- 
encing products,  produces  several  high-tech  devices  that  have  increased 
the  quality  and  ease  of  video  and  audio  conferencing: 

ConferenceMaster  is  a  portable  teleconferencing  audio  system  that 
provides  CD-quality  sound  and  simultaneous,  two-way  conversation. 
The  ConferenceMaster  100  can  accommodate  up  to  20  participants  in 
rooms  as  large  as  20-by-20  feet.  The  ConferenceMaster  300  handles  up 
to  40  participants  in  rooms  as  large  as  20-by-40  feet. 

The  Voicecrafter  3000  offers  high-quality  audio  for  videoconfer- 
encing applications.  The  device's  16-bit  sampling  code  provides  the  most 
precise  sound  reproduction  available,  and  its  65  db  echo  cancellation  is 
greater  than  any  competing  product.  Best  of  all,  the  Voicecrafter  3000  is 
priced  at  just  $2,495,  about  half  the  cost  of  comparable  products. 


SKYTEt  SUBSCRIBERS  CAN  CONNECT 
WITH  E-MAIL  AND  VOICE  MAIL, 
RECEIVE  FAXES,  AND  CONNECT  TO 
BUSINESS-INFORMATION  SERVICES. 

where  they  had  just  checked  out." 

To  transmit  a  fax  document  to 
a  SkyFax  subscriber,  a  sender  need 
only  remember  one  toll-free  num- 
ber. Regardless  of  his  or  her  loca-  j 
tion,  the  recipient  of  the  fax  is 
notified  of  an  incoming  fax.  To 
receive  and  read  the  fax,  the 
recipient  can  direct  it  to  any 
nearby  fax  machine  by  dialing  a 


Coherent  Communications 
offers  high-quality  audio  for 
videoconferencing  applications 
at  extremely  competitive  prices. 

toll-free  number,  then  entering 
a  security  code  and  a  transmit 
command. 

SkyTel,  says  O'Brien,  frees 
business  travelers  from  constantly 
calling  to  check  voice  mail,  E-mail 
or  fax  messages,  it  is  "the  opportu- 
nity to  be  much  more  productive 
and  a  lot  less  hassled."  Business 
travelers  can  now  "manage  the 
technology  instead  of  having  the 
technology  manage  them." 


You  can't  sleep.  You  can't  call  room  service. 
At  least  now  you  can  get  all  your  faxes. 


/  ou'd  rest  a  lot  easier  knowing  you  could  get 
I  your  faxes  whenever  and  wherever  you  want, 
ght?  Well,  thanks  to  new  Delrina  Fax  MailBoxT,M 
ou  can  do  just  that. 

Now  when  someone  wants  to  send  you  a  fax, 
\ey  simply  send  it  to  your  Fax  MailBox  —  using 
our  own  personal  800  number  which  we  pro- 
ide.  You  can  be  in  a  meeting,  in  the  air,  even  in 
□kyo  and  you'll  never  miss  another  fax. 

To  retrieve  faxes  with  a  PC  or  laptop,  simply  use 
>elrina  WinFax  PRO™  4.0  and  a  fax  modem  — 


downloading  takes  just  one  easy  click.  Or  call 
your  800  number  and  enter  your  password  to 
receive  them  via  fax  machine.  If  you  have  a  pager, 
we'll  notify  you  the  instant  you  get  a  fax.  Never 
again  will  your  confidential  faxes  end  up  in  the 
wrong  hands,  or  arrive  too  early  or  late. 


Order  now  and  get  your  first  month  A 

A. 


free,  plus  ten  free  pages*  So 
try  Delrina  Fax  MailBox 
today.  And  tonight  you'll  be 
able  to  get  your  faxes. 


Delrina 


FAX  MAILBOX 

1-800-238-8981 


'Customer  must  call  Delrina  to  discontinue  service  prior  to  end  of  trial  period.  ©  1994  Delrina  Fax  MailBox  and  Delrina  Communication  Service*  are  trademarks  of  Delnna  (Seattle)  Corporation 
WinFax  PRO  is  a  trademark  and  Delnna  is  a  registered  trademark  of  Delnna  (Canada)  Corporation 


What  good  is  raw  MIS  material, 

't  S  ca''ec'  ^e  'ierc'  ment;a''ty-  Most  banks  deliver  plenty  of  MIS  material,  but 
their  reports  can  often  follow  the  same  pattern  for  every  company.  How  can  that 
possibly  fit  your  company's  unique  T&F.  program  needs? 
Delivering  tailor-made  T&E  analysis  is  specifically  what  the  Management  information  Systems  of 
American  Express  is  designed  to  do.  We  pioneered  the  business.  We  help  you  take  your  rav 
MIS  material  and  make  something  of  it.  Something  substantial. 

With  over  20  years  of  experience,  we  have  an  understanding  of  what's  essential  to  managing  T&E  spending  mc 
effectively:  customized,  expert,  concise  T&E  analysis.  Our  team  of  consultants,  account  managers  and  MIS  analysts  won 
with  you  and  for  you.  Using  state-of-the-art  technology,  our  experts  carefully  examine  your  data  to  deliver  actionable 
solutions  to  help  reduce  your  company's  T&E  expenses. 


unless  you  know  what  to  make  of  it? 


Rexport,  Inc  Top  City  Pairs 


Because  American  Express  Travel  Management  Services  is  wholly  owned,  we're  not  dependent  on  various 
•utside  resources  for  managing  information.  We  deliver  the  precise  information 
ou  need  when  you  need  it.  Using  tools  such  as  preferred  supplier  information, 
'AT  reporting,  comprehensive  global  MIS  consolidation  and  client-designed 
leports  on  Request,  we  manage  your  company's  entire  billing  and  information 
irocess  from  start  to  finish  to  follow-up. 

We  give  you  the  facts,  the  insight,  the  negotiating  and  buying  power  to  keep  your  bottom  line  looking  sharp, 
"i  today's  business  world,  that  kind  of  tangible  information  is  the  very  fabric  of  success. 
Travel  American  Express  Travel  Management  Services. 


ISSggs  Management 


Services 


We're  all  business. 


1994  American  Express  Travel  Related  Services  Company,  Inc. 
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Faster,  Better,  Smaller 

Portable  dictating  equipment  may 
not  seem  like  high  technology  on 
the  order  of  wireless  fax  machines 
and  notebook-size  computers.  But 
for  the  business  traveler,  dictation 
equipment  perfectly  fills  the  high- 
tech bill:  small,  light,  compact 
and  totally  portable,  and  a  wizard 
at  improving  on-the-road  produc- 
tivity. 

How  much  more  productive 
can  a  portable  dictating  device 
make  a  business  traveler?  Execu- 
tives can  dictate  six  times  faster 
than  they  can  write,  according  to 
Lanier  Worldwide,  a  market 
leader  in  dictating  equipment  for 
60  years.  Moreover,  Lanier  says, 
transcriptionists  can  type  from 
recorded  dictation  33%  faster 
than  from  handwritten  material. 

Dictating  has  certainly  not 
lost  its  punch  in  the  era  of 
portable  computers.  "Everyone 
has  a  laptop,  but  business  travel- 
ers still  dictate  because  of  the  pro- 
ductivity aspect,"  explains  Robert 
Johnson,  a  Lanier  marketing  man- 
ager. "You  can  dictate  and  not  lose 
your  thoughts.  If  you're  typing, 
your  thoughts  can  get  jumbled 
while  you  struggle  with  the  key- 
board. Most  executives  can  talk 
almost  as  fast  as  they  can  think.  I 
don't  know  any  executive  who 
can  pick  at  a  computer  keyboard 
as  fast  as  he  can  think." 

Dictating  equipment  is  also 
compact,  extremely  cost-effective 
and  increasingly  easy  to  use.  The 
Lanier  Pocket  Secretary  22,  for 
example,  weighs  just  5.4  ounces 
including  batteries  and  case,  and 
can  slip  into  a  shirt  pocket.  It  is 
powered  by  nothing  more  com- 
plicated than  a  pair  of  AA  batter- 
ies, yet  provides  up  to  one  hour 


Power  Solution  software 
from  American  Express 
offers  a  travel  manage- 
ment system  in  a  wlndow- 
based  personal  computer 
environment. 


FAST  AND  EASY  TRAVEL  MANAGEMENT 


High  technology  doesn't  only 
affect  business  travelers  on  the  per- 
sonal productivity  level.  Besides  the 
laptop  computers  and  portable  faxes 
carried  by  traveling  executives,  there 
is  a  whole  series  of  high-tech  products 
and  services  aimed  at  corporate  travel 
management. 

American  Express  and  its 
Competitive  Technologies  division 
recently  introduced  the  Power 
Solutions  line  of  computer  software 
to  help  travel  managers  more  effec- 
tively analyze  travel  patterns.  The 
software,  called  "Card  Power"  and 
"TripPower,"  operates  with  Windows 
and  any  IBM-compatible  personal 

computer  with  an  Intel  486  processor  and  8  megabytes  of  memory. 

The  programs,  with  their  Windows-based,  multiple-screen  format, 
allow  travel  managers  to  find  quick  answers  to  a  whole  range  of  travel 
management  questions.  In  addition,  color  graphics  and  the  ability  to  cut 
and  paste  graphs  into  other  programs  allow  users  to  easily  produce  pre- 
sentations on  travel-management  issues  for  senior  management. 

TripPower  "is  easy  to  use  and  fast,"  says  Joseph  Monaghan,  manager 
of  travel  services  for  Dr  Pepper/Seven-Up,  a  large  beverage  company 
that  has  been  a  test  site  for  the  software.  "It  provides  me  with  the  travel 
information  necessary  to  manage  my  department." 

Unlike  many  travel-management  reporting  products,  TripPower  and 
CardPower  do  not  require  extensive  computer  expertise  or  complex 
mainframe  data-processing  interfaces.  American  Express  and 
Competitive  Technologies  also  provide  access  to  a  dedicated,  full-time 
support  staff. 

All  of  American  Express'  most  popular  travel  and  entertainment 
reports  can  be  generated  with  a  few  clicks  of  a  mouse,  and  the  software 
allows  users  to  create  an  unlimited  number  of  customized  reports.  For 
example,  users  of  the  Power  Solutions  line  can  help  division  managers 
generate  figures  on  travel  spending.  Without  interrupting  other  tasks, 
users  can  click  over  to  the  TripPower  or  CardPower  window,  build  a 
report,  create  a  graphic  and  paste  it  into  a  memo  in  their  word-process- 
ing program. 

The  Power  Solution  software  products  are  the  first  to  reflect  the  syn- 
ergy between  American  Express  Travel  Management  Services  -  the  coun- 
try's largest  business-travel  services  -  provider  -  and  Competitive 
Technologies  -  a  company  American  Express  acquired  two  years  ago. 


of  recording  time.  With  a  cost  of 
around  $280,  the  Pocket  Secre- 
tary 22  also  includes  a  raft  of  spe- 
cial features:  one-button  control 
for  the  record,  rewind,  listen  and 


stop  functions,-  an  audible  fast- 
forward  mode,-  and  the  capacity 
for  private  listening  so  seatmates 
can't  overhear  the  material 
recorded. 


'T  Sheraton,  you'll  find  desks  with 
les,  morning  newspaper  delivery, 
e  makers,  and  exclusive  Club  Level 

[AY  AT  SOME  OF  THE 
OREO'S  DEST  HOTEES 
\ND  GET  A  CHANCE 
TO  STAY  AT  THE 
IREO'S  DEST  RESORTS 


s*  Plus,  you'll  be  able  to  stay  in 
i  with  your  office  easily  by  using 
T&T  Corporate  Calling  Card.  If  you 
already  have  an  AT&T  Corporate 
ig  Card,  call  1-800-682-1060  today 
der  one.  As  for  vacations,  join 
iheraton  Club  International,  and 
1  quickly  earn  ClublVliles  toward 
travel  and  hotel  stays  in  any  of 
vorld  class  resorts.  For  reser- 
ns,  call  your  travel  professional 
TT  Sheraton  ^atct 
800-325-3535. 


Corporate 


83b  000  1890  mi 

JEFF  SMITH 
•9I2SJ  »W  000  'mo  "■<*'■' 


ITT 


Sheraton 


Sheraton  Chicago  Hotel  &  Towers,  I  SA 


WOREO  REVOEVES  AROUND  YOU 

»w  of  the  ITT  Sheraton  properties  around  the  world:  South  America:  Sheraton  Buenos  Aires  Hotel  &  Towers,  Sheraton  San  Cristohal  Hotel  &  Towers,  Sheraton  Rio  Hotel 
'rs  Mexico  &  Caribbean:  Sheraton  Maria  Isabel  Hotel  &  Towers,  Sheraton  Port  I)e  Plaisance  Resort  &  Casino  Canada:  Sheraton  Centre  Toronto  Hotel  &  Towers,  Le  Centre 
Hotel  &  Towers  Europe:  Sheraton  Park  Tower  Hotel.  London.  Sheraton  Brussels  Hotel  &  Towers  Asia:  Sheraton  Hong  Kong  Hotel  &  Towers,  Royal  Orchid  Hotel  &  Towers, 
,  Sheraton  Grande  Tokyo  Bay  Hotel  &  Towers,  Sheraton  Fiji  Resort  'Available  at  most  ITT  Sheraton  hotels  in  major  U.S.  cities.  SCI  available  at  participating  properties  only. 
IT  Sheraton  Corporation.  S 
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Executives  can  dictate  with 
Lanier  portable  dictation  sys- 
tems SIX  TIMES  FASTER  THAN  THEY 
CAN  WRITE. 


While  the  Lanier  Pocket 
Secretary  2  5  is  priced  not  too 
much  higher  (about  $340)  and 
weighs  just  one  additional  ounce, 
it  is  packed  with  extraordinarily 
effective  extra  features:  a  "confer- 
ence" mode  allows  the  micro- 
phone to  record  meetings,-  end- 
of-document  queuing  separates 
dictated  documents,  a  dual-speed 
function  allows  for  up  to  two 
hours  of  recording,-  and  "last  word 
scan"  automatically  fast-forwards 
the  tape  to  the  last  spoken  word. 
There's  even  what  Lanier  calls  a 
"thought  finder  display."  This 
device  displays  the  length  of  dic- 
tation in  minutes  and  tenths  of 
minutes  while  recording,  allowing 
the  user  instant  access  to  what- 
ever portion  of  a  dictated  docu- 
ment is  desired. 


High  Tech  in  the  Air 

The  advance  of  high-tecl 
business  tools  has  not 
gone  unnoticed  by  the 
nation's  major  airlines. 
All  are  rushing  to  offer 
business  travelers  the  kind  of  too 
they  need  to  keep  in  touch  while 
in  flight.  One  carrier,  Phoenix- 
based  America  West  Airlines,  is; 
installing  a  sophisticated  commu 
nications  system  at  every  seat  on 
every  jet  in  its  fleet. 

"We're  moving  toward  the 
digital  age,"  says  Michael 
Leonard,  America  West's  director 
of  in-flight  services.  "We're 
putting  an  advanced  telephone 
communications  and  business  dat 
system,  complete  with  a  video 
screen,  in  the  seatback  of  every 
seat  on  all  85  of  our  planes.  By 


DIGI1AL  PHONE  CALLING.  FAXING.  CONFERENCE  CALLING.  STOCK  QOOTES.  LIVE  RADIO.  VIDEO  & 

We  call  it  FlightLinht  And*  even  "techies"  who  aren't  easily  impressed  call  it 
of  the  world's  most  advanced  air-to-ground  communications  and  entertainment  syst 
We  re  in  the  process  of  installing  FlightLink  at  every  seat,  aboard  every  America  Wes 
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America  West  is  installing  pas- 
enger  communications  systems 
i  every  seat  on  all  of  its  jets. 


ne  end  of  the  year,  we  expect  to 
ave  the  entire  fleet  ready  to  go." 

The  America  West  system, 
ailed  FlightLink,  is  supplied  by 
i-Flight  Phone  Corporation,  and 
offers  a  wide  variety  of  commu- 
ications,  entertainment  and 
lformation  options.  "FlightLink  is 
mch  more  than  a  phone," 


explains  Frank  M. 
Schubert,  vice  presi- 
dent of  customer  ser- 
vice at  America  West. 
"It's  a  total  passenger 
communications  sys- 
tem that  will  make 
flying  time  more  pro- 
ductive, informative 
and  entertaining." 

The  FlightLink  system  consists 
of  a  viewing  screen  installed  in 
each  seatback  and  a  telephone 
headset  with  an  alphanumeric  key- 
pad and  game  controller  buttons. 
Among  FlightLink's  options  are: 

Telephone  communications 
with  air-to-ground  service 
that  costs  just  $2  per  minute. 

Video  games  that  can  be 
played  for  $3  per  flight. 


A  facsimile  service  that 
enables  passengers  to  send 
messages  for  $  1 .50  each. 


^^A  stock-quote  retrieval  sys- 
tem that  allows  passengers  to 
get  up-to-date  stock  informa- 
tion for  just  75  cents  per 
quote. 

^^Data  communications  that 
let  passengers  with  portable 
computers  transmit  at  modem 
speeds  of  9600  bps. 

^^A  live  radio  system  that  pro- 
vides nine  channels  of  contin- 
uous news,  sports  and  enter- 
tainment. 

Services  including  ground- 
to-air  paging,  airport  and  gate 
data,  weather  information  and 
travel  reservations. 


[Lotus  to  m 


'  of  all,  it'll  be  available  at  very  down-to-earth  rates.  So  if  you've  ever  been  on 

ne  wishing  for  the  conveniences  of  your  office... or  wishing  to  forget  all  about    ^^^^^fffl^fj^ O^^fcst 

office... you  11  find  the  future  well  worth  waiting  for. 


LOW  FARES.  AND  THE  RESPECT  YOU  DESERVE" 
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John  D.  Goeken,  founder 
and  chief  executive  of  In-Flight 
Phone,  says  that  "eighteen 
months  of  hard  data  collected 
from  FlightLink  usage  on  com- 
mercial airlines  have  shown  us 
that  passengers  want  and  use  not 
only  our  communications  features, 
but  the  entertainment  and  infor- 
mation services  as  well." 

Games  have  been  especially 
successful  on  FlightLink.  Says 
Michael  Leonard  of  America 
West,  "We  expect  more  revenue 
from  the  games  than  from  the 
phones." 


The  Pioneer  of  Airline 
Communications 

The  whole  idea  of  air-to-ground 
communications  was  pioneered 
by  GTE  Airfone 
Incorporated,  the  com 

pany  that  created  and 
launched  in-flight  tele- 
phone service  in  1984. 
Since  that  time,  GTE 
Airfones  and  GTE 
Seatfones  have  been 
installed  on  more  than 
2,000  aircraft  that  are 
operated  by 
more  than  a 
dozen  domestic 
and  international 
airlines.  The 
company  esti- 
mates that  42 
million  calls  have 
been  placed  from 


commercial  aircraft  on  its  "public 
phones  in  the  sky." 

There  are  currently  two  types 
of  Airfone  service.  The  original 
Airlone,  placed  in  public  areas  of 
jetliners,  and  the  Seatfone  system, 


Trie  business  traveler  s  most 
important  carry- on  item. 


OrVK  IVJl  With  SkyTel w*  1  ocal,  national  and  international 

coverage,  it's  easy  to  stay  in  touch.  Especially  when  you  can't  stay  put. 


Free  Trial  Offer!  Call  1-800-286-1229. 


'Available  only  for  new  subscribers  of  SkyTel  who  satisfy  applicable  qualifications.  Some  restrictions  apply    ©  1994  SkyTel 


GTE  Airfone  is  launching 

GROUND-TO-AIR  TELEPHONE 
SERVICE  ON  SEVERAL  HUNDRED 
PLANES  THIS  YEAR. 

which  is  placed  in  the  back  of  on< 
or  more  seats  in  each  row.  Both 
phones  can  be  activated  by  using 
a  major  credit  card,  a  local  tele- 
phone company  calling  card,  the 
AT&T  Calling  Card  or  the  MCI 
Card.  After  activating  the  system, 
the  air  traveler  simply  dials  the 
area  code  and  telephone  number. 

An  Airfone  call  to  anywhere 
in  the  United  States  or  Canada 
costs  $2.50  per  minute,  plus  a 
$2.50  set-up  charge  per  call. 
International  rates  are  $5  per 
minute,  plus  a  $5  set-up  charge 
per  call. 

Airfone  operates  through  a 
network  of  more  than  100  ground! 
stations  strategically  located 
throughout  the  United  States, 
Canada  and  Mexico.  Each  plane  i< 
equipped  with  radio  transmitter/ 
receivers  and  an  airborne  comput- 
er. The  computer  assists  the  trans- 
mitter/receivers in  selecting  the 
best  ground  computer  unit  at  a 
ground  station.  Once  a  ground 
station  has  been  selected,  the  call 
is  sent  via  radio  signals  to  the 
ground  station,  then  integrated 


The  future.  It  can  be  formidable,  even  treacherous.  It  all  depends  on  whether  you've  ^       \~  got  the  right  gear  or  not. 

sfy  m  COPY 

.anier  can  help.  Today,  most  Jwm\  comPan'cs  are  dealing  with  stand  alone,  single  function  units.  But  tomorrow  we  will 

FAX 

.  have  to  move  from  this  analog  world  to  a  multi-functional  digital  one.  Copying,  fax,  dictation  and  special  imaging  systems  will  all  be 

IMAGING 

one.  They  will  interlock  and  allow  you  to  distribute  documents  before  they  are  converted  to  paper.  We  are  ready  to  deliver  these  excit- 

%  DICTATION 
ing  technologies,  but  onl)  when  they  meet  your  needs  and  applications.  mT >Jm  We  have  been  pioneering  in  digital  technologj  for  over 

a  decade.  When  you  need  us  just  cali  1-800-708-7088.  Lanier.  You  might  say,  we're  you\  poll  inastorm.  Sk,  l^jjjfiK 


'RE  THE  PART  THAT'S 


)  HARRIS 


Lanier  Worldwide,  Inc. 


ADVERTISEMENT  22 


HE  I 


Business  Traveler 


into  a  worldwide  public-switch 
telephone  network. 

The  next  step  in  GTE 
Airfone's  evolution  is  the  GenStar 
system,  which  the  company  says 
will  offer  passengers  "the  most 
advanced,  dependable  and  flexible 
telephone  service  in  the  sky." 


GenStar  is  fully  digital  from  the 
handset  through  to  the  ground- 
based  telephone  network  and  is 
designed  to  exceed  ground  tele- 
phone system  standards  for  voice, 
data  and  fax  transmissions. 

To  celebrate  the  tenth 
anniversary  this  year  of  its  air-to- 
ground  telephone  service,  GTE 
Airfone  is  rolling  out  the  first 
major  advancement  offered  by 
GenStar:  ground-to-air  telephone 
service.  This  system  allows  callers 
on  the  ground  to  reach  business 


EUROPE  THE  AMERICAN  WAY 


Once  a  strictly  domestic  superpower, 
American  Airlines  has  grown  into  a  European 
giant,  too.  This  past  summer  season,  American 
operated  a  total  of  250  nonstop  overseas  flights  a 
week.  American  flights  to  Europe  departed  from 
nine  separate  U.S.  gateways  and  landed  at  13 
different  European  airports. 
American  Airlines'  growth  on  the  crucial  routes  between  the  United 
States  and  London  is  especially  impressive.  This  year  alone,  it  launched 
daily  nonstop  service  between  Philadelphia  and  London's  Heathrow 
Airport,-  introduced  daily  nonstop  service  between  its  Nashville  hub  and 
London's  Gatwick  Airport;  and  inaugurated  daily  nonstop  service 
between  its  Raleigh/Durham  hub  and  Gatwick.  American  also  upped  its 
nonstop  service  between  JFK  Airport  in  New  York  and  Heathrow  to  six 
daily  flights.  The  airline  also  flies  to  Manchester  (from  JFK  and  Chicago's 
O'Hare  Airport)  and  Glasgow  (from  Chicago). 

Late  this  summer,  American  opened  arrivals  lounges  at  Heathrow 
and  Gatwick  airports.  First-  and  business-class  customers  arriving  from 
the  United  States  can  use  the  free  lounges  for  a  variety  of  personal  and 
business  needs.  There  are  showers,  hair  dryers,  toiletries  and  trouser 
presses,  in  addition  to  facsimile,  photocopying  machines  and  telephones. 
The  lounges  also  serve 
tea,  coffee,  soft  drinks, 
continental  breakfast  and 
light  snacks. 

"The  arrival  lounges 
are  just  another  example 
of  our  commitment  to 
providing  the  best  in 
international  travel  ser- 
vices," says  Michael  W. 
Gunn,  American's  senior 

vice  president.  .  . 

American  Airlines  now  operates  more 

than  200  nonstop  flights  a  week 

between  the  united  states  and  europe. 


travelers  while 
they  are  on  an  air- 
craft equipped  with 
GenStar.  The 
process  is  remark- 
ably simple  consid- 
ering it  is  such  a 
dramatic  leap  in 
high-tech  commu- 
nications. 

Business  travel- 
ers register  to 
receive  an  Aircall 
number  and  Aircall 
card  free  of  charge. 
Travelers  give  their 
Aircall  number  to 
anyone  on  the 
ground  they 
believe  may  need 
to  call  them  while 
they  are  flying. 
When  the  business  traveler 
boards  an  aircraft  equipped  with; 
GenStar,  he  swipes  his  Aircall 
card  through  the  slot  on  the 
phone,  then  enters  his  seat  num 
ber.  Callers  wanting  to  reach  th> 
business  traveler  in-flight  dial 
1-800-AIRFONE,  are  prompted 
to  enter  the  Aircall  number  of  t\ 
traveler,  and  can  then  hang  up. 
At  the  seat  of  the  business  travei 
er,  the  GenStar  phone  rings  and 
offers  the  traveler  the  option  of 
accepting  or  declining  the  call. 
If  the  traveler  accepts,  the  syste 
automatically  redials  the  caller 
on  the  ground. 

The  whole  sequence  takes 
less  than  a  minute  to  complete 
and  only  the  business  traveler 
pays  for  the  call.  The  ground-tc 
air  calling  feature  was  schedulec 
to  be  available  by  September  1 
all  Delta  Shuttle,  USAir  Shuttle 
and  United  Airlines  transconti- 
nental flights.  By  the  end  of 
October,  the  GenStar  system  w! 
also  be  capable  of  providing  dat 
and  fax  capability.  According  to 
GTE,  a  total  of  several  hundred 
planes  will  be  equipped  with 
GenStar  by  the  end  of  the  year. 
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vatt  Hotels'  Business  Plan 
ogram  accommodates  the 
gh-tech  needs  of  today's 
jsiness  travelers. 


he  Next  Wave  of 

lOTEL  ROOMS 

The  traveling  executive's 
reliance  on  high-tech 
tools  has  not  escaped 
the  notice  of  the  nation's 
major  hotel  chains.  All 
e  struggling  to  fundamentally 
lange  -  or  at  least  repackage  - 
hat  they  offer  to  business  travel - 
s.  "Out"  are  mints  on  the  pillow 
id  exotic,  herb-scented  sham- 
dos  in  the  bathroom.  "In"  are 
:sks,  in-room  fax  machines  and 
i-demand  business  services. 

One  hotel  chain  —  Hyatt 
otels  Corporation  —  has  com- 
etely  rethought  and  substantial- 
redesigned  many  of  its  rooms 
[  accommodate  the  specific 
:eds  of  high-tech  travelers. 

"We  looked  at  how  business 
avelers  were  traveling  today  and 
e  saw  this  sea  change,"  says  Josh 
;snick,  the  Hyatt  product  man- 
ner. "It  was  clear  to  us  that  a  sub- 
antial  portion  of  the  nation's 
isiness  travelers  now  look  at 


their  hotel  room  as  a  surrogate 
office.  So  what  we  did  was  recon- 
figure the  room  to  reflect  that 
change." 

The  changes  are  contained  in 
a  new  program  called  the  Hyatt 
Business  Plan.  Business  travelers 
who  request  the  Hyatt  Business 
Plan  when  making  reservations 
receive: 

A  guest  room  equipped  with 
a  special  workstation  that 
includes  a  facsimile  machine, 
a  large  work  desk,  a  desk  tele- 
phone with  a  dataport  and 
enhanced  lighting. 

^^Twenty-four-hour  access  to  a 
special  area  of  the  hotel  that 
offers  around-the-clock  use 
of  computer  printers,  photo- 
copiers and  office  supplies. 


Free  phone  access  for  local 
calls,  800  calls  and  credit-card 
calls,  complimentary  express 
continental  breakfast  and  free 
delivery  of  USA  Today. 

~"y  A  raft  of  personal  perks:  cof- 
feemaker  and  coffee,  ironing 
board  and  iron,  and  hair 
dryer. 

The  Hyatt  Business  Plan  is  so 
carefully  conceived,  Lesnick  says, 
that  "we've  even  designed  a  spe- 
cial desk  that  has  a  power  recep- 
tacle in  the  base.  Business  travel- 
ers who  need  to  plug  in  their  lap- 
top computer  never  need  to 
search  behind  desks  or  under  beds 
to  find  the  power  source." 

The  Business  Plan  program, 
introduced  earlier  this  year,  is 
available  at  all  80  of  Hyatt's  busi- 


Its  about  instant  information. 
It's  about  freedom  on  the  road. 
Its  about 3  ounces. 


We  iMMtoifvrt-J-y.  ken 


OrvK  It/I  jSSl    sWTel8  is  more  than  paging.  Its  important 

#  ASuUJUryofMl.1  '  ^ 

information  delivered*  locally,  across  the  country  or  around  the  world. 


Free  Trial  0ffert  Call  1-800-286-1229. 


'Available  only  for  new  subscribers  of  SkyTel  who  satisfy  applicable  qualifications  Some  restrictions  apply    ©  1994  SkyTel 
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We  believe  travel  should  open  new  doors. 


From  pampering  you  with  luxuries  to  the  personal  way  we  greet  you,  our  atten- 
tive staff  embraces  our  philosophy.  To  celebrate  the  best  of  local  culture.  And  to 
offer  only  the  highest  standards.  Experience  the  difference  by  calling  your  travel 
planner  or  (800)  327-8585  and  ask  for  our  International  Corporate  Rates. 
PAN  PACIFIC  Hotels  and  Resorts 


(800)  327-8585 


NORTH  AMERICA:  VANCOUVER,  SAN  FRANCISCO.  SAN  DIEGO.  ANAHEIM,  HAWAII ,  PACIFIC:  AUCKLAND.  GOLD  COAST.  VANUATU. 
PALAU.  ASIA:  HONG  KONG.  SINGAPORE.  KUALA  LUMPUR,  JOHOR  DAHRU,  PANGKOR,  JAKARTA. DHAKA.  WUXI.  NARITA 
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ness  hotels  in  the  United 
States.  Best  of  all,  howev- 
er, is  the  price  of  the 
Business  Plan:  business 
travelers  can  take  advan- 
tage of  the  program  for 
just  $15  a  night  more  than 
the  rate  of  any  standard 
Hyatt  guest  room. 

"Hotel  companies 
once  designed  hotel  stays 
that  would  make  guests 
feel  right  at  home,"  says 
Hyatt  Chairman  Darryl  Hartley- 
Leonard.  "Well,  times  have 
changed.  Today,  guests  tell  us  that 
what  they  need  from  a  hotel  are 
services  that  allow  them  to  be  as 


productive  on  the  road  as  they  are 
in  the  office  -  24  hours  a  day  if 
necessary." 

But  Hyatt's  commitment  to 
high-technology  tools  goes 
beyond  the  rooms 
themselves.  It  extends 
to  the  check-in  process, 
traditionally  one  of  the 
most  cumbersome  and 
annoying  facets  of  a 
hotel  stay.  In  essence, 
Hyatt  took  a  tip  from 
the  banking  industry's 
decision  to  speed  up 
basic  banking  functions 
by  emphasizing  auto- 
mated-teller machines. 
In  fact,  Hyatt's  new 
Touch  and  Go  Instant  Check- 
In  machines  are  similar  in  both 
appearance  and  procedure  to  an 
ATM.  Guests  with  reservations 
need  only  insert  their  credit  card, 


then  confirm  room  preference  ar 
other  check-in  information.  The 
machine  makes  a  room  assign- 
ment and  then  dispenses  one  or 
two  room  keys.  Guests  may  also 
use  the  machines  to  check  out  ol 
their  room  and  receive  their  bill 

"Busy  business  travelers  want 
to  check  in  and  out  of  hotels 
faster  and  easier,"  explains 
Hartley-Leonard.  "With  people  s 
accustomed  to  using  ATMs  and 
other  [high-tech]  systems,  we 
think  the  automated  check-in 
process  will  be  the  choice  of 
many  guests." 

First  tested  at  the  bustling 
Hyatt  Regency  hotels  in  Atlanta 
and  at  Chicago's  O'Hare  airport,, 
Hyatt  says  Touch  and  Go  kiosks 
will  be  installed  at  40  hotels  by 
the  end  of  the  year. 

High  Tech 

on  the  Pacific  Rim 

Business  travelers  who  travel 
extensively  along  the  Pacific  Rin 
undoubtedly  know  of  Pan  PaciH 
Hotels,  a  group  of  18  hotels  and 
resorts  in  Asia,  the  Pacific  Island 
and  North  America.  In  order  to 
keep  up  with  the  high-tech  neec 
of  its  travelers,  who  are  often 
many  time  zones  from  home,  Pal 
Pacific  has  sharply  increased  its 
own  technological  awareness. 

At  the  Pan  Pacific  Hotel  in 
Bangkok,  scheduled  to  open  in 
December,  guests  will  be  able  to 
take  advantage  of  the  "Business 
Plus"  concept.  Among  the  servic 
available  will  be  free  local  tele 
phone  calls,  access  to  mobile 
phones  and  pagers  with  call  refel 
ral  service,  fax  facilities  in  al 
rooms,  voice  mail  and  an 
advanced  messaging  service  that 
will  allow  guests  to  view  their 
messages  directly  through  their 
television  screen.  The  hotel's  tel 
phone  system  has  even  been 
designed  with  a  "Service  One" 
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'an  Pacific  Hotel  in  Bangkok 
✓ill  have  an  Executive  Business 
Centre  and  many  other  high- 
ech  amenities. 

iutton  that  will  allow  guests  to 
each  all  key  hotel  functions  by 
messing  just  one  button  rather 
han  making  separate  calls  and 
equests. 

And  like  most  Pan  Pacific 
lotels,  the  Bangkok  property 
/ill  have  an  "Executive  Business 
lentre"  that  specializes  in  meet- 
ng  a  business  traveler's  high-tech 
eeds.  The  Centre  at  the  Pan 
'acific  Hotel  in  Singapore,  for 
xarnple,  provides  use  of  personal 
omputers  and  typewriters,  and 
an  arrange  to  bind  books  and 
Tint  business  cards  or  personal- 
zed  stationery. 

'he  New  Outlook 
I  Sheraton 

in  ongoing,  three-year  research 
ffort  at  the  Sheraton  Hotels 
ivision  of  ITT  has  yielded  inter- 
sting  data  on  the  current 
festyle  of  business  travelers, 
heraton's  research  indicates  that 
xecutives  care  more  about  tools 
pat  make  them  productive  than 
jiey  do  about  fussy,  excessively 
archy  service. 

"Business  travelers  have 


changed,"  says  Frank  Camacho, 
vice  president  and  director  of 
sales  and  marketing  for  Sheraton 
North  America.  "They  need  to  be 
more  productive  and  cover  a 
lot  more  territory  with  fewer 


resources. 
[Executives  no 
longer  want] 
their  hotel  room 
to  be  a  refuge,  a 
bedroom.  They 
want  their  hotel 
rooms  to  be  surrogate  offices." 

Over  the  past  two  years,  says 
Camacho,  Sheraton  has  made  "a 
number  of  enhancements  to  the 
basic  guest  room"  to  help  today's 
business  travelers.  At  all  Sheraton 
hotels  in  North  America,  for 
example,  each  guest  room  is 
equipped  with  a  desk,  a  desk  tele- 
phone, enhanced  desk  lighting,  a 
coffeemaker,  and  a  second,  com- 
fortable chair. 

From  the  service  side, 
Camacho  says,  each  Sheraton 
now  provides  free  weekday  deliv- 


Our  conference  telephone 
speahs  as  dearly  as  you  do. 

There's  only  one  conference  telephone 
that  delivers  near  CD -quality 
sound  with  unbroken, 
simultaneous,  two- 
way  conversations. 
Talk  naturally  -  even 
interrupt  -  without 
missing  a  word. 
Coherent'" 
ConferenceMaster® 

provides  unstrained  !—  —  j- . 

conferencing  for  two 
to  20  people  for  just  $1,195. 
Get  the  best.  Call  today. 


Two-week  FREE  trial 
1-800-443-0726  ext.  317 


'COHERENT 

Enhancing  the  Way  the  World  Communicates'" 
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ery  of  a  newspaper  to  each  room 
and  express  check-out  facilities. 
There  is  also  the  Express  Pass 
program  for  any  business  traveler 


who  charges  his  or  her  reservation 
to  an  American  Express  card  at 
least  24  hours  in  advance.  Express 
Pass  allows  business  travelers  to 
bypass  check-in  lines:  guests 
receive  a  key  packet  for  a  pre- 
assigned  room  from  a  special  sta- 
tion in  the  hotel  lobby. 

The  latest  enhancement  for 
business  travelers,  dubbed  the 


Only  COMSAT'S  New 
SatPhone  Plus  Package 
Adds  Up  To  Such  An 
Attractive  Solution 


-f  1,000 


The  concept  of  one-stop  shopping 
is  redefined  with  SatPhone  Plus,  a 
unique  new  equipment  and  service 
package  offered  exclusively  by  COM- 
SAT. Global  communication  was 
never  so  easy! 

SatPhone  Plus 
packages  a  ready- 
to-use  Inmarsat-M 
briefcase  terminal 
with  1,000  minutes, 
fully  terminated  anywhere  in  the 
world— all  for  just  $15,995.*  A  cost 
lower  than  the  typical  retail  price  of  a  sin- 
gle terminal! 

Inmarsat-M  briefcase  technology 
provides  you  with  crisp,  clear  digital 
satellite  phone  service  from  anywhere 


'M  COMSAT 


in  the  world,  to  anywhere  in  the 
world.  And  with  fax  and  data  capabil- 
ity, you  have  a  portable  office  that 
allows  you  to  send  and  receive  faxes 
and  E-mail  no  matter  how  remote 
your  location. 

After  purchase, 
we  will  provide 
quick  delivery  of 
your  pre-commis- 
sioned  briefcase  ter- 
minal complete  with  1,000  minutes  to 
be  used  at  any  time,  day  or  night.  Just 
call  a  COMSAT  representative  at  1- 
301-428-2222  to  place  your  order  or 
ask  any  questions. 

'Purchaser  will  be  responsible  for  shipping  costs.  Federal 
excise  tax,  and  sales  tax  where  applicable. 


Mobile  Investments 


22300  COMSAT  Drive  Clarksburg,  MD  20871       U.S.  phone:  1  -301  -428-2222     Fax  1  -301  -601  -5951 


THE  EVERYWHERE 


International  business 
travelers  to  remote  and 
Third-World  destinations 
often  can't  worry  about  high- 
tech solutions  like  laptop 
computers  and  portable 
faxes.  They're  too  busy  trying 
to  make  a  simple  telephone 
call. 

Now,  however,  business 
travelers  who  need  access  to 
telephones  and  faxes  in  busi- 
ness locations  where  tele- 
phone service  and  cellular 
networks  are  nonexistent  or 
independable  can  turn  to 
COMSAT's  Mobile  Link. 
Mobile  Link  is  the  high-tech 
solution  to  the  seemingly 
low-tech  problem  of  nonexis- 
tent phone  service.  Mobile 
Link,  quite  literally,  is  a  fully 
functional  digital  telephone 
network  in  a  briefcase.  It 
comes  complete  with  a  satel- 
lite antenna  and  all  the  other 
necessary  accoutrements. 

Mobile  Link  briefcases 
"can  be  quickly  set  up  and 
operated  without  special 
operator  training,"  explains 
George  Zachmann,  vice  pres- 
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Comsat's  Mobile  Link  is  a 
portable  digital  telephone  system 
in  a  package  no  larger  than  a 
briefcase. 


Club  Level  program,  was  intro- 
duced earlier  this  year.  The  Club 
Level  consists  of  special  floors  of 
guest  rooms  that  offer  a  private 
area  with  work  space  and  business 
equipment.  Club  Level  guests 
have  exclusive  access  to  the  clubs. 
Business  travelers  who  check  into 


Club  Level  accommodations 
receive  an  upgraded  room  that  is 
stocked  with  bathrobes,  ironing 
boards  and  irons.  Club  Level 
guests  also  receive  a  free  conti- 
nental breakfast,  and  no-surcharge 
access  to  local,  800-number  and 
credit-card  calls. 

Club  Level  accommodations 
are  priced  $  1 0  to  $  1  5  above  a 
business  traveler's  normal  corpo- 
rate rate.  Gold  level  members  of 
Sheraton  Club  International,  the 
hotel  chain's  frequent-stay  pro- 
gram, receive  space-available 
upgrades  to  the  Club  Level  at  no 
charge.  Other  Sheraton  Club 
International  members  can  use 
SCI  miles  to  purchase  upgrades 
redeemable  for  guaranteed  Club 
Level  accommodations.  L~ 
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For  tkousands  of  business  travelers, 
its  the  original  information  highway. 


SkKTelA  With  local,  nationwide  and  international  coverage, 

SkyTel®  d  elivers  the  late -breaking  news  you  need.  Instantly. 
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'Available  only  for  new  subscribers  of  SkyTel  who  satisfy  applicable  qualifications  Some  restrictions  apply    ©  1994  SkyTel 


They  Not  Only 
Sound  Great, 
They  Put  Productivity 
In  Motion. 


TravelMate  "4000M  Series 

•  486  processors  from  50  MHz  to  75  MHz 

•  Active  Matrix  Color  or 
Dual  Scan  Color  Displays 

•  Hard  Disk  Drives:  200MB  to  455MB* 

•  Built-in  16-bit  sound 

•  PCMCIA  Type  III  Slot 

•  Integrated  Pointing  Device 

•  Multiple  Interfaces  including  SCSI  II. 
Audio  Controls,  and  MIDI/Game  port 

•  Intel  Indeo'"  Video 

Portable  CD-ROM  Docking  System 

•  Double-speed  CD-ROM  drive  (250ms) 

•  Built-in  stereo  speakers 

•  Separate  NiMH  battery  gives  you 
AC  or  battery-powered  operation 

•  SCSI  II  connection 

•  Optional  SCSI  II  bay  for  additional 
hard  drive 


The  right  multimedia  notebook  can  give  you  a 
decided  advantage  in  your  work.  That's  why  we  made 
the  TravelMate  M  Series  notebook  computers. 

These  powerful  multimedia  machines  give 
you  desktop  PC  capabilities  in  a  portable  package, 
including  the  industry's  first  truly  portable, 
battery-powered  CD-ROM  Docking  System.  So  you 
have  the  freedom  to  use  them  anytime,  anywhere. 

The  M  Series  continue  the  TravelMates' 
award-winning  reputation  for  incredible  power, 
performance  and  reliability.  Each  comes  standard 
with  16-bit  sound,  a  built-in  speaker  and  micro- 


phone, plus  a  choice  of  486  processors  to  handle 
full-motion  video  and  speed  you  through  other 
multimedia  applications. 

And  the  optional,  battery-powered  CD-ROM 
Docking  System  gives  you  access  to  the  growing 
libraries  of  CD-ROM  software,  no  matter  where 
you  are. 

The  TI  TravelMates.  They're  for  people  who 
are  going  places. 

For  more  information  or  the  name  of  the 
dealer  nearest  you,  call  1-800-TI-TEXAS 

(1-800-848-3927). 
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TM4000M/25 


EXTENDING     YOUR  REACH'" 

Texas 
Instruments 


July  1994      'Depending  on  model.  TravelMate  and  "Extending  Your  Reach"  are  trademarks  of  Texas  Instruments  Indeo  is  a  trademark  and  the  Intel  Inside  logo  is  a  registered  trademark  of  Intel  Corporation  ©1994  TI 


Bionomic  View 


By  Michael  Rothschild 


Dyslexic  Digital  Digger 


'espite  stunning  advances  in  tech- 
ology,  experts  estimate  that  more 
lan  80%  of  corporate  information 
ill  resides  on  paper.  Less  than  5%  is 
>aded  into  neatly  structured  databas- 
3,  with  the  balance — word-processed 
ocuments,  spreadsheets  and  scanned 
nages — stuffed  into  a  vast  electronic 
ttic  on  disk. 

"Information  is  a  company's  most 
nportant  asset,  but  it's  of  no  value  if 
du  can't  get  at  it  when  you  need  it," 
lys  Casey  Stem  of  Starr  Securities  in 
lew  York.  "When  I  read  an  article,  I 
lake  notes  in  the  margin.  If  I  scan  it 
lto  the  computer,  how  do  I  get  my 
otes  back?  Paper  may  not  be  high 
:ch,  but  it  works." 

Nonetheless,  the  dream  of  the 
paperless  office"  lives  on.  Like 
ereaved  relatives  who  cryogenically 
eeze  loved  ones'  corpses  in  the  hope 
lat  future  technology  will  bring 
lem  back  to  life,  PC  users  lovingly 
ury  their  spreadsheets,  presentations, 
-mail  and  graphics  files  on  their  disk 
rives  in  the  belief  that  someday  they 
light  bring  them  back  from  data 
eaven.  But  when  a  document  is 
nportant,  they  print  out  and  file 
Nay  a  hard  copy  just  to  be  safe. 

With  desktop  multimedia — and  its 
ill-motion  video  and  sound — just 
round  the  technological  corner,  the 
:trieval  problem  is  about  to  become 
lfinitely  worse.  Even  if  you  have 
nlimited  time  and  money,  which 
ements  of  a  photo  deserve  to  be  list- 
i  in  the  index?  Is  it  "boy  with  dog," 
Cerman  shepherd,"  "cloudless  sky," 
winter  scene"  or  any  of  dozens  of 
ther  details  that  could  reasonably  be 
sed  to  index  a  single  image?  How 
rould  you  label  a  few  seconds  of  a 
lelody,  a  video  or  the  readout  of  an 
echocardiogram  ? 

"With  all  the  hype  on  multimedia 
id  the  information  superhighway, 


Information  is  your 
most  important  asset, 
but  it's  of  no  value  if 
you  can't  get  it  when 
you  need  it.  Desktop 
multimedia  threatens 
to  make  the  retrieval 
problem  worse. 
But  now,  a  dyslexic 
computer 
programmer 
may  have  the 
answer. 


the  real  payoffs  will 
only  be  possible  if  we 
can  retrieve  whatever  we 
want  by  saying,  'Give  me 
something  that  kind  of 
looks  like  this,'"  says  John 
Heidbreder,  director  of  work 
group  solutions  for  IBM.  "I'm  afraid 
there's  going  to  be  huge  disappoint- 
ment if  we  can't  do  free-form  search- 
ing." 

Overthrowing  Indexes 

But  the  very  notion  of  "free-form 
searching"  contravenes  the  two  funda- 
mental principles  of  our  centuries-old, 
index-based  retrieval  methods.  First, 
the  indexer  must  decide  up  front 
which  aspects  of  a  document's  con- 
tent are  worth  categorizing,  even 
though  he  can't  possibly  know  all  the 
ways  in  which  that  content  might 
relate  to  some  future  situation.  As 
Heidbreder  puts  it,  "If  you  weren't  in 


on  the  design  of  the  index,  your 
chances  of  finding  what  you  want  are 
remote." 

Second,  the  indexer  has  to  define 
the  boundaries  of  each  category — 
when  to  lump  things  together  and 
when  to  split  them  apart — even 
though  in  the  real  world  information 
rarely  falls  neatly  into  pigeonholes. 
Take  fingerprints.  The  conventional 
indexing  recognizes  five  types:  whorl 
or  spiral,  left  loop,  right  loop,  arch  and 
tented  arch.  But  fingerprint  character- 
istics are  spread  along  a  multidimen- 
sional continuum.  Some  are  60%  left 
oop,  30%  whorl,  etc. 
Like  those  of  every 
other  indexer,  the  fin- 
gerprint expert's  cate- 
gories are  not  empiri- 
cal facts  but  conve- 
nient baskets. 

Despite  these  pro- 
found defects  in  the 
"index  before  you 
know  what  you 
might  be  looking 
for"  approach,  the 
experts  long  ago  con- 
cluded that  they  had 
no  choice  but  to  engi- 
neer ever  more  elaborate 
index-based  systems.  A  flawed  solu- 
tion is  better  than  none.  And  selling 
imperfect  retrieval  systems  pays  better 
than  throwing  in  the  towel  and  admit- 
ting that  the  nirvana  of  free-form 
searching  could  never  be  reached. 

Words  as  Patterns 

Somebody  forgot  to  tell  Jim  Dowe.  In 
the  early  1980s,  the  bearded  and 
Birkenstocked  founder  and  chief  scien- 
tist of  San  Diego-based  Excalibur 
Technologies  began  puzzling  through 
these  fundamental  questions.  A 
dyslexic  computer  programmer,  Dowe 
was  hampered  by  his  inability  to  see 
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where  he'd  mixed  up  the  sequence  of 
letters  in  the  code  he  was  writing.  To 
get  around  his  disability,  Dowe  decided 
to  program  his  computer  to  recognize 
the  overall  pattern  of  a  word  by  pierc- 
ing beneath  its  alphanumeric  symbols 
to  study  the  pattern  of  ones  and  zeros 
that  represent  each  character. 

Easier  said  than  done.  To  expect 
any  human  being,  much  less  one  with 
dyslexia,  to  identify  patterns  in  long 
strings  of  ones  and  zeros  is  ridiculous. 
But  unless  a  human  being  could  first 
see  such  patterns,  or  categories,  and 
define  the  logical  rules  that  describe 
them,  how  could  anyone  write  a  pro- 
gram that  worked?  Back  to  the  index- 
er's  conundrum. 

Lessons  from  DNA 

But  instead  of  giving  up,  Dowe  made 
one  of  those  miraculous  intellectual 
leaps  characteristic  of  breakthrough 
technologies.  A  serious  student  of 
biology,  Dowe  knew  nature  has  its 
own  pattern-recognition  system,  oth- 
erwise known  as  evolution.  Random 
mutations,  or  copying  errors, 
rearrange  the  precise  sequence  of  the 
four  biochemical  symbols  that  make 
up  DNA  code.  Mutations  in  the 
genetic  code  inherited  from  parents 
alter  the  physical  characteristics  of 
the  offspring. 

Usually,  a  mutation  reduces  the 
offspring's  chances  of  surviving  long 
enough  to  copy  its  code  and  pass  it 
along  to  its  own  offspring.  On  occa- 
sion, however,  a  beneficial  mutation 
helps  an  organism  fit  into  its  environ- 
ment a  bit  better  than  its  parents  did. 
In  effect,  Charles  Darwin's  natural 
selection  is  the  competitive  process 
that  sorts  the  mutations  that  fit  into 
the  pattern  of  the  environment  from 
those  that  don't.  Over  the  eons,  evo- 
lution has  yielded  billions  of  species, 
each  a  finely  adapted  expression  of  an 
unconscious  DNA-based  pattern- 
recognition  system. 

Dowe  believed  that  if  he  could 
mimic  nature's  mindless  pattern  iden- 
tifier inside  a  computer,  the  solution 
to  his  problem  would  emerge  sponta- 
neously. He  created  mutating  "digital 
organisms" — invisible  creatures  much 
like  harmless  computer  viruses — that 


are  allowed  to  reproduce  only  if  they 
evolve  the  code  needed  to  detect  bit 
patterns  in  their  binary  environment. 
Mutants  that  can't  find  patterns,  or 
can't  detect  them  as  efficiently,  die 
off.  In  a  few  minutes  of  computer 
time,  thousands  of  generations  come 
and  go  until  a  highly  efficient  pattern 
recognizer  evolves. 

Dowe  and  his  colleagues  worked 
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ost  programmers 
react  to  our 
technology  with 
hostility, "  Dowe  says. 
"They  simply  refuse 
to  heheve  that 
unconscious  evolution 
can  work  where 
intentional  design 
fails.  It  upsets  their 
world  view. " 


throughout  the  1980s,  gradually  refin- 
ing Excalibur's  unique  "adaptive  pat- 
tern-recognition" process.  Four  years 
after  shipping  its  first  products,  the 
company's  sales  are  running  just  over 
$10  million  a  year.  Unlike  competing 
products,  Excalibur's  document- 
retrieval  system  requires  no  up-front 
indexing.  Instead,  the  software's 
"learn"  mode  has  a  population  of  dig- 
ital organisms  examine  all  the  bits  in 
a  data  file,  mutating,  reproducing  and 
dying  until  they  evolve  a  pattern 
recognition  scheme  optimized  for  that 
particular  data  set.  Without  human 
intervention,  it  takes  the  little  critters 
about  two  minutes  to  index  every 
word  of  a  five-megabyte  file,  such  as 
"The  Complete  Works  of  Wiiliam 
Shakespeare."  In  "search"  mode, 
Excalibur's  system  takes  less  than  a 
second  to  find  Hamlet's  "To  be  or  not 
to  be." 

Best  of  all,  because  Excalibur's  dig- 
ital creatures  operate  at  the  "atomic 


level"  of  information,  hunting  for 
repeating  bit  patterns,  they  aren't 
thrown  off  by  the  misspellings  that 
plague  conventional  retrieval  meth- 
ods. Close  approximations  are  good 
enough.  Even  handwriting  and  the 
messy  images  produced  by  optical 
character  recognition  scanning  won't 
confuse  Excalibur's  critters. 

At  defense  contractor  Lockheed's 
Palmdale,  Calif.,  plant,  this  "fuzzy 
searching"  capability  has  proven  cru- 
cial. With  30,000  pages  of  safety 
information  scanned  in  from  several 
hundred  suppliers  of  hazardous  mate- 
rials, Lockheed's  materials-safety 
group  can  now  retrieve  up-to-date 
information  in  less  than  12  seconds. 
Along  with  enhanced  worker  safety, 
Lockheed  saves  several  hundred  thou- 
sand dollars  a  year  by  no  longer  hav- 
ing to  index,  photocopy,  collate  and 
distribute  materials-safety  data 
sheets. 

Central  Planners  Offended 

With  multimedia  vendors  now  facing 
up  to  the  futility  of  retrieving  sound 
and  video  by  traditional  index-based 
methods,  Dowe's  digital  creatures  are 
finding  their  most  promising  market 
niche.  Excalibur  has  recently  licensed! 
its  core  technology  to  a  slew  of  indus- 
try giants,  including  IBM,  Hewlett 
Packard,  Digital  Equipment  and  Sun 
Microsystems.  "Quite  frankly,  most  of 
our  customers  don't  have  any  under- 
standing of  the  self-organizing,  evolu- 
tionary nature  of  our  software,"  admits 
Mike  Kennedy,  Excalibur's  chief  execu- 
tive. "They  just  want  a  system  that 
solves  their  problem." 

But  even  that  may  not  be  enough. 
"Most  programmers  react  to  our  tech- 
nology with  hostility,"  Dowe  says.j 
"They  simply  refuse  to  believe  that! 
unconscious  evolution  can  workl 
where  intentional  design  fails.  It: 
upsets  their  world  view."  In  this, 
Excalibur  is  not  alone.  The  bionomic 
view  that  solutions  to  the  complex 
problems  of  the  information  age  musti 
be  allowed  to  evolve  from  experience1 
instead  of  being  engineered  in  advance! 
offends  everyone  from  the  reengineersi 
inside  corporations  to  the  social  engi- 
neers in  Washington.  @ 
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3,500  COMPUTER  SYSTEMS. 
1,000  BRANCH  OFFICES. 

13  STATES. 


:  can.  That's  our  business. 
We're  MicroAge  Infosystems  Services  — 
combine  today's  leading  information 
hnology  systems  and  software  with  the 
plementation  services  and  support  you 
id  to  accomplish  your  enterprise-wide 
omation  goals. 

Working  in  concert  with  our  national  net- 
rk  of  owner-managed  branches,  our  project 
nagers  orchestrate  delivery,  integration  and 
:allation  of  working  systems  —  where  you 
:d  them,  when  you  need  them. 


Can  you 
imagine 
managing  a 

branch 
automation 
project  this 
size? 


From  custom  configuration  and  packaging 
to  just-in-time  inventory  and  electronic  on-site 
order-entry  systems,  we  can  help  bring  your 
offices  on-line  quickly  and  easily. 

In  fact,  MicroAge  Infosystems  Services' 
inventory  of  advanced  Compaq  servers,  includ- 
ing the  Proliant  family,  ProSignia  and  ProSignia 
VS,  maximize  power  and  minimize  downtime 
with  Compaq's  Insight  Auto  Alert  and  Pre- 
Failure  Component  Warranty  programs. 

So  when  you're  ready  to  make  your  branch 
offices  take  root,  call  us.  That's  our  business. 


Call  (800)  272-0568 
For  your  FREE  brochure  on  outsourcing  information  technology  services. 


MicroAge 

INFOSYSTEMS  SERVICES 

Helping  you  work  faster,  better*  eheaper 


MCCl  MicroAge  is  a  registered  trademark  of  MicroAge  Computer  Centers,  inc 
ge  is  an  international  sales  organization  ot  independently  owned  and  operated  fran- 

company-owned  and  affiliated  reseller  locations  Compaq,  ProSignia  VS,  ProSignia  and 
it  are  registered  Irademarks  ot  Compaq  Corporation  All  other  trademarks  and  registered 
arks  are  ol  their  resp©"iive  companies 
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is  symbolically  synergistic  that  the  1994 
Lomas  Edison  Award  for  technological 
lovation  be  given  to  Rubbermaid. 

e  innovation  shown  by  Rubbermaid. 
iere  one  AM  product  was  produced 
ery  day  in  1993,  is  rewarded  bij  an  honor 
med  for  the  fattier  of  more  than  1.600 
enhons  and  1.000  patents.  

ison's  lab  brought  us  the  phonograph, 
)tion  picture  camera  and  projector.  The 
mpany  created  to  support  Edison's 
>rk  on  a  practical  incandescent  lamp 
:w  into  General  Electric. 

.e  marketplace  has  been  equally  recep- 
e  to  the  new  products  churning  out  of 
bbermaids  Ohio  headquarters.  In  fact, 
re  out  of  ten  new  products  launched  by 
bbermaid  are  business  success  stories, 
;tifying  the  14  percent  profit  Rubber- 
ud  pumps  into  research  and  develop- 
:nt  efforts. 

bbermaids  commitment  to  R&D  starts 
the  top.  Indeed,  it  was  the  path  to  the 
)  for  CEO  Wolfgang  Schmitt,  who  rose 
prominence  as  Vice  President  in  charge 
Research  and  Development  for  Rubber- 
nd's  largest  division.  Today,  under 


Schmitt  s  leadership,  Rubbermaid s  R&D 
staff  collaborates  with  the  Edison  Polymer 
Innovation  Corporation  (EPIC). 

With  Rubbermaid s  assistance,  EPIC  cre- 
ated application  development  centers  to 
help  companies  improve  products  and 
processes.  Rubbermaid  credits  the  use  of 
the  application  development  center  at  the 
University  of  Akron  with  reduced  scrap, 
lower  costs,  better  product  quality  and 
better  customer  service.  More  than  300 
other  companies  are  using  the  same  center 
to  make  similar  improvements. 

It's  just  this  kind  of  teamwork  Ohio  was 
looking  for  when  the  Edison  Program  was 
created  in  1983.  Ohio's  seven  Edison  Cen- 
ters allow  businesses  of  any  size  access 
to  the  technological  innovation  contained 
in  the  specialized  centers  as  well  as 
a  renowned  state  university  and  federal 
laboratory  system. 

Nearly  700  companies,  including  Procter  and 
Gamble.  TRW.  General  Motors.  General  Dynam- 
ics, General  Electric,  Hewlett-Packard,  Lin- 
coln Electric.  Cincinnati  Hilacron,  Goodyear, 
and  Digital  Equipment  Corporation  utilize 
Edison  Center  researcb.  development  and 
technology  deployment  capabilities. 

But  59  percent  of  Edison  clients  are  Ohio- 
based  companies  with  less  than  500 
employees.  Because  of  access  to  Edison 
R&D,  these  small  companies  have  a  com- 
petitive edge  and  their  Ohio  work  force 
has  job  insurance. 

Since  the  Edison  program's  inception  in 
1983,  more  than  $300  million  has  been 
invested  in  Ohio's  commitment  to  main- 
taining technological  excellence. 

Wolfgang  Schmitt,  CEO,  Rubbermaid 


Over  time,  private  industry  has  shoul- 
dered an  ever  increasing  share  of  the 
Edison  budget  —  compelling  financial 
testimony  that  Ohio  has  built  a  resource 
the  private  sector  needs,  wants  and  uses. 

The  public/private  partnerships  established 
in  Ohio  by  the  Edison  Program  are,  in  their 
own  way,  as  innovative  and  practical  as  its 
great  namesake,  Thomas  Alva  Edison. 

Ohio's 

THOMAS  EDISON 

program 
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1.  Cleveland  Advanced  Manufacturing  Program  (CAMP) 
Great  Lakes  Manufacturing  Technology  Center  (GLMTC) 

2.  Edison  BioTechnology  Center  (EBTC),  Cleveland 
Edison  Biotechnology  Institute  at  Ohio  University,  Athens 

3.  Edison  Industrial  Systems  Center  (EISC),  Toledo 

4.  Edison  Materials  Technology  Center  (EMTEC),  Kettenng 

5.  Edison  Polymer  Innovation  Corporation  (EPIC), 
Brecksville 

6.  Edison  Welding  Institute  (EW1),  Columbus 
US  Navy  Joining  Center  (NjC) 

7.  Institute  of  Advanced  Manufacturing  Sciences  (IAMS), 
Cincinnati 

Edison  Incubators: 

Akron  Industrial  Incubator,  Akron 
Edison  Technology  Incubator,  Cleveland 
Business  Technology  Center,  Columbus 
Hamilton  County  Business  Center,  Cincinnati 


For  more  information  on  the  Edison  Program,  call  1-800-345-OHIO 
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Chaos  in  Congress? 
Caustic  columnists? 
Clinton  jokes  from 
Leno  and  Letterman? 
All  part  of  the  mix 
at  Washington's 
modem-delivered 
political  cheat  sheet. 


n  a  wilting  summer  morning,  the 
pace  nears  a  crescendo  in  the  third- 
story  attic  of  a  historic  clapboard 
house  in  Falls  Church,  Va.  Bob 
Balkin  and  six  of  his  colleagues  sit 
sweating,  writing  and  editing  as  their 
11:15  a.m.  deadline  approaches.  The  pressure  is  in- 
tense, but  the  hot  seat  gives  Balkin  a  chance,  he  says, 
"to  affect  the  internal  landscape  of  every  major  polit 
ical  thinker  in  America." 

The  33-year-old  is  editor-in-chief  of  the  hottest  po- 
litical tool  inside  the  Beltway.  He  and  his  crew  at  the 
American  Political  Network  produce  the  Hotline — a 
fast-paced,  sometimes  cryptic  and  often  funny  20-page 
synthesis  of  the  nation's  smartest  political  writing.  The 
digital  journal  culls  choice  bits  from  the  previous 
evening's  national  radio  and  television  news,  talk  shows 
and  morning  newspapers  and  delivers  the  mix  via  fax  and 
modem  as  an  appetizer  for  America's  collective  power  lunch.  5*" 

The  sound  of  typing 
dies  away  as  Hotliners 
proof  a  final  version  and 
load  it  onto  disk.  Not  yet 
networked  internally,  the 
Hotline  relies  on  an  in- 
house  delivery  system  of 
accurately  thrown  flop- 
pies. Two  minutes  after 
deadline,  three  stacked 
towers  of  modems,  48  in 
all,  begin  to  flash  red  as 
subscribers  try  to  gain  a 
few  minutes  download- 
ing their  copy.  Then  the 
real  feeding  fren2y  is  on: 
every  modem  lights  up 
as  hundreds  of  sub- 
scribers call  in  for  their 
hot-from-the-oven  Hot- 
line. 

Currently,  the  500 
subscribers  include  75 


confronts  m  ^ 


6:10  a.m.  American 
Political  Network  staffers 
grazing  at  full  clip. 
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ily  papers,  four  Jr" 

ajor  television  networks,  the  White 

Duse,  Capitol  Hill,  the  Democratic  and  Republican 

tional  committees  and  more  than  100  political-consulting 

ms.  Subscriptions  cost  $3,600  on  a  sliding  scale,  with  non- 

ofit  organizations  paying  less  and  government  bodies  pay- 

g  a  great  deal  more. 

By  11:30  a.m.,  the  Hotline  is  on-screen  at  the  ABC  News 
Lreau  in  downtown  Washington,  where  news  director  Hal 
uno,  Nightline  correspondent  Jeff  Greenfield  and  others 
s  getting  their  fix.  "Between  11:15  and  12:15,  that's  what 
erybody  in  my  unit  reads,"  Bruno  says.  "It's  become  so 
lportant  that  you  ask  yourself  what  you  did  before  the 
Dtline." 

At  the  same  time,  Washington  Post  political  reporter  and 
lumnist  David  Broder  is  starting  his  daily  scan  of  the  Hot- 
le.  "It's  indispensable,"  Broder  says  without  looking  up. 

In  San  Jose,  Calif.,  where  it  isn't  9:00  a.m.  yet,  Mercury 
ews  political  editor  Phil  Trounstine  has  the  Hotline  on 
reen.  "There  is  no  better  single  source  for  an  overall  pic- 
re  of  the  daily  flow  of  American  politics,"  says  Troun- 
me,  who  often  downloads  the  on-line  source  onto  his 
/anti  386  laptop  when  he's  on  the  road. 

Over  at  1600  Pennsylvania  Avenue,  the  Clinton  commu- 
tations staff  scans  the  Hotline,  a  standing  menu  item  on 
e  White  House  computer  system.  A  hard  copy  is  posted 
ily  in  the  White  House  Press  Room.  "If  you  only  read  one 
urce  on  politics  a  day,  it  has  to  be  the  Hotline,"  says  a  top 
inton  adviser. 

eactor  Cooldown 

Descending  from  the  claustrophobic,  hardware- 
strewn  attic,  Balkin  shows  off  a  copy  of  the 
day's  work.  He  gives  it  to  a  courtly,  white- 
haired  man  whose  green  slacks  and  black  ox- 
fords set  him  generations  apart  from  the  grunge- 
clad  and  bearded  Gen-Xers  who  make  up 
'N's  55-person  staff.  He  is  Doug  Bailey,  former  star  Re- 


By    Richard  Rapaport 

publican  political  consultant.  Bailey  and  Democrat 
Roger  Craver  are  co-publishers  of  the  Hotline  and 
its  sister  on-line  documents:  the  Abortion  Report, 
Greenwire,  American  Health  Line,  Daily  Report 
Card  (which  covers  education  topics)  and  the  recent- 
ly inaugurated  Sports  Business  Daily.  Bailey  himself 
is  a  key  Hotline  staffer  who  spends  many  mornings 
at  his  computer  in  the  attic,  writing  and  editing,  be- 
fore returning  downstairs  to  run  the  $2.5  million  APN 
business. 

Technological  changes  have  made  an  operation  like 
the  Hotline  possible  for  opportunistic  entrepreneurs  like 
Bailey  and  Craver.  What  might  once  have  been  the  realm 
of  VAXes  and  service  bureaus  is  handled  by  three  PCs. 
One  runs  Unix  and  is  connected  to  the  Internet;  the  sec- 
ond, also  Unix-based,  is  set  up  to  fax  out  10  copies  of  the 
Hotline  simultaneously.  The  third  and  most  critical  PC 
runs  a  DOS-based  TBBS  computer  bulletin-board  program 
and  is  connected  to  the  towering  banks  of  Hayes  and  Intel 
modems,  16  per  stack,  with  a  portable  fan  keeping  the 
whole  home-built  system  from  meltdown. 

Therapy  for  a  Political  Junkie 

ost-deadline  time  at  APN  is  comparatively  mel- 
low, and  Bailey  goes  off  on  his  daily  constitu- 
tional through  the  wooded  streets  of  Falls 
Church — a  routine  followed  religiously  since  a 
five-way  heart  bypass  operation  a  decade  ago. 
As  he  walks,  Bailey  talks  about  bis  career  as  an 
aide  to  Nelson  Rockefeller 
and  Henry  Kissinger,  and 
then  as  one  of  the  key  archi- 
tects of  President  Gerald 
Ford's  not-quite-successful 
comeback  in  the  1976  presi- 
dential campaign.  A  Wash- 
ington resident  since  1965, 
Bailey  worked  for  22  years 
as  a  campaign  consultant 
and  generally  loved  his 
work.  "It  was  a  pretty  good 
job,"  he  says,  "but  it  was  a 
lot  more  fun  when  there 
were  a  dozen  Republican 
consultants,  not  six  hun- 
dred." 

In  1987,  tired  of  the 
campaign  grind  but  still 
in  love  with  politics  and 
sensing  an  opportunity, 
Bailey  got  together  with 
Craver,  a  Democratic 
fundraiser,   to  launch 
what  was  then  called  "Presidential 
Campaign  Hotline."  With  no  incumbent  in  1988,  at  least  a 
dozen  candidates  in  the  race  and  dwindling  press  resources, 
the  two  men  saw  a  niche  for  a  campaign  information  clear- 


8:40 


A.M. 


Balkin  and 
Kudin  work  up  to  a 
go/no  go  decision  on 
the  final  lineup. 
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inghouse.  "We  were  going  to 
tell  all  the  Boys  on  the  Bus  what  the  other  Boys 
on  the  Bus  were  saying,"  Bailey  recalls.  Designed  from  the 
start  to  be  sent  out  on  computer,  the  Campaign  Hotline  was 
originally  delivered  via  Compuserve. 

After  the  1988  election,  Bailey  and  Craver  tested  the  wa- 
ters to  see  if  there  was  enough  off-year  interest  to  continue 
simply  as  the  Hotline.  Bailey  credits  Craver  with  seeing  the 
possibility  of  building  a  nonpartisan,  computerized  political 
information  service.  From  the  start,  the  idea  went  beyond 
the  delivery  of  text  through  computers.  "We  weren't  betting 
on  one  carrying  element,"  says  Bailey.  "Roger  foresaw  a 
number  of  years  ago  a  video-on-demand  world."  Thus  the 
project  was  called  the  American  Political  Network,  with 
Hotline-style  print-only  computerized  bulletin  boards 
just  the  first  step.  Craver  and  Bailey  were  sure  other, 
better  media  would  become  available  in  the  near  fu- 
ture. 

Developing  the  Hotline  was  not  without  pitfalls, 
however.  Gathering  information  proved  to  be  harder 


than  anyone  had  expected.  Both  Bailey  and  Craver  were  ini- 
tially surprised  that,  as  Bailey  recalls,  "there  was  no  single 
button  you  could  push  to  collect  the  needed  information." 
Because  existing  newspaper  databases  and  on-line  services 
were  slow  and  irregular,  it  became  clear  to  Bailey  that 
"we  were  going  to  have  to  jerry-build  a  system  to  collect 
stuff  any  way  we  could."  The  small  staff  set  about  the 
tedious  but  ultimately  priceless  chore  of  developing  one- 
on-one  relationships  with  newspapers  and  political  writ- 
ers around  the  country. 
This  wasn't  a  roundup  of  the  usual  suspects.  The  evolv- 
ing read-and-run  Hotline  style  didn't  lend  itself  to  tradition- 
al journalism.  "We  intentionally  reach  out  for  people  with 
intelligence  and  writing  skills,  but  not  someone  disciplined 
to  be  a  journalist,"  says  Bailey. 

This  strategy  proved  out  quickly.  Clearly  the  most  adapt- 
able minds  were  young  ones.  Not  only  could  you  pay  young 
minds  less,  but  the  media-  and  computer-sawy  college  grad- 
uates of  the  nineties  were  essential  to  the  Hotline  style, 
which  manages  elegantly  to  synthesize  dozens  of  sources  for 
each  story. 

The  Young  and  the  Rustless 

ailey  returns  from  his  walk  in  time  for  an  in- 
door picnic  with  the  staff  in  the  canteen/clip- 
ping room  on  the  first  floor  of  the  APN  build- 
ing. Chairs  are  set  up  in  rows,  Mexican  food  is 
being  served  buffet-style,  and  Bailey  gets  into 
line  behind  a  dozen  of  his  staff  members.  In 
their  early  20s,  dressed  in  cutoffs,  T  shirts  and  sandals,  they| 


10:21  a.m.  The  Hotline's  in-house  story  delivery  depends  on  accurately  flipped 
disks... and  those  who  can't  make  the  play  definitely  lose  points. 
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2:00  noon.   Publisher  and  partner 
oug  Bailey  ponders  the  future  of  the 
merican  Political  Network. 


look  like  the  former  political  campaign 
workers  many  of  them  are.  This  notion 
pleases  Bailey.  "This  is  the  campaign  ethic 
at  work,"  he  says.  "Somehow  we're  holding 
onto  that  culture." 

During  lunch,  Bailey  gets  up  and  introduces 
the  editors  of  the  various  APN  documents, 
who  give  reports  on  hiring,  promotions  and 
notices  in  the  national  press.  With  a  staff  so 
young,  hours  so  long  and  salaries  beginning  at 
$17,000,  APN  sees  its  fair  share  of  turnover. 
Bailey  pays  tribute  to  those  who  are  departing 
in  what  has  become  an  almost  routine  ritual. 

He  goes  on  to  talk  about  the  future  of  the 
company.  APN,  he  tells  the  staff,  hopes  to  start 
a  new  "document"  in  Tokyo  called  the 
U.S. /Japan  Daily  Briefing.  He  also  announces  a 
serious  beefing-up  of  the  top  staff. 
Ken  Rudin,  pohtical  editor  of  Na- 
tional Public  Radio,  is  joining 
APN  as  managing  editor.  Bob 
Wussler,   ex-president  of  CBS 
News,  will  be  coming  on  board  to 
run  a  new  cable  television  opera- 
tion, the  American  Pohtical  Chan- 
nel, expected  to  be  the  company's 
crown  jewel. 

After  the  meeting,  Bailey  returns 
to  his  memento-cluttered  second- 
floor  office  to  talk  about  the  televi- 
sion venture.  Not  content  to  report 
on  the  ever  more  crowded  cable  uni- 
verse, he  wants  to  be  part  of  it.  Sched- 
uled to  debut  on  a  Washington  cable 
station  in  the  first  quarter  of  1995,  the 
American  Political  Channel  will  pre- 
sent a  Hotline  of  the  Air  with  local  po- 
litical news  from  around  the  nation 
collected,  edited  and  presented  in  Hot- 
line style.  APC  will  air  programs  giving 
interest  groups  from  across  the  pohtical 
spectrum  a  few  minutes  nightly  to  offer  their  interpretations 
of  the  news,  as  well  as  shows  produced  by  both  major  poht- 
ical parties. 

Why  another  TV  channel  on  the  C-Span  beat?  Bailey 
points  to  the  national  network's  stringent  pohtical  filtering 
process  and  "the  common  frustration  of  virtually  everybody 
in  pohtics  with  it." 

Bailey  admits  to  having  held  talks  with  various  compa- 
nies, including  Time/Warner  and  Microsoft,  in  looking  for  a 
strategic  partner  for  the  future.  In  fact,  the  future  is  very 
much  on  Bailey's  mind,  which  runs  a  chip  shot  ahead  of  the 
curve:  "APC  is  not  a  vision  designed  for  today's  linear  pro- 
gramming world,"  he  says.  What  APC  will  do,  he  says,  "is 
plant  its  flag  in  that  linear  world  so  that  it  has  the  creden- 
tials and  ability  to  say  'we  are  the  one-stop  pohtical  shop  in 
the  500-channel  world.'"  tw 
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HOME-OFFICE 

BUDGETING 


Here's  a  "no 
nonsense"  check  for 
your  home-office 
shopping  list 


THE  WONDERFUL  PART  of  having  a 
home  office  is  that  the  commute  is 
measured  in  feet,  not  miles.  You  can  be 
at  work  anytime  you  need  to  be,  day  or 
night.  The  terrible  part  of  having  a 
home  office  is  that  the  commute  is 
measured  in  feet,  not  miles — and  you 
can  be  at  work  anytime  you  need  to  be, 
day  or  night.  Either  way  you  see  it, 
home  offices  are  a  definite  '90s  trend. 
They  have  become  a  strategic  advan- 
tage for  many  executives  and  business 
owners.  If  we  go  with  the  trend,  we 
may  as  well  do  it  right. 

When  setting  up  a  home  office,  first 
consider  whether  you  really  intend  to 
do  any  work  at  home.  Why  spend 
money  on  equipment  you  won't  use?  A 
fax  machine  and  two-line  phone  is  all 
the  home  office  most  people  need,  for 
communicating  with  their  company 
and  customers. 

But  let's  say  the  idea  of  cranking  out 
reports  at  2:00  a.m.,  or  of  cranking 
them  out  at  10:00  a.m.,  in  your 
bathrobe,  has  some  allure.  Then  what 
you  will  need  is  a  desk,  chair,  phone, 
personal  computer,  printer,  appropriate 
software  and  some  device  for  data  and 
fax  communication. 

Putting  the  desk  and  chair  first  m 
this  list  is  not  a  coincidence,  because 


When  setting  up  a  home  office,  first  consider  whether  yoi 
really  intend  to  do  any  work  at  home.  A  fax  machine  and  two 
line  phone  is  all  most  people  need  to  stay  in  touch 


choosing  the  right  desk  and  the  right 
chair  is  the  best  way  to  avoid  repetitive 
stress  injuries.  Remember,  having  a 
home  office  means  you'll  actually  be 
spending  more  time  working,  not  less, 
so  the  possibility  of  injuries  like  carpal 
tunnel  syndrome,  which  afflicts  people 
who  type  a  lot,  actually  increases. 


There's  no  rocket  science  here:  Th 
chair  should  offer  firm  support  and 
height  adjustment.  The  desk  shoulJ 
have  a  separate  tray  for  the  compute 
keyboard,  positioning  the  keys  lower  si 
your  forearms  are  horizontal  while  typ 
ing.  The  top  of  the  computer  monitcj 
should  be  level  with,  or  slightly  highe 


110 


Forbes  ASA 


Mill  In  todays  business  environment,  making  the  best  decision, 
right  now,  can  be  your  strongest  competitive  advantage. 
When  you  know  something  is  as  important  as  what  you  know. 
That's  why  you  need  to  "Know  It  Now."  No  matter  if  you  make 
it. ..move  it. ..market  it. ..or  manage  it. ..your  most  important 
business  decision  is  (11111111  the  one  you  have  to  make  right  now, 
this  instant.  Symbol  Technologies  helps  you  make  it  your  best 
decision  ever,  with  complete,  accurate  and  up-to-the- 
minute  information.  Symbol  Technologies  is  the 
world  leader  inV«> "  —  bar  code-driven  data 
management  L  transaction  systems, 

with  more  than  2.5  million  scanners 
and  terminals  installed.  Symbol 
Technologies  is  the  only  company  with  a 
solution  that's  truly  strategic,  because 
only  Symbol  integrates  the  three  essential 
building  blocks  you  need  to  put  information  to  work 
right  now:  &§i  bar  code  scanning,  application-specific  portable 
computing,  t|y  and  wireless  local  area  networks  (LANs). 
What's  more,  Symbol  offers  the  most  complete  range  of  service 
and  support  capabilities  in  the  industry,  so  you  can  be  assured 
of  a  system  that  not  only  meets  your  precise  needs,  but  one  that 
installs  quickly  and  keeps  on  working.  "Know  It  Now":  It's  all 
about  turning  information  ^^^^  into  competitive  advantage. 
Let  us  introduce  you  to  business  solutions  from  Symbol 
Technologies.  Call  1-800-SCAN  234  to  find  out  how  you  can 
"Know  It  Now." 


Changing  the  way  business  works 


HOME-OFFICE 

BUDGETING 


than,  your  eyes  when  you're  seated.  Get 
a  desk  with  plenty  of  acreage  so  you 
have  room  for  papers,  coffee  cups,  Nerf 
footballs  and  other  detritus. 

Order  a  second  phone  line  and  get  a 
two-line  phone.  This  is  absolutely  nec- 
essary, because  sharing  a  business  phone 
with  your  teenagers  is  definitely  uncool. 
Three  lines  are  even  better  if  you  intend 
to  work  at  home  most  of  the  time,  leav- 
ing the  family  phone  completely  uncor- 
rupted  by  capitalism.  Declare  the  sec- 
ond line  to  be  your  fax  line. 

Now  to  the  computer.  Should  it  be  a 
Macintosh  or  a  Windows  PC?  This 
depends  primarily  on  what  kind  of 
computers  you  use  at  work.  Go  with 
the  same  kinds  of  computer  and  soft- 
ware that  are  used  at  your  other  office, 
the  one  where  men  wear  ties.  This 
choice  brings  with  it  the  added  advan- 
tage that  the  same  people  who  solve 
computer  problems  at  your  company 
will  be  able  to  help  you  at  home.  Hav- 


One  tip:  Buy  your  software  from 
the  place  where  you  bought  your 
computer.  Make  them  install  it. 


ing  an  expert  on  call  is 
the  key  to  a  successful 
home  office. 

When  shopping  for 
computer  hardware  or 
software,  the  concept  to  keep  firmly  in 
mind  is  "semi-new."  Sure,  you  want  a 
powerful  computer  and  an  application 
that  will  make  you  the  envy  of  your 
computer  friends,  but  don't  buy  any- 
thing that  hasn't  been  on  the  market 
for  at  least  six  months.  Computers  and 
software  are  among  the  most  complex 
products  ever  designed.  So  there  are 
always  problems  uncovered  and 
resolved  in  the  first  months  on  the  mar- 
ket. Let  someone  else  do  the  suffering 
for  you  by  insisting  on  products  already 
proven. 

Go  For  It:  Power,  Memory  and 
Disk  Space 

You  can  never  have  enough  processor 
power,  system  memory,  or  hard  disk 
space  in  a  personal  computer,  so  try  to 
maximize  all  of  these  within  the 
bounds  of  your  budget.  If  you're  buying 
a  Windows  PC,  get  one  with  some  vari- 
ety of  486  or  Pentium  processor.  Don't 
buy  a  386  because,  while  they  may  be 
very  cheap,  they  are  already  obsolete. 
There's  no  guarantee  that  newer  appli- 
cations will  even  remain  compatible 
with  these  older  processors. 

For  a  Windows  machine,  you  need 
at  least  four  megabytes  of  main  memo- 
ry (eight  megabytes  for  a  Macintosh) 
and  a  120-megabyte  hard  disk.  Of 
course  more  memory  and  storage  is 
even  better  if  you  can  afford  them.  Big 
screens  are  nice,  and  big  color  screens 
are  even  nicer.  Get  at  least  a  14-inch 
display,  though  1 7-inchers  are  probably 
the  best  size  for  general  office  work  and 
20-  or  21 -inch  monitors  are  a  necessity 
if  your  job  is  doing  computer  art.  The 
buzzwords  when  it  comes  to  color 
monitors  are  "non-interlaced,"  which 
means  that  the  screen  image  is 
refreshed  more  often  so  it  doesn't 
appear  to  flicker,  and  "super  VGA," 
which  is  the  current  standard  of  high 
screen  resolution. 

Most  people  buy  their  software  from 
the  place  where  they  buy  their  comput- 
er. It's  a  good  idea,  then,  to  have  the 
dealer  or  vendor  install  and  test  that 


software  before  delivery.  Let  them  have 
the  headache  of  making  the  bits  (and 
bytes)  all  work  together. 

Printers  come  in  two  varieties  that 
matter  for  home  offices — ink-jet  print- 
ers and  laser  printers.  Ink-jets  are  cheap- 
er and  lasers  are  better.  If  you  can  afford 
one,  buy  a  laser  printer  (they  start  at 
around  $600).  Don't  buy  a  color  printer, 
or  at  least  not  with  the  expectation  that 
it  will  serve  some  purpose.  Color  ink- 
jet  printers  have  an  output  that  might, 
maybe,  be  acceptable  for  some  business 
presentations,  but  are  generally  a  joke 
for  reproducing  art.  The  thermal  trans- 
fer and  dye  sublimation  printers  that 
are  good  enough  for  art  generally  cost 
from  $3,500  to  $40,000  and  don't  fit  in 
most  home-office  budgets.  Artists  who 
need  such  output  generally  go  to  ser- 
vice bureaus  that  own  these  wunderbar 
printers,  or  the  art  is  simply  delivered 
to  customers  on  floppy  disks. 

Finally,  there's  the  question  of  how 
you  communicate  with  the  world  from 
your  home  office.  The  simplest  and 
cheapest  solution  is  to  buy  a  fax 
modem.  That  device  attaches  to  your 
computer  for  sending  and  receiving 
faxes  and  communicating  with  on-line 
services  like  MCI  Mail  and  Com- 
puserve and  for  hitchhiking  on  Al 
Gore's  information  superhighway. 

Buy  an  external  fax  modem,  not  a 
card  that  goes  in  your  PC.  Modems 
tend  to  freeze  up  a  lot,  and  it  is  a  sim- 
ple matter  to  turn  off  an  external 
modem  and  turn  it  on  again  to  start 
over.  With  an  internal  modem,  you 
usually  have  to  turn  the  whole  comput- 
er off  and  on,  sometimes  losing  work  in 
progress. 

Get  a  modem  that  includes  the  term 
"V.42bis,"  an  international  standard  for 
almost  the  fastest  modem  you  can  get. 
There's  a  faster  modem  standard,  called 
V.34,  but  it's  too  new  (remember  the 
semi-new  rule).  Most  modems  are 
shipped  with  communication  and  fax 
software  included.  Right  now  the  best 
fax  software  for  Windows  PCs  is  Win- 
Fax Pro,  made  by  Delrina,  a  version  of 
which  ships  with  modems  from  many 
manufacturers.  The  best  Macintosh  fax 
software  is  from  Global  Village  Com- 
munications and  ships  only  with  their 
modems.  Many  fax  modems  come  with 
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nnovation  isn't 


finding  the  light  at  the  end 


of  the  tunnel. 


The  world's  first  frosted  light  bulb 
was  invented  by  Toshiba. 


It's  finding  a  way  to  have  no  tunnel  at  all. 

People  are  funny. 

They  don't  like  to  be  in  the  dark.  Which  is  why  the  light 
bulb  was  invented. 

On  the  other  hand,  they  don't  like  light  to  be  too  bright, 
either.  Which  is  why,  in  1925  -  for  the  first  time  ever-Toshiba 
found  a  way  to  frost  the  inside  of  a  clear  bulb. 


Neat  trick.  Still  works  today.  Maybe  that's  what  got  us  thinking  about  this  tunnel  thing. 

We're  referring  to  the  MRI  (which  stands  for 
Magnetic  Resonance  Imaging),  a  recent  breakthrough 
in  diagnostic  scanning  that  uses  a  magnetic  field 
instead  of  X  rays.  Trouble  is,  it  requires  the  patient  to 
lie  inside  a  cylindrical  tube,  which  is  a  real  problem 
if  you're  claustrophobic  or  6  years  old  and  afraid 

Toshiba  brought  the  world's  first  open  MRI  to  market. 

of  the  dark.  (Actually,  it's  kind  of  scary  no  matter  who  you  are.) 

So  what  we  did  was  bring  the  world  the  only  MRI  system  that's  open  to  the  air  on  all  four  sides. 
Sounds  easy.  Wasn't. 

As  a  result  of  innovation,  today  a  6-year-old  child  can  Jiein  a  scanner  and  look  up  at  her  mother  in  a 


room  that's  lilwith  lights  that  aren't  too  bright%5^ 


Kind  of  sheds  a  whole  new  light  on  the  business  of  technology,  doesn't  it? 


In  Touch  with  Tomorrow 

TOSHIBA 


j 


match  your  budget  to  the  job 


i 


WmdO' 


PC  with  4-meg  RAM/200- 
MB  hard  disk,  using  a  486 
chip  running  at  33  mega- 
hertz, fax  modem  included 

Microsoft  Office  software, 
Arabesque  ECCO  Profes- 
sional personal  information 
manager 

Canon  Bubble-Jet  BJ200 
printer 


IV!  dGlrllOS 


Quadra  605  upgraded  to 
an  8-meg  RAM/1 60-MB 
hard  drive 

Microsoft  Office  software, 
Aldus  DateBook/Touch- 
Base  Pro  bundle 

HP  DeskWriter  520  printer 

Global  Village  Communica- 
tion TelePort  Gold 
fax/modem 


Windows  Macintosh 


Laptop  PC  with  4/170, 
486/50  MHz,  Megahertz 
14.4  fax  modem 

Microsoft  Office  software, 
Arabesque  ECCO  Profes- 
sional personal  information 
manager 

Canon  Bubble-Jet  BJ200 
printer 


PC  with  16/340,  Pentium- 
class  chip  at  66  MHz, 
SyQuest  SQ555  removable 
disk  drive 

Adobe  illustrator  4.0  for 
Windows 


PowerBook  1 50  upgraded 
to  8/120 

Claris  Works  for  Macintosh 
Aldus  DateBook/Touch- 
Base  Pro  bundle 

HP  DeskWriter  520  printer 

Global  Village  Communica- 
tion TelePort  Gold 
fax/modem 


Quadra  605  upgraded  to 
12/160,  Mirror  Two-Page 
Grayscale  or  Mirror  Two- 
Page  Display, 
SyQuest  SQ555  removable 
disk  drive 

Adobe  Illustrator  V.5.5 
software, 

Aldus  DateBook/Touch- 
Base  Pro  bundle 


PC  with  8/540/CD, 
Pentium-class  chip  at  90 
MHz,  17-inch  color  display 

Microsoft  Office  software, 
Arabesque  ECCO  Profes- 
sional personal  informa- 
tion manager 

US  Robotics  Sportster 
14.4  fax  modem 

IBM  4037  5E  Laserprinter 


Color  laptop  PC  with 
4/170,  486/50  MHz,  Mega- 
hertz 14.4  fax  modem 

Microsoft  Office  software, 
Arabesque  ECCO  Profes- 
sional personal  informa- 
tion manager 

IBM  4037  5E  Laserprinter 


PC  upgraded  to  24/540, 
Pentium-class  chip  at  90 
MHz 

SyQuest  SQ3105S  remov- 
able disk  drive 

Adobe  Illustrator  4.0  for 
Windows, 

Arabesque  ECCO  Profes- 
sional personal  informa- 
tion manager 

US  Robotics  Sportster 
14.4  fax  modem 


Power  Macintosh  6100, 
16/250 

Microsoft  Office  software, 
Aldus  DateBook/Touch- 
Base  Pro  bundle 

Apple  LaserWriter  Select 
360  printer 

Global  Village  Communica- 
tion TelePort  Gold 
fax/modem 


PowerBook  Duo  280, 
12/240 

PowerBook  DuoDock 
docking  station, 
Apple  14-inch  color  dis- 


Microsoft  Office  software, 
Aldus  DateBook/Touch- 
Base  Pro  bundle 

HP  LaserJet  4ML 

Apple  Express  fax  modem 

Power  Macintosh  6100, 
24/500/CD, 

RasterOps  20-inch  Multi- 
mode  20/20  color  display, 
SyQuest  SQ3105S  remov- 
able disk  drive, 
Global  Village  Communica- 
tion TelePort  Gold 
fax/modem 

Adobe  Illustrator  V.5.5 
software, 

Aldus  DateBook/Touch- 
Base  Pro  bundle 
QuarkXPress  3.5 


Optical  Character  Recognition  software 
that  can  "read"  your  faxes  and  turn 
them  from  graphics  files — a  picture  of 
the  fax  that  has  no  meaning  to  the 
computer  other  than  as  a  pattern  of 
dots  on  screen — into  data  files  that  can 
be  cut  and  pasted  into  word-processor 
documents. 

For  all  their  strengths,  fax  modems 
aren't  perfect.  You  can't  generally  scrib- 
ble a  note  on  the  fax  and  send  it  back  to 
the  sender,  for  example.  And  using  a  fax 
modem  to  receive  requires  leaving  your 


computer  on  all  the  time,  which  can  be 
a  risky  and  power-consuming  proposi- 
tion. Many  home  offices  retain  a  stan- 
dard fax  machine  for  just  this  reason. 
Fortunately,  there  is  a  new  standard  for 
computers  called  "EnergyStar"  aimed 
at  making  PCs  save  power.  EnergyStar- 
compliant  PCs  and  Macintoshes  put 
themselves  in  a  state  of  suspended  ani- 
mation when  not  in  use,  drawing  in 
that  state  less  power  than  a  night  light. 
Even  more  important,  this  sleeping 
state  turns  off  the  monitor  and  the  hard 


PC  with  16/540/CD, 
Pentium-class  chip  at  90 
MHz,  17-inch  color  display 

Microsoft  Office  software, 
Arabesque  ECCO  Profes- 
sional personal  informa- 
tion manager 

US  Robotics  Sportster 
14.4  fax  modem 

HP  LaserJet  4  Plus  printer 

Laptop  PC  with  8/250, 
486/50  MHz,  and  internal 
fax  modem 


Color  laptop  PC  upgraded 
to  20/340,  486/75  MHz, 
Megahertz  14.4  fax 
modem 

Microsoft  Office  software, 
Arabesque  ECCO  Profes- 
sional personal  informa- 
tion manager 

HP  LaserJet  4  Plus  printer 


PC  upgraded  to  32/540, 
Pentium-class  chip  at  90 
MHz 

Microsoft  Windows  NT 
Adobe  Illustrator  4.0  for 
Windows, 

Adobe  Photoshop  2.5.1 
for  Windows, 
Arabesque  ECCO  Profes- 
sional personal  informa- 
tion manager 

US  Robotics  Sportster 
14.4  fax  modem 


Power  Macintosh  7100AV, 
4/500/CD 

Microsoft  Office  software, 
Aldus  DateBook/Touch- 
Base  Pro  bundle, 
AppleTalk  Remote  Access 
Personal  Server  software 

Apple  LaserWriter  Select 
360  printer 

Global  Village  Communica- 
tion TelePort  Gold 
fax/modem 

PowerBook  520  upgraded 
to  6/160 

Global  Village  Communica- 
tion TelePort  Gold 
fax/modem 

PowerBook  Duo  280C, 
12/320, 

PowerBook  DuoDock  II 
docking  station, 
Apple  Multiple  Scan  20, 
20-inch  color  display 

Microsoft  Office  software, 
Aldus  DateBook/Touch- 
Base  Pro  bundle 

HP  LaserJet  4ML  printer 

Macintosh  Express  Modem 
fax/modem 

Power  Macintosh  7100AV 
40/500/CD, 

SuperMac  SuperMatch  Hi- 
Res  20  Trinitron  20-inch 
color  display, 
SyQuest  SQ3105S  remov- 
able disk  drive, 
Global  Village  Communica- 
tion TelePort  Gold 
fax/modem 

Adobe  Illustrator  V.5.5  soft- 
ware, 

Adobe  PhotoShop  V.2.5 
software, 

Aldus  DateBook/Touch- 
Base  Pro  bundle 
QuarkXPress  3.5 


disk — two  parts  of  the  computer  tha( 
suffer  most  from  being  on  continuous 
ly.  The  PC  wakes  instantly  when  a  fa 
call  comes  in. 

What's  missing  in  today's  horn 
office  is  a  device  that  can  receive  an< 
print  faxes,  and  act  as  a  standard  lase 
printer,  photocopier,  and  scanner  id 
turning  your  paper  flood  into  a  digita 
one.  These  fax/scanner/printer/copiei 
will  start  hitting  the  market  this  fal 
Don't  buy  one  until  the  spring  of  199S 
when  they  are  finally  semi-new.  | 
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SPECIAL  ADVERTISING  SUPPLEMENT 


OFFSHORE  SECURITY 


I  M«L    Portuguese  island  of  Madeira  offers  premium 

lien  offshore  facilities  supported  by  the  dependable 
regulation  of  a  European  Union  government.  For  corpora- 
tions looking  for  a  base  in  the  European  single  market  and  for 
EU-based  companies  seeking  to  expand,  Madeira  provides 
convenience,  economy  and  one  of  the  most  advantageous  tax 
systems  in  Europe. 

Madeira's  International  Business  Center  (IBC)  comprises 
a  rapidly  expanding  free-trade  zone,  an  efficient  offshore 
financial  center,  an  international  services  hub  and  an  interna- 
tional shipping  register  —  all  benefiting  from  tax,  duty  and 
exchange-control  exemptions. 

Enhanced  by  a  strategic  location,  modern  telecommunica- 
tions, affordable  housing,  a  stable  political  environment  and 
an  enthusiastic  work  force,  Madeira  is  fast  finding  a  place  on 
the  international  corporate  map.  The  island  enjoys  a  growing 
reputation  as  a  business  center  in  the  top  tier  of  the  world's 


fiscally  privileged  locations,  offering  both  access  to 
European  markets  and  a  zero  tax  rate. 

A  recent  promotional  visit  to  the  United  States  by 
officials  of  the  Madeira  Development  Company  (SDM). 
which  runs  the  IBC.  proved  highly  successful.  Several 
companies  of  U.S.  origin  have  been  incorporated  in 
Madeira's  international  services  sector,  most  of  them 
focusing  on  international  trading. 

A  major  U.S.  multinational  corporation  is  studying  the 
setting  up  of  an  operation  in  the  industrial  free-trade  zone. 
SDM  says  U.S.  shipping  companies  and  ship  owners  have 
grown  interested  in  the  international  shipping  register, 
known  as  MAR,  where  yachts  can  also  be  registered. 

"Madeira  offers  American  investors  total  exemption 
from  coiporate  taxes  and  access  to  European  Union 
markets,  thanks  to  the  island's  status  as  a  full  member 
of  the  EU,"  says  Roy  Spode  Garibaldi,  SDM's  marketing 
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manager.  "The  IBC  guarantees  investors  a 
level  of  political  and  economic  stability 
that  is  not  usually  found  in  the  offshore 
centers  most  commonly  used  by  U.S.  com- 
panies in  the  Americas."  Operational  costs 
are  also  lower  than  in  most  other  European 
offshore  centers,  according  to  Garibaldi. 

USE  OF  DOUBLE-TAXATION 
TREATIES 

"The  IBC  is  also  attractive  to  U.S. 
companies  that  invest  in  countries  with 
which  Portugal  already  has  double-taxation 
agreements,"  says  Garibaldi.  "Profits  and 
dividends  acquired  in  those  countries  may  be 
repatriated  through  a  subsidiary  in  Madeira, 
making  the  investment  more  tax-efficient." 

Companies  based  in  Madeira  can  use 
Portugal's  double  taxation  treaties  to 
reduce  withholding  taxes  on  royalties, 
interest  and  dividends.  Portugal  has 
treaties  with  Austria,  Belgium,  Brazil, 
Finland,  France,  Italy,  Luxembourg, 
Norway,  Spain,  Switzerland,  the  United 
Kingdom  and  Germany.  Agreements  in 
the  pipeline  cover  the  U.S.,  South  Korea, 
Hungary  and  the  Czech  Republic.  Negotia- 
tions are  also  under  way  with  Japan. 

Endowed  with  natural  beauty  and  local 
talent  and  initiative,  Madeira  has  become 
one  of  the  European  Union's  most  stimu- 
lating business  centers.  Strategically 
placed  within  easy  reach  of  the  major 
Atlantic  shipping  routes,  the  island  is  an 
attractive  stepping  stone  to  Europe  and 
other  international  destinations. 

Madeira  enjoys  a  mild  Mediterranean 
climate  that  has  fostered  a  thriving  tourist 
industry.  Madeira's  hotels  are  internation- 
ally celebrated  for  quality  and  elegance.  A 
staging  post  for  cruise  liners,  the  island's 
volcanic  origins  have  produced  spectacular 
contrasts  in  scenery  and  vegetation. 
Madeira  has  long  been  famous  for  its  wine, 
fine  embroidery  and  flowers  and  enjoys  a 
growing  reputation  as  an  international 
shipping  center. 

Housing  is  readily  available  to  rent  or 
purchase,  and  it  is  backed  by  efficient  ser- 
vices. The  island  also  offers  international 
schooling.  Madeira  is  just  over  three  hours 
away  by  air  from  most  major  European 
capital  cities  and  little  more  than  one  hour 
away  from  the  Portuguese  capital,  Lisbon. 


The  island  has  a  modern  digital  telecom- 
munications system,  with  direct  dialing  to 
anywhere  in  the  world. 

PREMIUM 
ADVANTAGES 

Positioned  off  the  coast  of  southwest 
Europe,  625  miles  from  Lisbon  and  545 
miles  from  the  coast  of  Africa,  Madeira's 
industrial  free-trade  zone  offers  interna- 
tional manufacturers  and  assemblers  an 
advantageous  platform  for  supplying 
markets  in  Europe,  Africa,  and  North  and 
South  America. 

The  296-acre  zone,  five  miles  from  the 
airport,  has  its  own  port  with  cargo  facili- 
ties. Container  port  facilities  are  available 
in  Funchal,  the  island's  capital,  19  miles 
to  the  west.  Madeira's  proximity  to 
Europe  and  its  full  EU  membership  offer 
producers  privileged  access  to  the  world's 
largest  market. 

Companies  operating  in  the  zone  are 
automatically  entitled  to  exemption  from: 

•  Corporate  tax  and  municipal  property 
tax  on  income  from  operations  in  the  zone 
until  the  year  201 1 

•  Transfer  tax  and  gift  and  inheritance 
tax  on  the  acquisition  of  real  estate 

•  Capital  gains  tax  on  the  sale  of 
fixed  assets 

•  Rates  and  local  taxes 

•  Withholding  tax  on  loans  from  foreign 


banks  and  on  bonds  issued  by  the  compa- 
nies, provided  the  funds  are  used  exclu- 
sively for  investment  or  to  finance  operas 
tions  in  the  zone 

•  Withholding  tax  on  royalties  and  othe 
payments  for  know-how  transfers. 

Entrepreneurs  investing  in  the  capital  a 
companies  set  up  in  the  zone  are  also 
entitled  to: 

•  Complete  exemption  from  withholdir 
and  income  tax  on  dividends,  interest  on 
shareholders'  loans  or  any  other  type  of 
income  from  zone-based  companies 

•  Exemption  from  transfer  tax  and  gift 
and  inheritance  tax  for  all  transfers  of 
shares  or  other  forms  of  participation  in  t! 
capital  of  companies  operating  exclusivel 
in  the  zone. 

Other  advantages  for  manufacturing 
companies  include: 

•  Total  exemption  from  value-added  taj 
(VAT)  and  customs  duties  on  the  importa 
tion  of  goods  to  be  stored  and/or  worked 
on  in  the  zone,  and  on  equipment  to  be 
used  by  companies  operating  in  the  zone 

•  Exemption  from  export  quotas 

•  Incentives  for  energy-efficient  manu- 
facturing processes 

•  Readily  available  factory  and  ware- 
house facilities 

•  Important  labor  incentives  that  includ 
a  grant  of  50%  of  staff  retraining  costs. 

Forty-one  companies  are  operating  in 
the  free-trade  zone  or  awaiting  licenses. 
The  sectors  they  are  involved  in  include 
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ptics,  clothing,  glassware,  textiles,  food- 
uffs,  plastics,  household  appliances, 
;ment,  tobacco,  fruit  juices,  energy  pro- 
uction  and  computers. 


The  island's  offshore  financial  center 
tables  banks  and  other  institutions  to 
Derate  with  funds  raised  and  invested 
atside  their  region  of  residence.  This  is 
proven  formula  for  success  in  a  region 
ich  as  Madeira  that  enjoys  social  and 
)litical  stability  and  benefits  from  a 
raightforward  tax  system. 
A  total  of  30  financial  institutions  cur- 
ntly  operate  in  the  IBC.  They  include 
hemical  Bank,  Citibank,  Deutsche  Bank 
id  ABN-Amro  Bank  as  well  as  every 
artuguese  bank. 

Offshore  financial  companies  in  the 
inter  are  exempt  from  corporate  taxes  on 
1  revenues  resulting  from  operations  car- 
zd  out  by  the  branch,  if  these  are  exclu- 
vely  carried  out  with  non-residents  in 
jrtugal  or  with  other  entities  established 
ithin  the  IBC. 

International  branches  are  exempt  from 
ithholding  taxes  on  revenues  paid  in 
lation  to  the  funding  of  other  operations 
i  long  as  the  providers  of  the  funds  are 
itities  established  within  the  legal  frame  - 
ork  of  the  IBC  or  non-residents  in 
irtuguese  territory. 

Offshore  service  and  financial  compa- 
es  can  set  up  anywhere  on  the  island, 
lore  than  1,300  service  companies  are 
ready  taking  advantage  of  benefits  that, 
nong  other  privileges,  entitle  firms  to 
>mplete  exemption  from  withholding  and 
come  taxes  on  dividends,  interest  on 
iareholders'  loans  and  on  any  other  type 
'  income  from  companies  participating  in 
e  initial  capital  of  a  service  enterprise. 
Foreign  companies  operating  in  IBC  are 
;e  from  all  restrictions  on  the  transfer  of 
ofits  and  capital  invested,  on  the  transfer 
'  funds  connected  with  trade  and  on  the 
iportation  of  funds. 

Madeira's  international  shipping  register, 
AR,  provides  a  competitive  alternative  to 
her  international  registers  but  also  main- 
ins  the  technical  discipline  and  safety  that 
laracterize  conventional  shipping  regis- 


ters. The  island  is  ideally  positioned  to 
provide  speedy  registration  of  vessels  and 
vessel  mortgages. 

NEW  YACHT 


REGISTRY 

Since  August  I,  1994,  it  has  been  possi- 
ble to  register  yachts  with  MAR.  If  a  yacht 
is  registered  by  a  company  operating  within 
the  IBC,  it  is  entitled  to  reduced  registration 
and  annual  fees. 

The  MAR  sets  high  standards.  All 
vessels  registered  fly  the  Portuguese  flag. 
The  register  complies  with  all  interna- 
tional conventions  ratified  by  Portugal. 
Commercial  vessels,  including  platforms, 
may  be  registered.  The  private  deeds  reg- 
istry office  in  Madeira  assures  fast  regis- 
tration without  bureaucratic  delays. 
Vessels  may  also  be  temporarily  regis- 
tered at  Portuguese  Consulates. 

Tax  and  other  incentives  for  shipping 
companies  include: 

•  No  income  tax  is  payable  on  profits 
made  by  companies  that  own  ships  under 
the  Portuguese  flag  that  operate  in  interna- 
tional waters 

•  Dividends  distributed  to  shareholders 
are  exempt  from  taxation 

•  No  estate  duty  is  payable  on  the  inheri- 
tance of  shares  in  a  shipping  company 


•  No  capital  gains  tax  is  payable  on  the 
sale  or  transfer  of  a  ship  or  shares  in  a 
shipping  company 

•  No  income  tax  is  payable  on  the 
salaries  of  officers  and  crew  of  vessels  that 
operate  in  international  waters. 

Other  tax  advantages  may  be  available 
through  the  operation  of  Portugal's  double- 
taxation  treaties. 

Comprehensive  information  about  the 
IBC  is  available  through  a  bulletin  board 
called  Madeira  Online.  The  system 
combines  a  computer  database,  containing 
information  about  the  offshore  center, 
with  electronic  mail. 

Access  is  free  and  can  be  established 
through  modem  from  any  IBM  compatible 
or  Apple  Macintosh  computer  using  VTI00 
emulator  software,  by  calling  (351-91) 
233230. 

Madeira  Online  provides  information  on 
legislation,  contacts,  operational  issues, 
fiscal  and  financial  benefits,  how  to 
incorporate  a  company  in  Madeira  and  the 
advantages  of  operating  in  the  offshore 
center.  It  also  contains  details  of  SDM's 
promotional  activities. 
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How  a  determined 
duo  pulled  the  Big 
Six  firm  out  of  the 
techno-doldrums 


w 


ithin  two  months 
of  being  named  vice 
chairman  of  tech- 
nology at  New 
York  City-based 
Coopers  &  Lybrand 
in  December  1992,  Ellen  M.  (Lin) 
Knapp  set  off  on  a  cross-country  road 
show.  At  dozens  of  Coopers  manage- 
ment meetings  in  its  geographically 
dispersed  offices,  the  aggressive  Knapp 
laid  out  the  company's  information 
technology  status.  She  wasn't  bearing 
good  tidings. 

Even  in  a  company  in  the  midst  of 
a  massive  restructuring  of  the  way  it 
did  business,  which  Coopers  Chairman 
Eugene  Freedman  had  initiated  two 
months  before,  Knapp's  presentation 
was  jolting.  Several  months  of  assess- 
ing Coopers's  end-user  computing  envi- 
ronment had  shaken  Knapp.  "I  told  the 
partners  that  if  I  had  known  what  the 
situation  was,  I  never  would  have 
taken  this  job,"  she  said. 

The  situation,  it  turned  out,  was  a 
nightmare.  Coopers  culture,  a  decen- 
tralized web  of  independent  local  of- 
fices, had  created  an  incoherent  mud- 
dle of  techno-dysfunction  for  the  $5.2 
billion  Big  Six  accounting  firm. 

The  U.S.  operations  alone  had  spent 
upward  of  $100  million  annually  on 
technology  for  almost  a  decade.  No 
one  had  a  clue  what  that  money  had 
bought.  Each  practice  had  carte 
blanche  to  buy  whatever  computers 
and  software  it  wanted. 

Not  only  did  partners  buy  virtually 
anything  they  wanted — and  Coopers 
had  one  of  nearly  every  kind  of  person- 
al computer  and  peripheral  on  the 
market — but  they  bought  in  quantities 
of  one.  There  was  no  volume  purchas- 
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ing  to  leverage  Coopers's  enormous 
buying  power — not  even  of  Lotus  1-2-3, 
the  spreadsheet  that,  simply  by 
serendipity,  came  as  close  as  anything 
to  a  standard  at  Coopers. 

And  no  one  had  ever  compiled  an 
inventory  of  company  computers.  In 
trying  to  get  a  handle  on  the  past  five 
years  of  computer  purchases,  Knapp 
discovered  that  technology  spending 
was  included  in  no  fewer  than  125  dif- 
ferent budget  items.  "It  was  accounted 
for  radically  differently  office  by  of- 
fice," Knapp  says.  "And  in  most  bud- 
gets it  was  thrown  into  capital  ac- 
counting, which  also  includes  furni- 
ture, carpeting,  facilities  upgrades  and 
the  like." 

ISOLATED  ISLANDS 

Most  damaging,  there  was  no  technolo- 
gy guru  at  the  heart  of  the  firm  to 
build  a  cohesive,  companywide  infor- 
mation network.  The  hundreds  of  geo- 
graphically dispersed  pockets  of  tech- 
nology had  become  isolated  islands.  In 
the  increasingly  competitive  world  of 
Big  Six  accounting,  its  technology'  dis- 
sarray  had  left  Coopers  on  the  brink  of 
disaster. 

"If  anybody  needed  a  CIO  in  the 
mid-1980s,  it  was  Coopers,"  says  a  for- 


mer Coopers  consultant. 

Nicholas  G.  Moore,  the  26-year  vet- 
eran of  Coopers  who  takes  over  as  i 
chairman  on  October  1,  felt  the  frustra- 
tion in  his  former  role  as  vice  chair- 
man in  charge  of  client  services,  based 
in  Coopers's  San  Jose  office. 

"Being  in  Silicon  Valley  for  more 
than  20  years  of  my  career  made  me 
very  aware  of  the  importance  of  tech- 
nology," Moore  says.  "I  had  some  peo- 
ple in  my  office  who  were  very  sensi- 
tive to  these  issues  and  made  me 
aware  that  we  were  not  maximizing 
technology  as  we  should  have." 

And  among  the  fiercely  competitive 
Big  Six,  Coopers  was  barely  a  blip  on 
the  radar  screen  of  client  favorites. 
"They  didn't  have  a  reputation  in  cor- 
porate America  for  being  on  the  lead- 
ing edge  of  anything,"  says  Rick  Tel- 
berg,  editor  of  Accounting  Today,  an 
industry  newspaper.  Known  for  compe- 
tence in  its  audit  and  tax  work,  Coo- 
pers was  way  in  the  back  of  the  pack 
when  it  came  to  high  ratings  by  chief 
financial  officers. 

It's  difficult  to  imagine  a  huge 
multinational  company  with  67,000 
employees  entering  the  1990s  without 
a  technology  chief.  But  in  a  turf-orient- 
ed partnership  run  by  bean-counters, 
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Ellen  Knapp  (left)  and  Eugene  Freedman:  Rising  star 
and  departing  chief. 


dsion  was  a  rare  commodity — until 
:reedman  muscled  his  way  to  the 
chairmanship  in  1991. 

Abrasive,  iconoclastic  and  with  ex- 
>ensive  tastes,  Freedman  ruffled  many 
eathers  in  his  short  tenure  as  chair- 
nan.  He  decided  to  act  like  a  leader  in 
m  organization  where  collegial  banter- 
ng  and  countless  committees  of  man- 
iging  partners  slowed  the  pace  of 
change. 

Industry  watchers  agree  that  Coo- 
lers needed  to  be  streamlined  and  that 
:reedman  accepted  the  painful  task.  In 
ess  than  three  years,  Freedman  re- 
)laced  as  much  as  35%  of  the  consult- 
ng  staff,  slimmed  130  individual  profit 
centers  down  to  30,  cut  as  much  as 
>30  million  from  the  company's  annu- 
il  operating  costs  and  invested  $100 
nilhon  in  hiring,  technology,  market - 
ng  and  development  costs  to  support 
he  overhaul  of  the  firm. 

With  Freedman's  relentless  prod- 
ling,  Coopers  has  established  a  new 
trategic  vision,  based  on  an  outline 
iroduced  by  a  55-member  task  force  of 
hoopers  practice  partners  that  met  for 
ight  months.  The  strategy,  which 


streamlined  Coopers  into  five  core 
businesses  and  seven  core  "competen- 
cies," went  into  Coopers's  law  in  Oc- 
tober 1992.  Two  years  later,  it's  pro- 
ducing undeniable  results. 

Freedman  also  understood  a  funda- 
mental truth  that  had  eluded  Coopers 
management  for  a  decade:  Information 
technology  is  vital  to  a  prosperous  fu- 
ture. 

Freedman  championed  Knapp  even 
though  a  woman  had  never  before 
reached  vice-chairman  level — in  any  of 
the  Big  Six  accounting  firms.  In  the 
men's-club  atmosphere  of  Coopers, 
where  just  7%  of  the  partners  are 
women,  the  move  was  tantamount  to 
anarchy.  Knapp  wasn't  even  a  Coopers 
homegrown  product.  She'd  joined  in 
1986  as  a  direct-entry  partner  from 
Booz,  Allen  to  bolster  Coopers's 
nascent  and  struggling  information 
technology  consulting  practice.  She 
proved  a  dynamic  IT  consultant,  un- 
afraid to  tell  clients  the  bad  news. 

"She  had  the  ability  to  explain  in 
English  what  we  needed  to  know," 
Freedman  says.  "And  she  had  the  de- 
termination to  make  it  happen." 


By   Glenn  Rifkin 


A  former  North  Carolina  high 
school  cheerleader  who  drove  the  ath- 
letic-team bus  to  away  games  to  earn 
extra  money,  the  46-year-old  Knapp 
isn't  unlike  Freedman.  She  is  aware 
that  she  ruffles  feathers  with  her  forth- 
right style  and  tireless  prodding.  She 
quickly  dismisses  cynics  who  claim 
she  is  out  only  for  herself. 

"Are  people  threatened  by  people 
like  me?  Absolutely  yes,"  Knapp  de- 
clares. "By  the  very  fact  that  we  set 
out  to  address  a  fundamental  compe- 
tency. There  is  part  of  the  population 
that  might  be  able  to  play  out  the  rest 
of  their  career  without  having  to  face 
new  skill  development  and  the  use  of 
technology  if  this  wasn't  happening." 

SETTING,  MEETING  GOALS 

Since  Knapp's  first  foray  at  Coopers, 
much  has  changed.  She  has  single- 
handedly  begun  to  transform  the  firm's 
technology  profile,  instituting  desper- 
ately needed  standards  and  bringing  to- 
gether hot  new  technology  with  the 
right  people  to  implement  it.  She  has 
set  aggressive,  time-based  goals.  She 
says  that  not  only  can  she  meet  these 
objectives,  but  without  any  more 
money  than  Coopers  has  already  been 
spending  on  technology. 

And  to  call  this  transformation  crit- 
ical is  to  understate  it.  "Can  they 
change?  They  have  no  choice,"  says 
Telberg.  "If  not,  they'll  be  out  of  busi- 
ness. There's  no  law  that  says  we  must 
have  six  big  accounting  firms." 

Telberg  and  other  industry  analysts 
are  bullish  on  new  chairman  Moore. 
"Coming  from  the  Silicon  Valley  prac- 
tice, he  clearly  has  a  technology  back- 
ground," Telberg  says.  "He  is  the  first 
Big  Six  chairman  so  closely  identified 
with  technology.  He's  got  this  stuff  in 
his  veins,-  you  don't  have  to  explain  it 
to  him.  And  that  in  itself  is  a  real  sig- 
nal that  the  partners  are  sending  to  the 
outside  world."  (Freedman  agreed  to 
step  down  only  after  an  unsuccessful 
campaign  to  change  company  rules — 
which  require  retirement  at  age  62 — 
and  gain  a  second  three-year  term  as 
chairman.) 

Moore,  52,  says  he's  a  fan  of  Knapp's 
and  that  he  intends  to  support  fully  the 
initiatives  she  has  set  in  motion.  "I  was 
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Knapp's 
Grand  Plan 

Among  the  objectives  of  Knapp's  tech- 
nology strategy: 

✓Tie  nearly  all  of  Coopers's  67,000 
worldwide  partners  and  staff  together 
over  an  electronic  information  network 
using  Notes  and  Lotus's  desktop  suite 
of  applications  as  the  worldwide  stan- 
dard. 


✓Roll  out  the  Coopers  &  Lybrand  Audit 
Support  System  to  the  firm's  6,000  U.S. 
auditors,  and  eventually  all  15,000  world- 
wide. CLASS  automates  and  facilitates 
every  aspect  of  an  audit,  from  initial  plan- 
ning to  the  final  report,  allowing  mem- 
bers of  an  engagement  team,  no  matter 
where  they  are,  to  simultaneously  view 
and  update  audit  files.  Coopers  esti- 
mates it  will  cut  up  to  20%  of  the  time 
and  cost  of  an  audit  while  significantly 
enhancing  quality. 

✓Roll  out  Tax  Electronic  Desktop,  the 
tax  equivalent  of  CLASS,  to  the  firm's 
2,800  tax  partners  and  professionals  in 
the  U.S.,  and  eventually  overseas. 

✓Incorporate  the  Knowledge  Network, 
an  innovative  in-house  information  net- 
work, into  the  Notes  environment  to 
make  the  network  interactive  rather  than 
simply  one-way  broadcasts.  Knowledge 
Network  is  a  repository  of  timely  broad- 
cast information  on  different  subjects,  in- 
ternal presentations,  newsletters  and 
other  outside  data,  which  can  be  tapped 
into  from  around  the  world  via  modem. 

✓Build  a  multimedia,  on-line  information 
service  with  the  help  of  Ziff-Davis's  Infor- 
mation Access  Corp.  for  all  Coopers 
worldwide  partners  and  staff.  The  net- 
work, scheduled  to  roll  out  in  first-  quar- 
ter 1995,  will  include  news  articles, 
courseware,  team  development  tools  and 
video  set  pieces  sharing  individual  part- 
ners' expertise.  It's  designed  to  keep 
Coopers  professionals  a  step  ahead  of 
clients  and  reduce  the  amount — as  much 
as  $5,000  per  year — Coopers  now  spends 
per  employee  on  education  and  training. 

recently  at  a  meeting  in  Zurich  where 
Lin  made  a  presentation  to  our  interna- 
tional executive  committee,  and  I  see 
broad-based  support  for  what  she  is 


doing,"  Moore  says.  "She  has  already 
made  significant  strides  in  taking  our 
international  buying  power  and  making 
it  available  to  the  entire  firm." 

Knapp,  in  turn,  says  she  is  thrilled 
that  Moore  was  elected  chairman. 

Knapp's  grand  plan  aims  to  turn  the 
staid  96-year-old  accounting  firm  into  a 
massive  information  collaborative.  Its 
67,000  employees  in  750  offices  in  140 
countries  will  be  linked  via  Lotus 
Notes  software,  not  only  to  each  other 
but  clients  such  as  Allied  Signal, 
AT&T,  3M,  Johnson  &  Johnson,  Digi- 
tal Equipment  and  Unum  and  suppli- 
ers like  Lotus  itself. 

Freedman  hopes  that  innovative 
technology  initiatives  already  under 
way,  such  as  creating  for  the  first  time 
a  set  of  worldwide  technology  standards 
for  Coopers,  along  with  a  powerful  new 
audit  support  system  and  on-line  news 
and  information  network,  will  sharpen 
the  firm's  competitive  edge,  increase 
gross  margins  and  bring  in  new  busi- 
ness in  an  increasingly  tough  account- 
ing and  consulting  market. 


Like  its  other  Big  Six  competitors, 
Coopers  faces  the  stark  reality  that 
business  as  usual  won't  fly  anymore. 
Revenues  grew  just  4%  for  all  the  Big 
Six  in  both  1992  and  1993,  less  than 
half  the  growth  in  the  go-go  1980s,  ac- 
cording to  Bowman's  Accounting  Re- 
port, an  industry  newsletter.  Smaller, 
local  accounting  firms,  with  leaner 
staffs  and  lower  costs,  are  grabbing 
business  at  a  sharper  rate. 

Coopers  is  now  fighting  back. 

Coopers'  auditors,  armed  with 
Compaq  and  DEC  486  laptop  comput- 
ers and  the  firm's  new  CLASS  auditing 
software,  have  completely  reengineered 
and  automated  the  audit  process. 
That's  cut  20%  off  the  time  and  cost  of 
audits  for  major  clients. 

And  the  technology-driven  make- 
over is  already  having  an  impact  on 
profits. 

Coopers  profits  were  up  7%  in  1993, 
and  Freedman  predicts  another  10%  in- 
crease this  year.  According  to  an  Ac- 
counting Today  survey  of  SEC  filings, 
Coopers  is  snagging  more  new  clients 
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Coopers  Comeback 


now  than  any  other  Big  Six  firm,  gar- 
nering more  than  12%  of  all  new  busi- 
ness in  1993,  compared  to  10%  for 
Arthur  Andersen  and  Ernst  &  Young. 
In  the  first  half  of  1994,  Coopers  and 
Arthur  Andersen  were  the  only  two  of 
the  Big  Six  that  brought  in  enough  new 
business  to  offset  loss  of  clients. 

Compared  to  1992,  when  Coopers 
was  last  among  the  Big  Six  with  a 
meager  5%  of  new  business,  the  firm 
has  already  begun  to  change  its  image, 
industry  watchers  say.  "The  strategy  is 
absolutely  making  a  difference,"  de- 
clares James  R.  Peterson,  U.S.  editor  for 
the  Dublin,  Ireland-based  International 
Accounting  Bulletin.  "They  are  win- 
ning more  new  business  than  anyone 
else  right  now." 

"We  were  very  surprised  by  Coo- 
pers," says  Rod  Hook,  chief  financial 
officer  at  Unum,  the  $3.4  billion  insur- 
ance giant  based  in  Portland,  Maine. 
Unum  hired  Coopers  last  year  to  han- 
dle its  audit  process  after  25  years  as  an 
Ernst  &.  Young  client.  "We'd  heard 
from  some  external  sources  that  Coo- 
pers had  been  coming  on  very  strong  of 
late,  but  we  were  still  surprised." 

Hook  says  the  makeover  of  Coopers 
is  having  a  positive  impact,  positioning 
the  company  as  a  leader  in  chent  ser- 
vice. "In  our  past  relationship,  our 
needs  were  changing  and  service  levels 
weren't,"  Hook  says.  "We  were  look- 
ing for  a  dynamic  firm  that  would  re- 
spond to  customer  needs."  For  exam- 


The  Race  (or  Market  Share* 


pie,  he  explains  that  Coopers's  use  of 
computers  to  automate  the  audit 
process  is  reshaping  the  way  Unum's 
internal  audit  group  does  its  work,  cut- 
ting hours  out  of  the  process  while  im- 
proving the  quality  of  the  audit. 

Big  clients  like  the  $14  billion  Digi- 
tal Equipment,  a  Coopers  client  since 
Digital  was  founded  in  1957,  are  also 
feeling  the  effect.  "They've  become 
more  and  more  efficient  in  doing  audit 
work  for  us,"  said  William  M.  Steul, 
Digital's  chief  financial  officer  before 
he  departed  earlier  this  year.  "They've 
offered  us  more  and  more  new  services 
in  consulting  and  are  particularly  good 
in  the  process  reengineering  arena.  I 
don't  know  how  many  years  we  could 
have  said  that  about  Coopers." 

A  LIGHT  BULB  GOES  ON 

A  new  attitude  has  emerged  inside  the 
firm  in  the  past  18  months,  Knapp 
says.  The  technology  push  has  quickly 
become  a  pull  on  the  parts  of  partners 
and  associates  anxious  to  take  advan- 
tage of  new  opportunities.  "I've  never 
seen  a  collective  light  bulb  go  on  like  it 
has  here,"  she  said. 

At  a  follow-up  meeting  three 
months  after  her  first  tour  around 
Coopers,  Knapp  told  the  executive 
committee  about  her  infrastructure 
plans.  She  won  them  over  when  she 
promised  that  she  could  get  her  plan 
up  and  running  at  no  incremental  cost 
to  the  firm.  "We  can  get  what  we  need 


for  that  same  $100  million  and  still 
save  enough  to  add  more  value," 
Knapp  told  the  committee.  "Our  chal- 
lenge isn't  to  spend  more  but  to  spend 
smarter.  We  will  use  the  money  saved 
to  deploy  new  technology  like  a 
human  resources  information  system, 
videoconferencing,  multimedia,  docu- 
ment imaging  and  more." 

The  plan  was  set  for  five  years,  but 
Knapp  believes  "we  are  absolutely  on 
track  to  pull  it  off  by  the  end  of  1996." 
The  partners  were  relieved,  Knapp  re- 
calls, because  they  had  all  seen  clients 
and  competitors  making  use  of  new 
technologies.  "Most  of  the  reaction 
Was  'get  on  with  it  and  hurry  up/" 
Knapp  says. 

But  as  with  any  early  success,  no 
one  should  be  ready  to  declare  victory 
just  yet.  Coopers  remains  a  good  dis- 
tance from  the  global  information  col- 
laborative it  wishes  to  become. 

Ranked  fourth  in  worldwide  rev- 
enues among  the  six  accounting  giants, 
Coopers  continues  to  fight  more  ag- 
gressive competitors,  such  as  Arthur 
Andersen  and  its  Andersen  Consulting 
spinoff,  when  it  comes  to  technology. 

Though  its  bread-and-butter  tax  and 
audit  businesses  remain  profitable,  ef- 
forts to  expand  consulting  and  other 
services  have  been  mixed  at  best.  All  of 
its  varied  consulting  practices,  such  as 
information  technology,  human  re- 
sources and  financial  advisory  services, 
only  turned  profitable  last  year,  and 
add  little  to  the  bottom  line.  Coopers 
says  it  expects  only  a  $30  million  prof- 
it from  consulting  this  year. 

And  getting  buy-in  on  the  technolo- 
gy plan  from  Coopers's  international 
operations  isn't  easy.  "It  used  to  be  if 
you  had  the  best  accountants  in  Istan- 
bul, you  could  be  competitive,"  said 
William  O'Brien,  Coopers  international 
vice  chairman.  "But  the  v/orld  has 
moved  beyond  that.  Our  objective  is  to 
have  our  clients  expect  a  similar  level 
of  service  anywhere  in  the  world." 

"The  most  important  thing  to  me  isi 
to  achieve  competitive  envy,"  Knappi 
said.  "All  of  what  we  are  doing  is  very; 
client-service  oriented  and  I  want  peo- 
ple to  say  'I  wish  I'd  positioned  my 
firm  the  way  Coopers  &  Lybrand  did 
for  the  year  2000."'  ® 


Arthur  Andersen      Coopers  &  Lybrand     Deloitfe  &  Touche    Ernst  &  Young  KPMG 


Price  Waterhouse    Non-Big  Six 
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Why  Settle  For  Being  Merely  Effective 
When  You  Could  Be  Insanely  Awesome? 


Introducing  Z-NOTEFLEX; 
The  Ultimate  Multimedia  Presenter. 

Loosen  your  tie,  and  get 
ready  to  bring  down  the  house. 
With  Z- NOTE  FLEX,  Zenith 
Data  Systems'  new  multi- 
k    media  showstopper. 

Built  around  a  powerful 
notebook,  the  Z-NOTEFLEX 
system  lets  you  take  the  show 
on  the  road,  and  carry  it  around 
in  your  hand.  With  sharp, 
colorful  video  and  stereo 
sound,  your  business  pre- 
sentations are  sure  to  get 
attention.  Detaching  the 
LCD  display  and  placing  it 
in  front  of  your  viewers  will 
have  an  even  greater  impact." 

And  the  Z-NOTEFLEX's 
modular  components  offer 
you  a  wide  range  of  system 
enhancements,  multi- 
media capabilities  and 
peripheral  solutions.  So  you 
custom  order  the  features  you 
want  today,  then  upgrade 
when  you're  ready. 


Z-NOTEFLEX 
up  to 

IntelDX4"  75MHz  processor 
1 6-bit  business  audio 
active-matnx.  256-color 
LCD  display 

FLEXSITE 
LCD  display  stand 

FLEXBAY 
battery  charging  bay 
floppy  drive  bay 

FLEXDOCK 
enhanced  port  replicator 
two  type-Ill  PCMCIA  slots 
networking  module 

FLEXSHOW 
double-speed  CD-ROM  drive 
amplified  stereo  speakers 
two  type-Ill  PCMCIA  slots 
integrated  power  supply 


•fa 
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Multimedia  PC 

Your  audience  wants  something  worth 
watching.  And  the  Z-NOTEFLEX  delivers. 
Make  that  connection,  and  you  could  be  an 
overnight  success. 

Call  us  for  the  awesome  details. 
1-800-289-1322,  Ext.  5123 


t  0  Zemin  Data  Systems  Corporation  Zenith  Data  Sys 
marks  ol  Zenith  Data  Syslems  Corporation  MPC2  certilicat 
k  of  Intel  Corporation  'With  the  optional  FLEXSITE  video  ! 


>rporation  Is  a  Bull  company  Z-NOTEFLEX  and  "Make  The  Coi 
k  is  owned  by  the  Multimedia  PC  Marketing  Council.  Inc  lnte1DX4  is  a 
"FLEXSHOW  unit  requires  AC  power  Specifications  are  subject  10  change 


ZENITH 

DATA  SYSTEMS 
Make  The  Connection 


FREE  INFORMATION  Qj3 
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FORBES  ASAP  advertisers  have  much  to 
offer  ASAP  readers.  To  receive  free 
information  from  any  of  the  following 
advertisers,  simply  fill  out  the  attached 
FREE  INFORMATION  PLUS  card,  check 
the  box(es)  of  each  advertiser  that 
interests  you  and  drop  the  card  in  the 
mail.  OR  Order  information  toll  free,  24 
hours  a  day  by  calling  1-800-463-6903. 
OR  Fax  your  completed  card  to  us  at 
(312)  922-3165. 


COMMUNICATIONS 


1.  SOURCE,  INC.  SOURCE,  the  nation's  leading 
supplier  of  both  new  and  preowned  communication 
products,  provides  product  support,  repair  and  con- 
sulting of  all  major  manufacturer's  equipment. 

•  Data  Network  Products  and  Services  • 

2.  ANIXTER  INC.  Anixter  is  a  global  networking 
and  wiring  systems  specialist  supplying  products 
and  services  for  the  transmission  of  data,  voice, 
video  and  multimedia. 

•  Enhanced  Fax  Services  • 

3.  DELRINA  COMMUNICATION  SERVICES  Now 

you  can  have  all  your  faxes  sent  directly  to  your 
Delrina  Fax  MailBox™,  using  your  own  800  number. 
Retrieve  faxes  instantly  using  Delrina  WinFax  PRO™ 
4.0  and  a  PC  or  laptop-  or  use  a  fax  machine.  Pager 
notification  is  available.  Call  1-800-238-8981 

•  Mobile  Satellite  Communications  • 

4.  COMSAT  MOBILE  INVESTMENTS  SatPhone 
Plus  packages  a  ready-to-use  Inmarsat-M  briefcase 
terminal  with  1,000  minutes,  fully  terminated  any- 
where in  the  world-  all  for  just  $15,995.  A  cost 
lower  than  the  typical  retail  price  of  a  single  termi- 
nal! 

•  Telecommunications  • 

5.  COHERENT  CONFERENCE  MASTER®  The 

complete  conference  calling  solution.  Near  CD- 
quality  sound,  simultaneous  two-way  conversations. 
Sold  worldwide. 

•  Wireless  Messaging  • 

6.  SKYTEL  The  SkyTel  nationwide  messaging  sys- 
tem delivers  important  information  to  you  instantly- 
virtually  anywhere  you  travel  in  the  U.S. 


7.  COMWARE  INCORPORATED  The  leading 
developer  of  customized  Electric  Performance 
Support  systems.  EPS  systems  let  you  use  your 
computers  to  deliver  Just-In-Time  Know-How  to 
employees. 


•  Consultants  • 

8.  OHIO  DEPARTMENT  OF  DEVELOPMENT- 
EDISON  PROGRAM  State-of-the-art  basic  and 
applied  research  in  technologies  that  can  improve 
company  productivity  and  product  quality. 

•  Information  Management  Systems  • 

9.  MICROAGE  INFOSYSTEMS  SERVICES 

MicroAge  and  MicroAge  Infosystems  Services  mar- 
kets information  technology  products  and  services 
through,  and  in  partnership  with  the  international 
network  of  more  than  1,500  franchised,  company- 
owned  and  affiliated  reseller  locations. 

•  Marketing  Communications  • 

10.  HENSLEY  SEGAL  RENTSCHLER  A  marketing 
communications  firm  with  considerable  expertise  in 
niche  markets  and  narrowcast  media.  Clients 
include  Apple  Computer,  Comware  Incorporated, 
CellCall  Network,  and  Xerox  Corporation. 

•  Ministerial  Location  Advisory  Service  • 

11.  BAVARIAN  MINISTRY  OF  ECONOMIC 
AFFAIRS  AND  TRANSPORT  Business  Location 
Advisory  Service.  The  Location  Advisory  Service  of 
the  Bavarian  Ministry  for  Economic  Affairs  and 
Transport  provides  consultancy  and  assistance 
through  all  stages  of  a  company's  site  selection 
process. 

•  On-line  Services  • 

12.  DHL  WORLDWIDE  EXPRESS  Turn  your  tele 
phone  into  a  powerful  shipment  tracking  tool  using 
DHL  Worldwide  Express'  new  automated  Global 
Track  system.  Get  package  delivery  status  informa- 
tion instantly. 

•  Telecommunications  Services  • 

13.  SINGAPORE  TELECOM  Singapore  Telecom  is 
a  global  telecommunications  company  offering  the 
latest  state-of-the-art  telecommunications  technolo- 
gy to  support  and  provide  customized  solutions  for 
MNCs. 

•  Transportation  Leasing,  Rental  &  Sales  • 

14.  RYDER  SYSTEM.  INC.  Ryder  is  the  premiere 
provider  of  highway  transportation  services  through- 
out the  world,  providing  trunk  rental,  leasing  and 
used  vehicle  sales.  Call  (800)  USED-TRK,  ext.  60. 


SOFTWARE 


15.  COMPUTERLAND  Personal  Computer  Product 
Services  and  Support. 

•  Investing  • 

16.  CHARLES  SCHWAB  &  CO  INC.  Charles 
Schwab  &  Co.,  Inc./StreetSmart,  the  first  investing 
software  for  Windows,  lets  you  place  your  own 
trades  and  saves  you  an  extra  10%  every  time  you 
invest. 


HARDWARE 


17.  ZENITH  DATA  SYSTEMS  Z  N0TEFLEX  comes 
equipped  with  five  user-configurable  components, 
local  bus  technology,  multimedia  capabilities  for 
mobile  professionals  and  runs  a  range  of  CPUs 
including  Intel's  DX4.  Call  1-800-289-1322,  Ext. 
5123. 


Mobile  Security  Robotics  • 

18.  CYBERMOTION  MOBILE  ROBOTIC  SYS- 
TEMS Operation  for  up  to  three  shifts  a  day. 
Ability  to  sense  invisible,  odorless  hazards. 
Reduced  management  and  overhead  costs. 
Reduced  hazard  exposure  to  personnel. 


•  Area  Development  • 

19.  MAINE  DEPARTMENT  OF  ECONOMIC  & 
COMMUNITY  DEVELOPMENT  When  extraordi- 
nary initiatives  for  business  are  combined  with  a 
strategic  trade  location,  a  motivated  work  force,  low 
operating  costs  and  a  superb  quality  of  life,  it  means 
one  thing:  Total  Quality  Maine. 

•  Data  Management  Systems  • 

20.  SYMBOL  TECHNOLOGIES  Symbol 
Technologies  is  the  world  leader  in  bar  code-driven 
data  management  systems.  Symbol  designs  and 
manufacturers  bar  code-reading  equipment, 
portable  data  terminals  and  RF  data  communica- 
tions products 

•  Offshore  Centre  • 

21.  MADEIRA  DEVELOPMENT  COMPANY 

Madeira  Development  Company  is  the  concession- 
aire of  Madeira's  international  business  centre 
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By  Kevin  J.  Hogan 


North  to  tho  Future 

With  America's  last  frontier  offering  cash  incentives, 
second-generation  Alaskan  Scott  Henderson  went  home 
to  help  make  software  the  state's  next  natural  resource. 


It's  early  spring  in  Anchorage  and  a 
pale  glow  lingers  in  the  sky  well 
into  the  evening.  Scott  Henderson, 
savoring  beer-battered  halibut  at  a 
shoreline  restaurant,  explains  to  a 
visitor  how  the  best  is  yet  to  come. 

"You'll  have  to  come  back  in  the 
summer,  when  it's  like  this  all  night — 
nothing  like  it,"  Henderson  says  about 
his  childhood  home.  After  a  brief  stint 
in  the  lower  48,  the  31 -year-old  engi- 
neer has  returned  to  Alaska  to  raise  a 
family  and  a  software  company  among 
the  fisheries  and  oilfields. 


Henderson's  state  has  unique 
incongruities.  Straddling  the  Arctic 
Circle,  the  largest  state  in  the  Union 
encompasses  656,424  square  miles, 
twice  the  land  area  of  Texas.  Its  popu- 
lation of  550,043  is  the  smallest  of  any 
state  save  Wyoming.  The  most  sophis- 
ticated astronomical  and  meteorologi- 
cal equipment  sits  in  remote  villages. 

These  paradoxes  give  Scott  Hender- 
son's dream  substance.  You  don't  have 
to  be  in  a  Silicon  Valley  garage  or  on 
Boston's  traffic-clogged  Route  128  to 
have  a  go  at  the  high-tech  industry 


anymore.  All  you  need  is  ingenuity, 
the  right  equipment  and  a  few  tele- 
phone jacks.  And,  if  you  are  willing  to 
take  on  the  last  frontier,  state-spon- 
sored seed  money  can  help. 

Fishing  and  Multitasking 

Henderson  is  more  latter-day  nerd 
than  Jack  London  frontiersman.  Tall 
and  lean,  he  wears  glasses  for  an  astig- 
matism aggravated  by  too  many  hours 
of  computer-screen  staring.  He  speaks 
matter-of-factly  of  a  lifestyle  some 
might  find  idyllic — 121  miles  of  moun- 
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tain  bike  and  cross-country  ski  trails, 
three  downhill  ski  slopes  and  "the  best 
fishing  in  the  world"  wait  at  his 
Anchorage  doorstep.  But  he  gets  excit- 
ed by  acronym-laden  discussions  of 
lucubration,  multitasking  or  graphical 
user  interfaces. 

Henderson  is  second-generation 
Alaskan.  He  graduated  from  the  Uni- 
versity of  Alaska,  Fairbanks,  in  1988 
with  a  B.S.  in  civil  engineering.  While 
in  school,  he  worked  for  the  U.S.  Army 
Corps  of  Engineers  and  a  few  small 
consulting  firms. 

Boeing  hired  him  in  January  1989  as 
a  structural  design  engineer  to  work 
with  CAD-based  systems  designing 
and  analyzing  aircraft  struts  at  Boeing's 
Seattle  headquarters.  Seven  hundred 
and  fifty  people  staffed  his  division, 
small  by  Boeing  standards,  but  still  too 
large  for  Henderson. 

Henderson's  grand  design  for  his 
company,  incorporated  as  Finite  Tech- 
nologies Inc.,  began  in  1990  with  an 
idea,  a  proposal  and  a  few  hundred  dol- 
lars raised  by  him  and  his  father.  He 
found  what  he  saw  as  a  market  niche 
for  an  accounting  program  that  would 
work  on  several  systems,  be  they  PC, 
Next  or  Macintosh.  He  recruited  two 
other  fonner  Boeing  employees,  Chan- 
ning  Lovely  in  Denver  and  John  Butter- 
worth  in  Albuquerque,  to  help  him 
crunch  code. 


ASTF's  John  Sibert  maps  out 
the  state's  high-tech  future. 


Headstrong  and  cocky,  Henderson 
believed  at  the  time  that  once  he  had 
the  product,  an  accounting  program  for 
accountants  and  their  clients,  the  rest 
would  come  naturally,  no  matter,  where 
his  closest  market  competitor  might  be. 
But  first  there  was  the  problem  of  fund- 
ing. After- watching  a  few  businesses 
crash  and  bum  when  their  founders  lost 
the  controlling  interest,  Henderson 
didn't  want  to  be  reined  in  by  what  he 
sees  as  a  cutthroat,  callous  venture  cap- 
italist crowd.  "Most  of  them,  seems  to 
me,  are  out  for  the  kill.  They  want  in 
and  out.  I've  got  a  family.  I  am  in  this 
for  the  long  term,"  says  Henderson. 

Government  as  Investor 

"Scott  was  very  much  like  a  lot  of 
techies  with  good  ideas  or  very  early- 
stage  stuff,"  says  John  Sibert,  executive 
director  of  the  Alaska  Science  and 
Technology  Foundation,  from  a  comer 
office  that  looks  out  on  the  peak  of 
Mount  McKinley,  Anchorage's  dwarfed 
skyline  and  the  occasional  stray 
moose. 

ASTF  gave  Henderson  a  $124,000 
grant  to  stay  in  Alaska  and  build  his 
company. 

ASTF,  as  an  entity,  reflects  Alaska's 
history.  Since  the  late  1860s,  when  the 
land  still  belonged  to  Russia,  Alaskan 
resources — whether  furs  or  metals  or 
timber — were  mostly  tapped  for  the 
profit  of  outsiders.  So  when  Alaska 
became  a  state  in  1959,  its  constitution 
included  a  clause  that  when  any 
resource  is  culled  from  state  lands,  a 
royalty  is  owed  to  the  state's  people. 

When  state  lands  were  leased  and 
the  great  Alaskan  pipeline  built  for 
petroleum  exploration  in  the  1970s, 
this  mandate  turned  into  a  boon.  The 
Permanent  Fund  Corp.  was  established 
to  create  an  investment  base  and  man- 
age the  billions  of  royalty  dollars  that 
poured  into  state  coffers.  As  a  public 
trust,  the  Permanent  Fund  now  con- 
tains $15  billion  and  gamers  more  than 
$1  billion  a  year  from  investments. 

In  1988,  a  $100  million  endowment 
was  set  aside  to  establish  the  ASTF. 
With  natural  resources  a  finite  com- 
modity, the  state  is  looking  to  diversify 
its  economy.  ASTF  operates  a  public 
corporation  that  seeks  to  fund  busi- 


nesses that  harness  new  technologies. 

But  this  isn't  some  tax-and-spend, 
big-government  boondoggle.  For  one 
thing,  Alaska  has  no  state  or  income 
taxes.  The  Permanent  Fund  has  kept 
the  state  in  surplus  since  1980.  Each 
resident  actually  receives  an  annual 
dividend  from  the  fund;  last  year  it  was 
$950. 

"Bureaucrats  shouldn't  tell  people 
how  to  do  business,"  says  Sibert. 
"What  we  should  be  doing  is  catalyz- 
ing good  change.  In  order  to  do  that, 
you  must  put  business  in  the  driver's 
seat.  But,  you  also  need  to  provide  peo- 
ple with  the  resources  to  give  them 
what  they  don't  have." 

Since  1988,  479  major  grant  propos- 
als have  been  reviewed,  with  103 
accepted.  Grantees  report  quarterly, 
and  get  a  portion  of  their  award  quar- 
terly, according  to  benchmarks  they  I 
define  when  applying  for  the  grant.  I 
The  criteria  for  securing  a  grant  include  I 
matching  private  funds  or,  as  in  Hen- 1 
derson's  case,  the  equivalent  in  time  I 
and  labor.  ASTF  also  does  on-site  visits  I 
to  the  grantees. 

According  to  Alaska's  Department! 
of  Labor,  projects  funded  by  ASTF  have  I 
created  630  new  jobs.  If  your  project 
becomes  profitable,  you're  obliged  to 
pay  back  1.5  times  the  original  award. 
If  you  decide  to  take  your  company  out 
of  state,  be  prepared  to  make  a  sub- 
stantial reimbursement  to  Alaska. 

Henderson's  quarterly  reports  to 
ASTF  ensure  he  isn't  virtualizing  his 
product  as  well  as  his  office.  Without  a 
gaggle  of  VCs  or  loan  brokers  muddy- 
ing his  pool,  he  answers  to  no  one  but 
himself.  This  might  be  good  for  his 
ego,  but  not  necessarily  for  business. 
Finite  Technologies'  accounting  soft- 
ware is  about  a  year  and  a  half  behind 
the  schedule  presented  to  ASTF  in 
1990.  In  the  interim,  Henderson  hasl 
released  other  software  packages.  The) 
first,  released  in  March  of  1991,  called 
FTI/DOE,  enables  engineers  to  model! 
heating  and  cooling  systems.  The  sec-| 
ond,  AquaNet,  is  a  multiplatform  sim- 
ulation program  for  engineers  who 
design  pipe  systems  for  sewage  and! 
drinking  water.  Sales  are  in  the  tens  of) 
thousands,  enough  to  keep  Sibert  andi 
ASTF  satisfied  that  Henderson  is  on 
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It's  time  your 

telephone 

*"       and  Pf^ 

Your  phone  and  ^^^^^^ 
computer  will  click 

like  never  before.  B  jt  H 

started 

talking 

same  language. 


Call  for  a 
free  game  disk. 
Discover  the  power 
of  Passage  to  the 
Impossibly  Rich. 


Next  time  you're  at  your  desk  and  the 
phone  rings,  imagine  having  the  name  of 
the  client  who's  calling  you  pop  up  on 
your  PC.  Along  with  his  current 
files.  And  imagine  never  having 
to  keep  track  of  incoming  and  out- 
going calls  again.  Because  it's  done 

you.  Automatically. 
AT&T  not  only  imagined  it.  They  cre- 
It's  called  Passage  Way™  Solution. 
It  works  with  AT&T's  Communications 
Systems  and  your  individual  or  networked 
PCs.  Providing  a  crucial  link  between 
communication  and  information.  So  you 


can  work  the  way  you  want  to,  not  the 
way  you  have  to. 

Call  1 800  325-7466,  ext.  491,  today. 
And  ask  about  the  AT&T  PassageWay 
Solution.  Because,  if  you  re  looking  for  a 
way  to  make  your  business  more  efficient, 
we  speak  your  language. 


NSS.  Where  innovation  leads. 


AT&T 
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the  right  track. 

"Sometimes  projects  can  take  some 
twists  and  turns,"  says  Sibert.  "If  what 
vScott  shows  us  at  the  end  of  each  quar- 
ter is  sufficient  to  what  we  see  as 
progress,  then  he  gets  his  check." 

Anatomy  of  an  Alaskan  Startup 

Like  any  other  innovator,  Henderson 
will  at  times  clock  80  hours  of  work  a 
week.  But  he  insists  that's  only 
because  he  wants  to. 

"Before,  when  I  was  on  the  corpo- 


rate track,  I  was  putting  in  the  same 
kind  of  hours.  But  now,  I  get  things 
done  my  own  way  with  no  one  trying 
to  manage  me.  That's  what  I  do  best," 
says  Henderson. 

Henderson  originally  set  up  shop  in 
rented  offices  in  downtown  Anchorage. 
But  as  the  high  intensity/low  yield 
days  of  initial  research  and  develop- 
ment began  to  drag  on,  he  left  down- 
town and  turned  his  two-bedroom  con- 
dominium into  an  Arctic  Silicon  Val- 
ley garage. 


Wheeling  his  desk  chair  from  key- 
board to  telephone  to  hard  drive,  Hen- 
derson looks  like  a  jittery  general  in 
Mission  Control.  With  piles  of  manu- 
als and  tape  drives  stuffed  into  a  third- 
floor  loft,  he  runs  everything  from  a 
guest  bedroom.  That's  where  he  main- 
tains a  humming  labyrinth  of  hard- 
ware, compiles  code  sent  from  Denver 
and  Albuquerque,  and  writes  and  prints 
marketing  materials. 

Henderson's  corral  of  hardware 
includes  a  Next  Cube  040  Motorola 
and  an  IBM  RS/6000  fitted  with  1.8 
gigabytes  of  storage  for  use  as  a  file 
server  and  for  testing  simulation  pack- 
ages. He  also  points  out  a  pair  of  Gate- 
way 2000s  with  MS-DOS  for  word  pro- 
cessing, a  Texas  Instruments  postscript 
printer  for  six  different  platforms,  four 
CD-ROMs  and  a  500-megabyte  tapei 
drive  for  backup,  a  VAX  station  3100 — 
and  a  DEC  workstation.  That  adds  up 
to  a  little  over  $100,000  in  hardware  in 
the  space  of  an  oversized  walk-in  clos- 
et. After  moving  out  of  the  downtown 
offices,  he  figures  his  operating  expens- 
es to  be  $700  a  month,  with  advertis- 
ing $1,200-$  1,500  a  month. 

The  most  expensive  overheads  are 
telephone  communications  to  thq 
lower  48  and  Internet  access.  "That's^ 
the  only  way  we  can  stay  competitive 
up  here.  Once  we  can  market  ourji 
products  over  the  Net,  we  won't  need 
to  be  with  people  in  the  hot  spots," 
says  Henderson.  "But  we're  still  wait- 
ing for  it."  A  company  called  Internet 
Alaska  recently  set  up  shop  to  provide 
full  Internet  access  to  Anchorage, 
which  might  solve  Henderson'Si 
access  problem. 

Sibert  says  that  while  the  hypedl 
information  highway  has  Alaskans, 
aflutter  as  well  the  rest  of  the  country, 
infrastructure  considerations  take  on  ail 
whole  new  meaning  up  north.  "Think 
about  digging  the  ditch  for  your  fiber- 
optic wire.  We  don't  even  have  more 
than  one  or  two  real  highways  upi 
here." 

Henderson  is  also  a  "Mr.  Mom"  for1 
eight-month-old  Brandon.  In  part  to 
keep  the  couple  covered  by  her  health 
plan,  wife  Joey  Tigliotti  has  gone  back 
to  teaching  at  a  local  elementary 
school  after  a  maternity  leave.  m 


WHAT  YOU  DON'T  KNOW 
MAY  COST  YOU! 

Today's  work  environments  demand  the  most  cost-effective 
approach  to  solving  and  preventing  security  and  environmental 
problems.  CyberGuard™  identifies  hazards  before  they 
become  critical  and  can  even  reduce  heating  and 
cooling  costs! 


♦  Detects,  analyzes,  and  logs  environmental  data. 

♦  Identifies  and  locates  human  presence. 

♦  Integrates  into  your  existing  computer  network. 

♦  Proven  in  office  buildings,  laboratories,  military 
installations,  nuclear  facilities,  and  warehouses. 

Cost  studies  conducted  by  our  customers  show  a  break-even  in  as 
little  as  14  months.  Learn  how  CyberGuard  can  save  you  money 
while  contributing  to  your  safety,  comfort,  and  security.  Call  today! 


giGSc^moiion 


1-800-ROBOT-4U  Ext  122 
Salem,  Virginia 
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ARE  YOU  open  TO  SOME  REALLY 
NARROW-MINDED  THINKING? 


Go  ahead  and  be  intolerant.  The  next 
time  someone  brings  you  the  same  old 
mass  media  solution  to  your  niche  market- 
ing problem,  close  your  mind.  Shut  the 
door.  There  are  just  too  many  good  new 
alternatives  available,  and  if  the  people 
you're  relying  on  for  advice  don't  get  it... 
well,  they  just  don't  get  it. 

You  see,  good  creative  and  strategic 
thinking  isn't  coming  from  the  same 
places  it  used  to.  It's  not  coming  from 
those  who  have  served  the  mass-producing 
captains  of  the  industrial  revolution,  but 
from  a  new  breed  born  of  the  entrepre- 
neurial explosion  of  the  1980s.  They're 
technology  zealots  who  instead  of  beat- 
ing a  path  to  Madison  Avenue  are  racing 
their  way  to  The  Information  Highway. 

Big  bureaucratic  ad  agencies  are  orga- 
nized around  messages  to  the  masses. 
They're  not  flexible  enough  to  deliver 
customized  communications  to  niches. 
And  even  the  hot  creative  shops  who  in 
the  past  have  given  us  some  entertaining 
mass  media  moments  won't  rule  in  the 
niches-within-niches  world.  As  markets 
and  interests  become  more  highly  spe- 
cialized, the  customer  on  the  other  end 
demands  both  style  and  substance. 


When  the  niches  narrow,  the  content 
must  run  deep.  Mass  media  appeals  to  a 
low  common  denominator.  That's  why  it's 
characterized  by  the  trick,  the  tease  and 
the  fashion  statement.  But  when  the  mes- 
sage requires  depth,  or  the  issue  of  intan- 
gible value  an  explanation,  it  requires  a 
different  set  of  creative  skills.  Skills  of 
increasing  importance  to  you  as  media 
becomes  interactive  and  customers  choose 
to  consider  your  messages  on-demand. 

And  this  new  breed  of  talent  moves 
at  the  speed  of  light.  No  respect  for 
bureaucracy;  no  patience  for  delay. 
They're  equipped  with  fast-moving 
technology  and  a  mindset  for  using  those 
tools  to  make  things  happen  rapidly. 

We're  part  of  that  new  vanguard.  For 
thirteen  years  we've  been  making  big 
things  happen  in  the  small  places  our 
clients  call  their  niche  markets.  And  if 
you're  ready  to  make  things  happen  in 
your  niches,  why  not  open  your  mind 
by  narrowing  your  thinking?  Take  a 
new  approach. 

Voice  513.671.3811,  Fax  513.671.8163, 
INTERNET  HENSLEY SEGAL 
©AppleLink. Apple. Com 


Hensley-Segal-Rentschler 

MARKETING  COMMUNICATIONS 
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If  you  reduced  Douglas  Engelbart's 
role  in  the  computer  revolution  to 
just  10  words — father  of  the  mouse, 
creator  of  windows,  pioneer  of  hyper- 
text— you  would  not  diminish  his 
importance  even  slightly.  Engelbart, 
now  69  years  old,  is  one  of  the  great 
humanizers  of  the  modem  era's  defin- 
ing technology.  Since  he  first  began 
working  at  the  Stanford  Research  Insti- 
tute (later  SRI  International)  in  the 
mid-fifties,  Engelbart  has  been  motivat- 
ed by  the  idea  that  the  computer,  made 
accessible  to  ordinary  citizens,  would 
become  a  tool  needed  to  make  effective 
decisions  in  a  free  society.  In  the 
punch-card  age,  he  had  a  vivid  sense  of 
just  what  the  computer  would  mean  to 
the  future.  "Here  was  something  on 
the  same  order  as  writing,  the  printing 
press,  agriculture,"  he  has  said. 

To  Engelbart,  ease  of  operation  was 
not  an  end,  but  a  means  to  expanding 
human  intelligence.  "People  need  a 
new  eloquence  and  skill,"  he  says. 
"They  need  to  be  able  to  explore  new 
avenues  of  process  knowledge."  Every 
time  we  pull  down  a  menu  from  the 
top  of  the  computer  screen  or  edit 
across  files,  we're  in  Engelbart's  debt. 

Douglas  Engelbart's  achievement  in 
the  history  of  information  technology 
is  far  more  than  a  story  of  mouse  and 
man.  Yet  the  brilliant  little  device  with 
the  cute  name  (it  was  originally  called 
the  X-Y  Position  Indicator  for  a  Display 
System)  changed  the  relationship 
between  computer  and  user.  With  a 
point  and  a  click,  what  had  been  an 
unwieldy  grind  of  keystrokes  and  codes 


became  an  intimate,  interactive  com- 
munication. The  graphical  interface 
concepts  linked  to  the  mouse  later 
inspired  crucial  work  at  Xerox  that  in 
turn  lifted  Apple  to  a  new  level  of  suc- 
cess. Without  Engelbart's  innovative 
staff  at  SRI,  there  might  never  have 
been  a  computer  for  the  rest  of  us. 

Ironically,  the  mouse  was  one  of  the 
inventive  scientist's  few  profitable 
patents.  Many  of  his  breakthroughs,  he 
says,  "came  at  a  time  when  software 
processes  weren't  deemed  patentable." 
But  wealth  wasn't  his  goal.  "I  made  a 
conscious  decision  at  the  age  of  25  that 
money  would  be  secondary  to  what 
kind  of  contribution  my  work  would 
make."  After  a  pause,  Engelbart  goes 
on.  "Sometimes,  though,  I  think  I've 
overdone  the  pro  bono  idea.  You  get 
way  out  on  the  frontier  and  eventually 
you  think,  'Maybe  it's  time  to  back 
out.  Is  it  really  necessary  for  me  to  be 
this  cold  and  hungry?'" 

Currently  Engelbart  heads  the  Boot- 
strap Institute  in  Fremont,  Calif., 
which  he  founded  to  continue  evolving 
computers  and  the  human  organiza- 
tions increasingly  dependent  on  them. 
Despite  the  rapid  growth  of  the  tech- 
nology he  helped  create,  he  is  far  from 
sanguine  about  the  future.  "I  still  feel 
we're  missing  the  boat,"  Engelbart 
says.  "It  took  a  long  time  for  people  to 
understand  how  printing  would  change 
civilization,  but  we  don't  have  that 
kind  of  luxury  today.  The  planet's 
problems  are  too  complex.  Wasted 
time  could  be  disastrous." 

— Owen  Edwards 
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New  low  earth  orbit  satellites  mark  as  decisive  a  break  in  the  history  of 
space-based  communications  as  the  PC  represented  in  the  history  of  com- 
puting. Pay  attention  to  much-maligned  Teledesic.  Backed  by  Craig  McCaw 
and  Bill  Gates,  it  is  the  only  LEO  fully  focused  on  serving  computers. 


"They'll  be  crowding  the  skies." 

Thus  Steven  Dorfman,  president  of  telecommuni- 
cations and  space  operations  for  GM  Hughes — the 
colossus  of  the  satellite  industry — warned  the 
world  of  a  new  peril  in  the  skies.  Planning  to 
launch  840  satellites  in  low  earth  orbits,  at  an 
altitude  of  some  435  miles,  were  a  gang  of  cellu- 
lar phone  jocks  and  computer  hackers  from  Seattle  going 
under  the  name  of  Teledesic.  Led  by  Craig  McCaw  and 
Bill  Gates,  they  were  barging  onto  his  turf  and  threatening 
to  ruin  the  neighborhood. 

You  get  the  image  of  the  heavens  darkening  and  a  new 
Ice  Age  looming  as  more  and  more  of  this  low-orbit  junk — 
including  a  total  of  some  1,200  satellites  from  Motorola's 
[rid  mm,  Loral-Qualcomm's  Globalstar  and  Teledesic, 
^mong  other  LEO  projects — accumulates  in  the  skies.  Ulti- 
mately, from  this  point  of  view,  you  might  imagine  the 
blutter  of  LEOs  eclipsing  the  geostationary  orbit  itself,  the 


so-called  Clarke  belt,  some  21,000  miles  farther  out. 
Named  after  science-fiction  guru  Arthur  C.  Clarke,  the 
geostationary  orbit  is  the  girdle  and  firmament  of  the 
Hughes  empire. 

In  an  article  in  Wireless  magazine  in  1945,  Clarke  first 
predicted  that  satellites  in  orbit  22,282  miles  (35,860  kilo- 
meters) above  the  equator,  where  the  period  of  revolution  is 
24  hours,  could  maintain  a  constant  elevation  and  angle 
from  any  point  on  Earth.  In  such  a  fixed  orbit,  a  device 
could  remain  for  decades,  receiving  signals  from  a  transmit- 
ter on  the  earth  and  radiating  them  back  across  continents. 

The  Clarke  orbit  also  posed  a  problem,  however — the 
inverse  square  law  for  signal  power.  Signals  in  space  atten- 
uate in  proportion  to  the  square  of  the  distance  they  travel. 
This  means  that  communications  with  satellites  22,000 
miles  away  typically  require  large  antenna  dishes  (as  much 
as  10  meters  wide)  or  megawatts  of  focused  beam  power. 

Now,  however,  a  new  satellite  industry  is  emerging, 
based  on  gains  in  computer  and  microchip  technology. 


forbes  ASAP 


133 


Gilder's  Telecosm 


These  advances  allow  the  use  of  compact  handsets  with 
small  smart  antennas  that  can  track  low  earth  orbit  satel- 
lites sweeping  across  the  skies  at  a  speed  of  25,000  kilo- 
meters an  hour  at  a  variety  of  altitudes  between  500  and 
1,400  kilometers  above  the  earth.  Roughly  60  times  nearer 
than  geostationary  satellites,  LEOs  find  the  inverse  square 
law  working  in  their  favor,  allowing  them  to  offer  far  more 
capacity,  cheaper  and  smaller  antennas,  or  some  combina- 
tion of  both.  Breaking  out  of  the  Clarke  orbit,  these  sys- 
tems vastly  expand  the  total  available  room  for  space-based 
communications  gear. 

It  is  indeed  possible  to  "crowd"  the  Clarke  belt — a  rela- 
tively narrow  swath  at  a 
single  altitude  directly 
above  the  equator.  But 
even  this  swath  does 


announcing  the  expansion  of  its  Spaceway  satellite  system, 
then  planned  for  North  America  alone,  to  cover  the  entire 
globe.  Then,  invoking  the  absolute  priority  currently 
granted  geostationary  systems,  Hughes  asked  the  Federal 
Communications  Commission  to  block  Teledesic  entirely 
by  assigning  Spaceway  the  full  five  gigahertz  of  spectrum 
internationally  available  in  the  Ka  band. 

On  May  27,  Dorfman  summoned  the  upstarts,  Craig 
McCaw  and  Teledesic  President  Russell  Daggatt,  to 
Hughes  headquarters  in  Los  Angeles  for  a  talk.  Busy  with 
Microsoft — the  Redmond,  Wash.,  company  that  in  1993 
temporarily  surpassed  the  market  value  of  General 
Motors — Teledesic  partner  Bill  Gates  did  not  make  the 
trip.  But  as  the  epitome  of  the  personal  computer  indus- 
try, his  presence  haunted  the  scene. 

Together  with  Spaceway  chief  Kevin  McGrath,  Dorf- 


o 


|n  May  27,  Dorfman  summoned  the  upstarts, 
McCaw  and  Daggatt,  to  Hughes  headquarters  in  Los 
Angeles  for  a  talk.  Missing  was  Bill  Gates  of  Microsoft, 
a  company  that  in  1993  temporarily  surpassed  the 
market  value  of  General  Motors,  Hughes's  owner. 


not  become  physically 
congested;  collisions  are 
no  problem.  The  Clarke 
belt  becomes  crowded 
because  the  ability  of  antennas  on  the  ground  to  discrimi- 
nate among  satellites  is  limited  by  the  size  of  the  antenna. 
Spaceway  and  Teledesic  both  plan  to  use  the  Ka  band  of 
frequencies,  between  17  gigahertz  and  30  gigahertz,  or  bil- 
lions of  cycles  per  second.  In  this  band,  reasonably  sized 
antennas  66  centimeters  wide  can  distinguish  between 
geostationary  satellites  two  degrees  apart.  That's  some  800 
miles  in  the  Clarke  belt.  Thus  no  physical  crowding.  But  it 
means  that  there  are  only  a  total  of  180  Clarke  slots  for  Ka 
band  devices,  including  undesirable  space  over  oceans. 

LEOs,  however,  can  be  launched  anywhere  between  the 
earth's  atmosphere  and  a  layer  of  intense  radiation  called 
the  Van  Allen  Belt.  The  very  concept  of  crowding  becomes 
absurd  in  this  900-kilometer  span  of  elevations  for  moving 
orbits  that  can  be  500  meters  apart  or  less.  Thus  the  21 
proposed  orbital  planes  of  Teledesic  occupy  a  total  of  10 
kilometers  of  altitude.  At  this  rate,  70  or  more  Teledesic 
systems,  comprising  some  65,000  satellites,  could  comfort- 
ably fit  in  low  earth  orbits. 

Nonetheless,  it  was  clear  that  the  LEOs,  one  way  or 
another,  were  crowding  Hughes.  Hughes  commands  satel- 
lite systems  or  projects  that  compete  with  every  one  of  the 
LEOs.  Hughes  responded  to  the  threat  of  Teledesic  by 


man  set  out  to  convince  the  Seattle  venturers  to  give  up 
their  foolhardy  scheme  and  instead  join  with  Hughes  in 
the  nine  satellites  of  Spaceway.  Not  only  could  Spaceway's 
nine  satellites  cover  the  entire  globe  with  the  same  serv- 
ices that  Teledesic's  840  satellites  would  provide,  Space- 
way  could  be  expanded  incrementally  as  demand  emerged. 
Just  loft  another  Hughes  satellite.  Indeed,  Spaceway's  ulti- 
mate system  envisaged  17  satellites.  With  "every  compo- 
nent proprietary  to  Hughes,"  as  Dorfman  said,  the 
satellites  only  cost  some  $150  million  apiece.  By  contrast, 
most  of  the  $9  billion  Teledesic  system  would  have  to  be 
launched  before  global  services  could  begin. 

Nonetheless,  the  new  LEOs  marked  as  decisive  a  break 
in  the  history  of  space-based  communications  as  the  PC 
represented  in  the  history  of  computing.  Moreover, 
Teledesic  would  be  the  only  LEO  fully  focused  on  serving; 
computers — the  first  truly  "global  Internet,"  as  McCaw's 
vice  president  Tom  Alberg  depicted  it.  It  brings  space 
communications  at  last  into  the  age  of  ubiquitous 
microchip  intelligence,  and  it  brings  the  law  of  the  micro- 
cosm into  space  communications. 

If  you  enjoyed  the  New  World  of  Wireless  on  the 
ground — with  its  fierce  battles  between  communications 
standards,  technical  geniuses,  giant  companies,  impetuous 
entrepreneurs  and  industrial  politicians  on  three 
continents — you  will  relish  the  reprise  hundreds  and  even) 
thousands  of  miles  up.  Launching  Teledesic,  McCaw  and 
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Actually,  we  re  a  bit  of  both. 


Our  core  telephone  operations  have  given  us  financial  results  as  solid  as  a  sumo  wrestler.  While  our  high-flying 
performance  comes  from  expansion  into  fast-growing  fields  such  as  cellular  and  information  services. 

Put  them  together  and  you've  got  a  company  that's  a  real  competitor.  With  Forbes  500  ranking.  A  five-year  total 
annual  return  of  24%.  And  33  consecutive  years  of  annual  dividend  increases. 

ALLTEL  Corporation.  For  more  information,  call  us  at  (501)  661-8999. 
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Gates  were  extending  bandwidth  abundance  from  earth 
into  space.  Observers,  however,  often  did  not  like  what 
they  heard. 

Bad  Press  for  Two  Billionaires 

Every  so  often,  the  media  is  taken  by  the  notion  of 
technology  as  a  morality  tale.  In  place  of  a  grip- 
ping saga  of  unjustly  obscure  geniuses  enriching 
the  world  by  their  heroic  creativity  in  the  teeth  of 
uncomprehending  bureaucrats  and  politicians,  the 
media  treat  technology  ventures  as  a  school  for 
scandal.  We  have  mock  exposes  of  computer  hype,  monop- 
oly, vaporware,  viruses,  infoscams,  netporn,  securities 
"fraud"  and  deviously  undocumented  software  calls.  Pun- 
dits gabble  endlessly  about  the  gap  yawning  between  the 
information  rich  and  the  information  poor,  thus  consigning 
themselves  undeniably,  amid  many  yawns,  to  the  latter 
category.  While  American  market  share  climbs  near  70% 
in  computers,  networks,  software  and  leading-edge  semi- 
conductors, analysts  furrow  the  brows  of  the  Atlantic 
Monthly  with  tales  of  farseeing  foreign  teams,  spearheaded 
by  visionary  government  officials,  capturing  the  markets  of 
American  cowboy  capitalists.  They  spiel  implausible  yams 
of  tough-minded  trade  warriors  prying  open  the  jaws  of 
Japan  for  Toys  "R"  Us,  closing  down  vicious  Korean  ven- 
dors of  low-priced  dynamic  RAMs,  or  blasting  through  bar- 
riers to  U.S.  telecom  gear  in  the  Tokyo-Osaka  corridor, 
saving  the  day  for  Motorola's  soon-to-be  cobwebbed  facto- 
ries for  analog  cellular  phones. 

One  of  these  sagas  began  early  this  year  with  two  Seat- 
tle billionaires,  McCaw  and  Gates,  allegedly  boarding 
McCaw's  sleek  yacht  and  going  on  an  ego  trip.  With 
McCaw  pitching  in  an  early  nickel,  and  the  boat,  and 
Gates  hoisting  his  name  as  a  sail,  the  two  tycoons  seemed 
to  sweep  away  from  the  shores  of  rationality,  as  the  media 
told  it,  into  a  sea  of  microwaves  and  arsenic.  Spinning  out 
Teledesic  to  build  an  information  superhighway  in  the  sky, 
they  proposed  to  strew  the  heavens  with  840  satellites, 
plus  84  spares.  All  would  whirl  around  the  world  at  a 
height  of  700  kilometers  (435  miles),  using  what  they  told 
the  FCC  would  be  some  500  million  gallium  arsenide 
microchips  to  issue  frequencies  between  20  and  60  giga- 
hertz from  some  180,000  phased-array  antennas.  The  entire 
project  seemed  suffused  with  gigahertz  and  gigabucks. 
"We're  bandwidth  bulls,"  says  Teledesic  President  Daggatt. 

In  case  the  hype  of  the  sponsors  failed  to  keep  the  sys- 
tem radiant  and  aloft,  fueling  it  also  would  be  a  total  of 
12,000  batteries  fed  by  thin  film  solar  collectors  stretching 
out  behind  the  satellite  "birds"  in  some  130  square  kilo- 
meters of  gossamer  wings.  Working  at  4%  efficiency,  these 
cells  would  collectively  generate  10  megawatts  of  power, 
enough  to  light  a  small  city,  but,  so  the  critics  said,  insuf- 
ficient to  reach  Seattle  at  microwave  frequencies  in  the 
rain.  (The  Teledesic  frequencies  are  readily  absorbed  by 
water  in  the  air.)  To  manage  the  elaborate  mesh  of  fast- 


packet  communications  among  the  satellites  and  ground 
terminals,  the  constellation  would  bear  some  282,000 
mips,  or  millions  of  instructions  per  second,  of  radiation- 
hard  microprocessors  and  a  trillion  bytes  or  so  of  rad-hard 
RAM.  In  effect,  Teledesic  would  be  launching  into  space 
one  of  the  world's  largest  and  most  expensive  massively 
parallel  computer  systems. 

At  a  mere  $9  billion,  to  be  put  up  by  interested 
investors,  Teledesic's  lawyers  told  the  FCC,  the  price 
would  be  a  bargain  for  the  U.S.  and  the  world.  (By  contrast, 
current  plans  call  for  $15  billion  just  to  lay  fiber  for  inter- 
active TV  in  California.)  But  former  Motorola,  now  Kodak, 
chief  George  Fisher — fresh  from  pondering  numbers  for  the 
apparently  similar  Iridium  projects — suggested  that  $40  bd- 
lion  for  Teledesic  would  be  more  like  it.  (Teledesic  had  the 
improbable  result  of  making  Iridium's  66-satellite  plan, 
greeted  in  1990  with  much  of  the  scom  now  lavished  on 
Teledesic,  seem  modest.)  Just  rocketing  the  840  satellites 
into  orbit  was  said  to  entail  a  successful  launch  every 
week  for  a  year  and  a  half  at  a  time  when  hoisting  satel- 
lites is  still  a  precarious  and  sometime  thing. 

Even  if  Teledesic  succeeded  in  getting  the  things  up,  so 
other  scientists  suggested,  the  satellites  would  then  be 
impaled  on  some  7,000  pieces  of  space  debris  in  the  cho- 
sen orbits.  In  any  case,  so  it  was  widely  reported,  10% 
would  fail  every  year,  some  tumbling  out  of  orbit,  others 
joining  the  whirl  of  litter,  where  they  would  fly  ready  to 
impale  the  remainder  of  the  satellites  and  the  remnants  of 
the  two  billionaires'  reputations. 

Surely  these  sages  know  that  by  the  year  2001,  when 
the  systems  would  be  up  and  running,  the  world  will  be 
swimming  in  the  bandwidth  of  "information  superhigh- 
ways." Why  support  this  lavish  launch  of  technology  for  a 
communications  system  that  would  be  dwarfed  by  capabil- 
ities already  demonstrated  on  the  ground? 

Summing  up  a  near-consensus  of  critics,  John  Pike, 
director  of  the  Federation  of  American  Scientists'  Space 
Policy  Project,  declared  to  the  Wall  Street  Journal,  "God 
save  us.  It's  the  stupidest  thing  I've  ever  heard  of!"  Pro- 
voking Pike  may  have  been  the  origins  of  the  multisatel- 
lite  architecture  in  the  Star  Wars  "brilliant  pebbles" 
program.  Teledesic's  most  amazing  achievement  to  date 
has  been  to  displace  the  Strategic  Defense  Initiative  as 
Pike's  peak  example  of  stupidity. 

While  McCaw  and  Gates  could  be  dismissed  as  tyros  in 
the  satellite  held,  Hughes  is  world  champion.  Since  1963, 
the  company  has  put  107  communications  satellites  mto 
orbit.  With  19  in  1994,  this  year  should  be  its  biggest  ever. 
In  1993,  well  before  the  Teledesic  announcement,  Dorfman 
announced  the  first  version  of  Spaceway — a  $660  million, 
two-satellite  system  offering  voice,  data  and  video  services — 
as  a  contribution  to  "information  superhighways." 

In  the  midst  of  all  the  terrestrial  uproar  surrounding 
superhighwaymen  Al  Gore,  John  Malone  of  TCI,  Raymond 
Smith  of  Bell  Atlantic  and  scores  of  other  telco  and  cable 
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Bayern. 

At  the  peak,  research 
at  its  peak. 


In  Bayern,  research  is  paramount 
At  the  very  peak  of  the  Zugspitze, 
Germany's  highest  mountain, 
there's  an  atmospheric  research 
station.  Though  a  bit  lower  in 
altitude,  the  state's  other  scientific 
institutes  (the  headquarters  of  the 
world-reknowed  Max- Planck  and 
Fraunhofer  institutes  are  in  Bayern). 
universities,  polytechnics  and 
technology  transfer  agencies  all 
conduct  research  at  the  same  high 
level 

They  also  produce  the  high-quality 
personnel  staffing  the  state's  high- 
powered  companies.  These  compa- 
nies and  their  high-performance 
products  have  scaled  the  heights  of 
the  world  market. 


Should  we  have  heightened  your 
interest  in  doing  business  in 
Bayern,  please  contact  the 

Bavarian  Ministry  for 
Economic  Affairs  and  Transport 
Dr.  Manfred  Pfeifer 
Prinzregentenstr.  28 
80538  Munchen/Germany 
Tel.:  (89)  21  62-2642 
Fax:  (89)  21  62-27  60 


Bayern. 

The  Quality  Edge 
in  the  New  Europe 


Globalstar 

Iridium 

Winner  and  Loser 

Number  of  Satellites 

48 

66 

More  and  smarter  satellites  means 
more  capabilities  for  Iridium. 

Cost  of  System 

$1.8  billion 

$3.4  billion 

Globalstar  cheap  and  efficient; 
Iridium  gets  little  for  the  money. 

Altitude 

750  miles 

483.3  miles 

Spectrum  Request 

Operates  in  "L"  band  (1.2  to  1.6 
Gigahertz)  and  the  "S"  band  (2 
to  4  GHz).  Can  share  with  other 
CDMA  systems. 

"Give  us  the  spectrum."  TDMA 
requires  exclusive  allocation  in 
"L"  and  "Ka"  (20  to  30  GHz). 

Globalstar's  CDMA  spectrum  sharing 
ability  is  big  winner. 

Money  Raised  to  Date 

S275  million 

S1  billion 

Iridium  big  winner  to  date;  but 
Globalstar  needs  far  less. 

Airtime  Charge  per 
Minute 

30  cents 

$3 

Globalstar  big  winner. 

Terminal  Cost 

$750 

$2,500 

Globalstar  big  winner. 

Uses 

Mobile  voice,  fax  and  E-mail 

Mobile  voice,  fax  and  paging 

Both  systems  target  same  market, 
but  Iridium  great  in  the  Arctic. 

Antenna  Size 

Three  feet 

Six  feet 

Globalstar  more  efficient. 

Expandability 

Capacity  per  beam  times 
number  of  beams  times 
frequency  reuse  factor. 
Globalstar  can  increase  number 
of  beams,  number  of  satellites, 
and  with  CDMA  reuse  all 
frequencies  everywhere. 

Under  TDMA,  Iridium  frequency 
reuse  factor  is  1/7  and  airborne 
intelligence  does  not  benefit 
from  ground  advances  in 
microchips. 

Globalstar  is  most  expandable 
because  of  simple  "bent  pipe" 
architecture  where  most  of  system 
stays  on  the  ground,  and  because  of 
CDMA  100%  frequency  reuse. 

Launch  Weight 

390  kg,  800  lbs 

700  to  800  kg,  1,540  to  1,800 
lbs 

Globalstar  lightest  bird. 

Spectrum  Sharing 

Yes 

No 

CDMA  allows  spectrum  sharing; 
TDMA  requires  spectrum  exclusivity, 
though  can  share  by  segmentation. 

Modulation  Scheme 

CDMA 

TDMA 

CDMA  allows  superior  performance 
for  mobile  voice  and  narrowband  data 
communications,  but  awaits  chip 
learning  curve  to  yield  cheap 
teleconferencing  and  computer  video. 

Spectrum  Band  Used 

"L"  band,  "C"  band  (4-6  gHz), 
"S"  band  (2  to  4  GHz) 

"L"  &  "S"  bands. 

Iridium  uses  "S"  band  for 
intersatellite  links. 

Regulatory  Advantage 

Spectrum  sharing  and  use  of 
ground  infrastructure 

Corporate  clout  at  Motorola. 
Hurt  by  need  for  exclusive 
spectrum  in  crowded  "L"  band 
and  by  ground  system  bypass 
technology. 

Globalstar  can  share  spectrum  and 
use  local  facilities. 

Intersatellite  Links 

No 

Yes 

Globalstar's  bent  pipe  is  far  cheaper 
and  simpler.  Iridium  gets  expense 
without  bandwidth  and  is  loser. 

Rollout  Date 

1998 

1998 

Globalstar's  simpler,  more  tested 
system  may  well  be  ready  first. 

Backers 

Alcatel,  France  Telecom, 
Deutsche  Aerospace,  Vodafone 
and  other  local  service 
operators. 

Mitsui,  Kyocera,  DDI,  Great 
Wall,  Khrunichev,  Mawarid, 
Lockheed,  Raytheon 

Iridium's  backers  have  put  up  more 
money;  Globalstar's  backers  are 
local  exchange  carriers  that  will  offer 
the  services. 

Learning  Curve 

Simple  technology  with 
capabilities  that  will  advance 
with  Moore's  Law,  the  progress 
of  microchips  and  mobile 
computing 

Iridium  will  also  advance  with 
Moore's  Law,  but  since  the 
intelligence  of  the  system  is  in 
space,  it  cannot  be  readily 
upgraded  before  it  is  replaced. 

Globalstar  will  advance  more  readily 
with  the  advance  of  the  microcosm 
on  the  ground. 

Time  to  Download 
Jurassic  Park  (2GB, 
MPEG  2) 

6,945  hours  @  4.8  kbps 

6,945  hours  @  4.8  kbps 

Try  Direct  Broadcast  Satellite  (DBS). 

Cost  to  Download 
Jurassic  Park 

$125,010 

Si  .25  million 

Both  of  these  are  narrowband 
systems,  ill-adapted  to  video  or 
teleconferencing. 

Time  and  Cost  to 
Download  Daily  New 
York  Times  (1MB) 

3.47  hours,  $62.51 

3.47  hours,  S625.10 

You  may  not  want  to  get  your  Times 
this  way  either. 

Bottom  Line:  Capacity 
and  Cost 

Globalstar  commands  10%  more 
capacity  than  Iridium  at  half  the 

system  cost. 


Law  of  the  Telecosm       Globalstar  offers  cheap  band- 
width the  ethernet  of  satellite 
systems.  Suffers  from  initial 
lack  of  broadband  capacity. 


Iridium  offers  great  concept  but 
high-expense,  low-bandwidth 
system. 


Globalstar  is  the  winner— more 
capacity,  less  cost,  and  spectrum 
sharing.  Should  Motorola  join 
Teledesic. 


magnates,  however,  no  one  paid  much 
attention  to  Hughes. 

Then  came  Gates  and  McCaw  with 
Teledesic  and  claims  of  20  million 
potential  subscribers,  two  million 
simultaneous  connections,  billion-bit- 
per-second  "gigalinks/'  bandwidth  on 
demand  and  an  array  of  other  features, 
all  advertised  at  a  cost  for  Spaceway- 
type  services  nearly  three  times  lower 
per  bit  per  second.  Everyone  noticed 
Teledesic. 

At  the  end  of  July,  though, 
Hughes  raised  the  stakes.  With  suc- 
cessful launches  under  way  in  China, 
Brazil  and  French  Guiana  to  provide 
exclamation  points,  Hughes  made  a 
new  submission  to  the  FCC,  extend- 
ing Spaceway  into  a  nine-satellite 
global  system  costing  $3.2  billion. 
McGrath  plausibly  claimed  it  could 
be  in  place  long  before  Teledesic  anc 
offer  nearly  all  its  functionality  at  a 
third  of  the  price. 

Already  planned  to  be  in  place  by 
1998,  however,  were  several  other  LEO 
projects,  led  by  Motorola's  Iridium  and 
Loral-Qualcomm's  Globalstar.  As 
mobile  phone  projects,  these  systems 
could  not  readily  offer  service  at  T-l 
data  rates.  But  their  sponsors  promised 
availability  for  simple  E-mail,  faxes 
and  paging. 

By  mid- 1994,  Motorola  seemed  to 
command  the  financial  momentum. 
The  company  succeeded  in  raising, 
some  $800  million  in  equity  invest- 
ments from  companies  around  the 
globe,  including  Lockheed  andi 
Raytheon  (which  would  build  the 
satellites),  Great  Wall  of  China  and! 
Khrunichev  Enterprises  of  Russia 
(which  together  would  launch  a  third! 
of  them),  the  Mawarid  Group  of) 
Saudi  Arabia  (which  pitched  in  $120 
million)  and  Kyocera,  Mitsui  andl 
DDI,  which  together  put  up  another 
$120  million.  (Kyocera  will  build  the 
dual  mode  handsets  for  Japan  and! 
DDI  will  sell  and  service  them.)  Oni 
August  10,  an  Indian  consortium  pur- 
chased a  5%  stake  and  a  seat  on  the 
board  for  $38  million.  Motorola 
claimed  its  share  of  the  equity  was 
dropping  to  28.5%,  well  on  the  way 
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to  the.  company's  final  target  of  15%.  Motorola  estimates 
that  much  of  the  additional  $2  billion  in  the  plan  could 
come  from  debt  securities  and  loans. 

Iridium's  attractions  are  impressive.  It  provides  ubiqui- 
tous global  phone  service  at  a  premium  price  with  little  or 
no  dependence  on  local  terrestrial  facilities.  In  times  of 
disaster  or  political  crisis,  or  in  places  with  sparse  or  unre- 
liable local  service,  the  system  can  route  calls  among  the 
66  satellites  in  space  bypassing  all  infrastructure  on  the 
ground.  For  an  elite  of  government  officials  and  corporate 
figures  operating  in  remote  areas,  the  availability  of  Irid- 
ium should  be  worth  the  money.  A  bold  and  visionary 
concept  when  it  emerged  in  1987  from  a  team  in  the  com- 
pany's satellite  systems  engineering  group,  it  endows 
many  regions  of  the  earth  with  voice  and  limited  data 
communications  for  the  first  time.  For  example,  it  actually 
focuses  on  polar  domains,  such  as  parts  of  Siberia,  poorly 
served  by  other  satellite  systems.  Kazuo  Inamori,  the  ven- 
erable chairman  of  Kyocera,  also  believes  that  Iridium  will 
be  popular  in  the  60%  of  territorial  Japan  not  currently 
covered  by  cellular. 

"Give  Us  Spectrum,  Let  Others  Fight" 

Nonetheless,  beyond  the  bold  and  ingenious 
concept  (Daggatt  calls  Iridium  "the  real  pio- 
neer of  LEOs"),  the  system  suffers  from  tech- 
nical flaws.  Were  it  not  for  Globalstar,  perhaps 
these  flaws  would  not  have  become  evident 
until  after  the  66  birds  were  aloft.  A  far  sim- 
pler and  cheaper  solution,  Globalstar  uses  48  satellites 
with  no  links  between  them.  Each  functions  as  a  "bent 
pipe"  transponder,  receiving  signals  from  a  phone  on  the 
ground  and  passing  them  back  to  any  gateway  within  the 
satellite's  1,500-mile-wide  footprint,  linked  to  locally 
available  telephone  networks.  Because  Globalstar  uses 
local  phone  systems  rather  than  bypassing  them,  the  sys- 
tem has  been  able  to  raise  a  total  of  some  $300  million  in 
support  from  Alcatel,  France  Telecom,  Vodafone  (serving 
the  United  Kingdom,  Australia  and  Hong  Kong),  Airtouch- 
U  S  West,  Hyundai  and  DACOM  in  Korea,  Deutsche  Aero- 
space and  Alenia. 

This  amount  may  seem  small  beside  the  billion  raised 
by  Iridium.  But  Globalstar  has  capital  costs  (at  $1.8  billion) 
one-half  Iridium's,  circuit  costs  one-third  Iridium's,  and  ter- 
minal costs  (at  $750  each)  one-fourth  Iridium's.  With  no 
intelligence  in  space,  Globalstar  relies  entirely  on  the 
advance  of  intelligent  phones  and  portable  computer 
devices  on  the  ground;  it  is  the  Ethernet  of  satellite  archi- 
tectures. Costing  one-half  as  much  as  Iridium,  it  will  han- 
dle nearly  20  times  more  calls. 

The  advantages  of  Globalstar  stem  only  partly  from  its 
avoidance  of  complex  intersatelhte  connections  and  use  of 
infrastmcture  already  in  place  on  the  ground.  More  impor- 
tant is  its  avoidance  of  exclusive  spectrum  assignments. 
Originating  several  years  before  spread-spectrum  technol- 


ogy was  thoroughly  tested  for  cellular  phones,  Iridium 
employs  time  division  multiple  access,  an  obsolescent  sys- 
tem that  requires  exclusive  command  of  spectrum  but 
offers  far  less  capacity  than  code  division  multiple  access. 

Like  conventional  cellular  or  radio  transmissions  that 
differentiate  signals  by  time  slot  or  frequency,  TDMA 
sharply  restricts  the  reuse  of  spectrum  in  nearby  cells.  By 
contrast,  CDMA  is  a  form  of  spread-spectrum  communica- 
tions that  differentiates  signals  by  a  spreading  code  and 
allows  the  use  of  the  same  frequencies  all  the  time,  every- 
where. Just  as  you  can  reduplicate  wireline  spectrum 
merely  by  laying  another  fiber,  you  can  now  manufacture 
new  spectrum  in  the  air  merely  by  breaking  large  cells  mto 
smaller  ones. 

Among  some  six  companies  seeking  low  earth  orbit 
satellite  approval  from  the  FCC  in  1993,  only  Iridium  used 
TDMA,  requiring  national  and  international  bodies  to  pick 
it  as  a  winner  from  the  outset  and  assign  it  exclusive 
spectrum.  By  contrast,  in  a  majority  report  issued  to  the 
FCC  on  April  6,  1993,  CDMA  companies  in  the  U.S., 
including  TRW,  Loral-Qualcomm,  Celsat  and  American 
Mobile  Satellite,  could  all  agree  to  share  spectrum  and  let 
the  market  choose  winners.  A  Motorola  lawyer  explained 
to  Space  News,  "Give  us  the  spectrum  and  let  the  others 
fight  for  whatever's  left."  In  the  face  of  alternatives  with 
no  need  for  exclusive  spectrum  allocations,  Iridium  could 
fly  only  if  it  offered  radically  superior  performance  on 
capacity.  But  TDMA  dooms  it  to  generally  inferior* 
performance  and  capacity. 

Unlike  TDMA  systems,  which  can  "see"  only  one  satel- 
lite signal  at  a  time,  CDMA  handsets  have  "path"  diversity, 
using  "rake  receivers"  that  can  combine  a  number  of  weak 
signals  into  an  intelligible  stream.  Iridium  and  other  TDMA 
systems  compensate  by  using  more  power.  But  no  practical 
amount  of  power  can  propel  a  satellite  signal  through  a  tir 
roof.  And  excess  power  means  larger  handsets  or  heaviei 
satellites.  Iridium  satellites  together  use  80%  more  powei 
than  Globalstar's,  yet  employ  antennas  nearly  twice  as 
large  and  offer  18.2  times  less  capacity  per  unit  area. 

Teledesic  also  suffers  from  the  use  of  TDMA.  But 
Teledesic's  T-l  capabilities  would  compensate  with 
100,000  times  more  bandwidth  and  with  a  bit  error  rate 
that  can  accommodate  the  new  fiber  standards  such  as 
SONET-ATM  (synchronous  optical  network/asynchronous 
transfer  mode),  which  send  packets  without  retransmis 
sion.  The  issue  is  whether  these  features  can  justify  th« 
political,  financial,  and  performance  costs  of  using  a  modu 
lation  scheme — TDMA— that  severely  limits  spectrum  shar 
ing  and  path  diversity. 

So  what  is  this,  another  saga  of  hubris  on  the  informa 
tion  super-highway — to  go  with  the  Raymond  Smith-Johr 
Malone  follies?  Perhaps  good  new  ideas  are  harder  to  comt 
by  as  company  revenues  grow  into  the  billions,  and  Gate; 
and  McCaw  disinvest  and  diversify  as  fast  as  they  can  fron 
their  increasingly  cumbrous  vessels  of  wealth.  Havinj 
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Teledesic 


Spaceway        Winner  and  Loser 


Number  of  Satellites 
Cost  of  System 
Altitude 

Spectrum  Request 


Airtime  Charge  per 
Minute 


Terminal  Cost 
Uses 

Antenna  Size 
Expandability 

Launch  Weight 

Spectrum  Sharing 

Modulation  Scheme 
Spectrum  Band  Used 

Regulatory  Advantage 

Intersatellite  Links 
Rollout  Date 
Backers 

Learning  Curve 


Time  to  Download 
Jurassic  Park  (2GB, 
MPEG  2) 

Cost  to  Download 
Jurassic  Park 

Time  and  Cost  to 
Download  Daily  New 
York  Times  (1MB) 

Bottom  Line:  Capacity 
and  Cost 


Law  of  the  Telecosm 


840 

$9  billion 
435  miles 


One  Gigahertz  in  Ka  band  (19- 
30  GHz) 


Money  Raised  to  Date     $20  million 


Four  cents/minute  for  basic 
channel 

51,000  for  64  kbps,  2  mbps 
56,000-8,000 

Fixed  broadband  service  for 
computer  data  and  video 
teleconferencing  at  up  to  T-1 
rates  (16  Kbps  to  2.048  Mbps) 

10  in. 


Will  expand  with  the  advance  of 
microchip  technology.  Currently 
limited  by  orbital  switching 
capacity. 

1,700  lbs 


No 

FOMA/TDMA 

Ka  band  (19-30  gigahertz) 


Ability  to  conform  to  national 
boundaries  and  huge  bandwidth 
benefits  for  Third  World. 


Yes 


2001 


Craig  McCaw  and  Bill  Gates 


16.3  minutes  using  E-1  line 
(2.042  Mbps),  16  seconds  using 
Gigalink 

S20.00 


Five  seconds,  three  cents 


Nine  to  17 

$3.2  billion  to  $6  billion 
22,300  miles 


2.5  GHz  in  Ka  band  up  and 
down— entire  international  allo- 
cation for  fixed  satellite  service. 


In-house  project 


$6  for  30-minute  teleconference 


Under  $1,000 


Fixed  broadband  service  similar 
to  Teledesic. 


26  in. 


Can  be  expanded  with  launch  of 
more  satellites,  but  limited  by 
constaints  of  geostationary  orbit. 


3,785  lbs  (spacecraft);  launch 
weight  7,827  lbs. 

No 


FDMA/TDMA  (unsettled) 
Ka  band 


Geostationary  satellites  currently 
gain  from  exclusive  spectrum 
priority  over  LEOs  in  International 
Telecommunications  Union  regs. 

Yes 

1998 

GM-Hughes 


21 .59  hours  using  T-1  capability 
(1.544  Mbps) 


$20.00 


Seven  seconds,  cost  not 
available 


Realistic  capacity:  100,000  T-1s     Realistic  capacity:  2,500  T-1s 


Teledesic  is  designed  for  the 
Telecosm.  Ubiquitous  computer 
connections. 


Spaceway  is  mainframe  of  the 
satellite  industry,  today's 
champ  but  a  maturing 
technology. 


More  satellites  mean  more  potential 
bandwidth:  Teledesic 

Spaceway  offers  more  for  less  with 
current  technology 

Spaceway  the  mainframe  of  satellites, 
Teledesic  into  the  microcosm. 

Both  Spaceway  and  Teledesic 
require  exclusive  spectrum.  But 
Spaceway  wants  it  all. 

Spaceway  is  a  part  of  GM  (Giant 
Money). 

Teledesic  and  Spaceway  offer 
broadband  at  low  price. 


Teledesic  and  Spaceway  focus  on 
computer  market,  but  Spaceway  is 
crippled  by  half-second  lag  in  links 
to  Clarke  belt  at  22,300  miles. 

The  higher  the  frequency  the  smaller 
the  antenna.  Teledesic  wins  in  the 
Ka  band  because  of  low  earth  orbit. 

Teledesic  offers  best  expandability. 


Hughes  wins  the  orbital  shotput; 
Teledesic  the  lowest  orbit. 

TDMA  requires  spectrum  exclusivity, 
though  can  share  by  segmentation 


Ka  band  allows  smaller  antennas, 
lower  power,  and  more  bandwidth. 

Hughes  is  in  driver's  seat  under 
current  ITU  regulations,  but  may 
have  overdone  its  demands. 


It's  upstart  billionaires  vs.  the 
Military  Industrial  Complex. 

Teledesic  is  a  new  technology  riding 
Moore's  Law;  Spaceway  a  late 
iteration  of  a  mature  technology  of 
geostationary  satellites. 

Try  Direct  Broadcast  Satellite 


..or  cable  pay-per-view. 


The  Wall  Street  Journal  would  be 
cheaper  and  leave  out  the  sports 
and  PC. 

Teledesic  designed  as  ubiquitous 
broadband  system  competitive  with 
ground  infrastructure.  Spaceway  is  a 
supplementary  system  inferior  to 
ground  service  and  more  costly. 

Teledesic  the  big  winner;  focuses  on 
computer  market  and  benefits  from 
new  computer  technology. 


recently  passed  the  billion-dollar  mark 
in  his  systematic  process  of  disinvest- 
ment from  Microsoft — he  retains  $8 
billion  or  so — Gates  at  times  seemed 
embarrassed  by  his  link  to  this  gigantic 
project.  He  told  us  it  was  too  early  to 
write  about  Teledesic. 

No,  the  story  is  in  fact  more  inter- 
esting. Impelled  by  the  onmshing  rise 
in  the  cost-effectiveness  of  individual 
chips  compared  to  multichip  systems, 
the  Law  of  the  Microcosm  dictates 
decentralization  of  all  information 
architectures.  During  the  1980s,  this 
centrifuge  struck  the  mainframe  com- 
puter establishment  of  LBM.  During  the 
1990s,  the  personal  teleputer,  sum- 
moning and  shaping  ftlms  and  files  of 
images  from  around  the  world,  will 
collide  with  the  centralized  establish- 
ments of  TV  broadcasting.  At  the  end 
of  the  century,  Teledesic  and  the  other 
LEOs  will  usher  in  the  age  of  decen- 
tralization in  space. 

From  this  point  of  view,  Gates's 
participation  becomes  more  readily 
intelligible.  Gates  seems  always  to  fol- 
low the  microcosm  wherever  it  leads. 
A  vision  of  software  for  decentralized 
systems  of  personal  computers  informs 
everything  Microsoft  does. 

In  1994,  for  example,  Microsoft 
made  an  investment  in  Metricom,  a 
wireless  terrestrial  system  that  supplies 
links  of  up  to  56  kilobits  per  second  to 
portable  computers  or  personal  digital 
assistants.  Within  cells,  the  devices  can 
communicate  directly  with  one 
another;  outside  the  cell,  Metricom 
routes  its  calls  through  an  expandable 
mesh  of  nodes  each  the  size  of  a  shoe- 
box  and  costing  less  than  $1,000. 
Based  on  spread-  spectrum  technology, 
the  system  operates  at  power  levels 
low  enough  to  avoid  the  need  for  FCC 
licenses.  Yet  it  can  be  expanded  to 
metropolitan-area  dimensions. 

In  many  respects,  Teledesic  is  Met- 
ricom in  the  sky.  It  is  focused  on 
computer  communications.  It  routes 
packets  by  the  most  convenient  path 
through  a  mesh  of  nodes.  It  is  based 
on  microprocessor  technology.  (Both 
Teledesic  and  Metricom  plan  to 
employ  devices  from  Motorola's  68000 
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Gilder's  Telecosm 


family.)  As  Gates  explains  the  system:  "Some  functions 
are  most  efficiently  performed  by  large  numbers  of  small 
processors  working  together,  rather  than  a  few  large  ones." 
The  entire  new  generation  of  low  earth  orbit  satellite  sys- 
tems relies  on  this  centrifugal  force  of  the  microcosm. 

It  was  not  supposed  to  happen  this  way.  Just  as  Grosch's 
Law  of  the  computer  industry  implied  that  computer  power 
rose  by  the  square  of  the  cost,  there  was  a  similar  law  of 
the  satellite  industry  that  held  satellite  efficiency  to  be  pro- 
portional to  size.  In  a  popular  text,  "Communications  Satel- 
lite Systems,"  published  in  1978,  James  Martin  cited  an 
AT&T  study  showing  that  just  six  satelhtes  could  carry  all 
the  long-distance  traffic  from  the  American  continent;  no 
fiber  optics  would  be  necessary.  "The  next  major  thrust  in 
the  space  segment  should  capitalize  on  the  economies  of 
scale  which  today's  technology  offers,"  wrote  Martin,  urg- 
ing creation  of  "massive  hardware"  as  heavy  as  several  tons 
and  "immensely  powerful  satellites  with  large  antennas 
beaming  as  much  information  as  we  are  capable  of  using  to 
our  rooftops."  Many  satellite  advocates,  led  by  Arthur  C. 
Clarke,  viewed  with  impatient  scorn  the  expensive  terres- 
trial systems  that  somehow  forestalled  the  manifest  destiny 
of  big  birds  to  rule  the  world  of  communications. 

Bringing  the  Microcosm  to  Space 

IN  1994,  the  big-bird  dream  still  flourishes  in  Space- 
way,  the  international  consortium  Inmarsat,  and  the 
new  launch  this  summer  of  direct  broadcast  satelhte 
technology  by  Hughes's  DirecTV,  Hubbard's  USSB, 
TCI's  Primestar,  and  Rupert  Murdoch's  imperial  sys- 
tems in  Europe  and  Asia.  Using  centralized  satelhtes 
in  geosynchronous  orbits,  DBS  is  the  ultimate  broadcast 
medium,  reaching  billions  of  potential  customers  at  the 
cost  of  reaching  hundreds  of  thousands  through  cable-TV 
systems.  But  these  geostationary  satellite  systems  suffer 
from  the  same  flaws  as  mainframes:  sclerosis  by  central- 
ization. At  a  time  when  customers  want  the  choice,  con- 
trol, convenience  and  interactivity  of  computers,  the  big 
birds  offer  one-size-fits-all  programming  at  specified 
times,  with  little  ability  to  control  the  flow  or  interact 
with  it. 

The  real  showstopper  in  the  long  run,  though,  is  a 
nagging  half-second  time  delay  for  Clarke  orbit  signals. 
Bad  enough  for  voice,  a  half-second  is  near  eternity  for 
computer  communications,-  for  the  living-room  and  desk- 
top supercomputers  of  2001,  a  half-second  delay  would 
mean  gigabytes  of  information  to  be  stored  in  buffers. 
While  companies  across  the  country,  from  Intel  to  Digital 
Equipment,  are  rushing  to  market  with  cable  modems  to 
allow  computer  connections  to  CATV  coax,  geosatelhtes 
remain  mostly  computer-hostile.  Even  with  the  new  dig- 
ital cosmetics  of  DBS,  geosynchronous  satelhtes  are  a  last 
vestige  of  centrahzation  in  a  centrifugal  world. 

By  contrast,  Teledesic  brings  the  microcosm  to  space. 
Rather  than  gaining  economies  of  scale  from  using  a  few 


huge  satellites,  Teledesic  gains  economies  of  scale  by 
launching  as  many  small  birds  as  possible.  Based  on  Peter 
Huber's  concept  of  a  geodesic  network — a  mesh  of  peers 
equally  spaced  apart  like  the  nodes  in  a  geodesic  dome — 
Teledesic  is  not  a  hierarchy  but  a  heterarchy.  Distribut- 
ing the  system  responsibilities  among  840  autonomous 
satellites  diminishes  the  requirements,  such  as  message 
throughput  and  power  usage,  for  each  one.  Building 
redundancy  into  the  entire  constellation,  rather  than 
within  each  satellite,  yields  higher  overall  reliability, 
while  reducing  the  complexity  and  price  of  each  unit. 

As  Craig  McCaw  explains,  "At  a  certain  point,  redun- 
dant systems  create  more  complexity  and  weight  than 
they  are  worth.  Rather  than  having  each  satellite  a  747  in 
the  sky  with  triply  redundant  systems,  we  have  hundreds 
of  satellites  that  offer  self-redundancy."  Eschewing  the 
Hughes  philosophy  of  "every  component  proprietary  to 
Hughes,"  Teledesic  will  manufacture  and  launch  a  large 
number  of  satellite  peers,  using  off-the-shelf  parts  when- 
ever possible.  This  approach  also  provides  economies  of 
scale  that,  according  to  a  study  by  brilliant  pebbles  con- 
tractor Martin  Marietta,  could  lower  unit  costs  by  a  fac- 
tor of  one  hundred  or  more. 

Just  as  microcosmic  technology  uses  infinitesimal  low- 
powered  transistors  and  puts  them  so  close  together  that 
they  work  faster  than  large  high-powered  transistors, 
Teledesic  satellites  follow  the  rules  of  low  and  slow. 
Rather  than  one  big  powerful  bird  spraying  signals  across 
continents,  Teledesic  offers  840,  programmably  targetable 
at  small  locahties.  Just  435  miles  out,  the  delay  is  meas- 
ured in  milliseconds  rather  than  half-seconds. 

The  total  computing  power  and  wattage  of  the  con- 
stellation seems  large,  as  is  needed  to  sustain  a  volume 
of  some  two  million  connections  at  a  time,  four  times 
Spaceway's  capacity.  But  with  other  link  features  equal, 
between  1,226  and  3,545  times  more  power  is  needed  to 
communicate  with  a  geostationary  satelhte  than  with  a 
LEO. 

Perhaps  most  important,  unlike  Iridium,  TRW's 
Odyssey,  and  Globalstar,  Teledesic  from  the  outset  has 
targeted  the  fastest-growing  market  of  the  future:  com- 
munications for  the  world's  125  million  PCs,  now  grow- 
ing some  20%  a  year.  And  Teledesic  has  correctly 
chosen  the  technology  needed  to  extend  computer  net- 
works globally — broadband  low  earth  orbit  satellites.  The 
real  issue  is  not  the  future  of  Teledesic  but  the  future  of 
Iridium. 

In  the  shoit  run  Iridium's  voice  services  cannot  com- 
pete with  Globalstar's  cheaper  and  more  robust  CDMA 
system.  But  in  the  long  run  Iridium  could  be  trumped  by 
Teledesic.  Although  Teledesic  has  no  such  plans,  the 
incremental  cost  of  incorporating  an  "L"  band  transceiver 
in  Teledesic,  to  perform  the  Iridium  functions  for  voice, 
would  be  just  10%  of  Teledesic's  total  outlays,  or  less 
than  $1  billion  (compared  with  the  $3.4  billion  initial 
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work  for  you,  trade  up  to  Schwab  where  you  can 
save  up  to  76%**  on  stock  commissions. 

And  remember,  to  get  today  's  "best  on-line  trading 
software"  for  free,  open  your  account  or  transfer 
additional  funds  to  Schwab  before  October  31,  1994. 
For  help,  stop  by  one  of  our  200  offices  or  call: 

1-800-4-SCHWAB  ext.  24B 

Charles  Schwab 

Helping  Investors  Help  Themselves® 


Offer  available  for  individual  investors  only.  Limit  one  per  customer.  *StreetSman's  10%  discount  is  based  on  Schwab's  current  commission  schedule 
and  may  be  used  with  other  offers  at  Schwab's  discretion.  **Based  on  a  6/94  survey  conducted  by  Schwab,  available  upon  request:  $39  minimum  com- 
mission. Full-commission  brokers  may  provide  different  services,  including  personalized  securities  recommendations.  Commission  rates  surveyed  are 
for  stocks  and  may  vary  for  other  products  ©  1994  Charles  Schwab  &  Co.,  Inc.  Member  S1PC/NYSE.  All  rights  reserved.  (8/94) 
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And  the  Winner  Is  .  .  . 


Globalstar  is  the  easy  winner  for  current  offering  of  mobile 
phone  services  under  a  CDMA  regime  of  spectrum  sharing.  But 
Teledesic  can  add  phone  services  to  its  broadband  computer 
system.  Over  time,  Teledesic's  840  satellites  will  outperform 
Globalstar's  48.  Big  question:  When  will  microchip  technology 
advance  enough  to  allow  broadband  applications  over  CDMA? 
When  that  happens,  Globalstar  has  a  shot  at  the  grand  prize. 
Iridium  is  both  too  expensive  to  compete  in  mobile  phones 
and  too  narrowband  for  data.  Today's  champ  Spaceway  is 
maturing.  Big  winner  for  the  next  decade  is. ..Teledesic. 

capital  costs  of  Iridium).  But  840  linked  satellites  could 
offer  far  more  cost-effective  service  than  Iridium's  66. 

Iridium's  dilemma  is  that  the  complexities  and  costs 
of  its  ingenious  mesh  of  intersatelhte  links  and  switches 
can  be  justified  only  by  offering  broadband  computer  ser- 
vices. Yet  Iridium  is  a  doggedly  narrowband  system 
focused  on  voice. 

Iridium  eventually  will  have  to  adopt  Teledesic's 
broadband  logic  and  architecture.  To  protect  its  global 
lead  in  wireless  communications  and  equipment, 
Motorola  should  join  with  Teledesic  now,  rather  than 
later.  Working  with  Lockheed,  Motorola  is  making 
impressive  gains  in  satellite-manufacturing  technology. 
Supplying  both  handsets  and  space  gear  for  computer  net- 
works, Motorola  could  turn  its  huge  investment  of  time, 
money  and  prestige  in  Iridium  into  a  dramatic  global 
coup  in  wireless  computer  services.  As  part  of  a  broad- 
band system,  Iridium  could  still  become  a  superb  brand 
name  for  Motorola.  But  persisting  in  a  narrowband  strat- 
egy in  the  name  of  avoiding  Teledesic's  larger  initial 
costs,  Motorola's  executives  will  end  up  infhcting  serious 
strategic  costs  on  the  company. 

Most  of  the  famous  objections  to  Teledesic  are  based 
on  ignorance  or  misinformation.  Launch  anxieties  spring 
chiefly  from  the  GEO  experience.  LEOs  are  60  times 
nearer  and  between  a  tenth  and  a  third  the  weight. 
Teledesic  satellites  are  designed  to  be  hoisted  in  groups  of 
eight  or  more.  From  Great  Wall  in  China  to  Khrunichev 
in  Russia,  companies  around  the  world  will  soon  be  com- 
peting to  supply  low-cost  launching  facilities  for  the  sys- 
tem. Orbital  Sciences,  an  entrepreneurial  dervish  near 
Washington's  Dulles  Airport  with  some  SI 90  million  in 
revenues,  has  developed  a  low-cost  method  for  lofting 
groups  of  LEOs  from  an  adapted  Lockheed  1011  Tristar. 

Other  fears  are  similarly  fallacious.  Teledesic  will 
work  fine  in  the  rain  because  the  high  minimum  vertical 
angle  (40  degrees)  of  its  satellite  links  from  the  ground 
reduces  the  portion  of  the  path  exposed  to  water  to  a 
manageable  level.  By  contrast,  geostationary  satellites 
must  operate  at  eight  degrees,  passing  the  signal  through 


a  long  span  of  atmosphere.  Made  of  tough  new  composite 
materials,  Teledesic  satellites  will  endure  the  kind  of 
debris  found  in  space  mostly  unscathed.  The  solar  arrays 
can  accept  holes  without  significantly  damaging  overall 
performance.  All  in  all,  Teledesic's  designers  expect  the 
birds  to  remain  in  orbit  for  an  average  of  ten  years.  With 
most  of  its  key  technologies  plummeting  in  price  along 
with  the  rest  of  electronic  components,  the  system  may 
well  cost  even  less  and  perform  better  than  its  business 
plan  promises  or  George  Fisher  speculates. 

Indeed,  widely  charged  with  reckless  technological  pre- 
sumption, the  designers  of  Teledesic  in  fact  seem  reck- 
lessly cautious  in  their  assumptions  about  the  rate  of 
microchip  progress.  For  example,  their  dismissal  of  CDMA 
assumes  that  the  high  speed  of  the  spreading  code  func- 
tions— requiring  digital  signal  processors  that  race  at  least 
100  times  the  data  rate — pushes  cheap  T-l  performance 
far  into  the  future.  Yet  in  early  1995,  Texas  Instruments 
will  ship  its  multimedia  video  processor,  a  marvel  that 
combines  four  64-bit  DSPs,  a  32-bit  RISC  CPU,  50  kilo- 
bytes of  on-chip  memory,  a  floating-point  unit  and  a  64- 
bit  direct  memory  access  controller  all  on  one  chip.  This 
device  now  performs  two  billion  operations  per  second 
and,  with  an  upgrade  from  35  megahertz  to  50  megahertz 
clock  rate,  soon  will  perform  three  billion.  The  estimated 
cost  in  1995  is  around  $400,  or  a  stunning  $133  per  bop 
(current  Pentiums  charge  three  times  as  much  for  100 
mips).  Five  years  from  now,  when  Teledesic  gets  serious, 
that  kind  of  one-chip  computing  power  can  implement 
CDMA  for  broadband  data  without  any  cost  penalty. 
Future  generations  of  CDMA  systems  may  be  able  to 
offer,  at  a  dramatically  lower  price,  the  same  broadband 
services  in  mobile  applications  that  Teledesic  now 
promises  for  fixed  services  only. 

Assuming  that  Teledesic  meets  the  CDMA  challenge, 
the  other  fear  is  that  terrestrial  systems  will  capture 
enough  of  the  market  to  render  Teledesic  unprofitable. 
This  fear,  however,  can  come  true  only  if  governments 
delay  this  supremely  beneficial  system  well  into  the  next 
century. 

Unlike  the  competition,  satellite  systems  can  provide 
global  coverage  at  once.  Whether  for  S9  billion  or  $90  bil- 
lion, no  terrestrial  system  will  cover  the  entire  world,  or 
even  the  entire  U.S.,  within  decades  of  Teledesic.  As  soon 
as  it  is  deployed,  it  will  profoundly  change  the  geography 
and  topography  of  the  globe.  Suddenly  the  most  remote 
rural  redoubt,  beach,  or  mountain  will  command  com- 
puter communications  comparable  to  urban  corporations 
today.  The  system  can  make  teleconferencing,  telecom- 
muting, telemedicine,  and  teleschooling  possible  any- 
where. Gone  will  be  the  differences  among  regions  in 
access  to  cultural  and  information  resources.  People  will 
be  able  to  live  and  work  where  they  want  rather  than 
where  corporations  locate  them. 

This  change  transforms  the  dimensions  of  the  world 
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Remembering  World  War  II 

.with  books,  maps,  videos  and  recordings  selected  by  the  editors  of  American  Heritage 
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In  addition  to  a  series 
of  candid  eyewitness 
narratives — including 
those  of  naval  reservist 
Douglas  Fairbanks,  Jr. — 
this  commemorative 
volume  recounts  the  fatal 
flight  of  Joseph  Kennedy,  Jr., 
conditions  on  board  troop 
transports  and  landing 
craft,  and  PT-boat  operations. 
312  pages,  250  photographs, 
36.95.  #ANV1 
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BATTLE  OF 
PROVENCE 


BATTLE  OF 
ALSACE 


These  splendid  reprints  of  historic  maps  from  1 947  trace 
the  course  of  the  battles  with  precise  indications  of  the 
daily  progress  of  the  troops  and  the  landmarks  of  the  Allies' 
advance.  Each  map  includes  an  explanatory  text  in  French  and 
English.  Set  of  four  maps,  $37.00.  #AMC1 


I 


A  calm,  wise,  beautifully  written  memoir 
that  some  think  is  the  finest  account 
we  have  of  World  War  II  combat  on  the 
company  level.  The  author  looks  back  on  the 
fighting  that  led  him  up  from  the  beach  and 
into  the  terrible  hedgerows  partly  through 
the  eyes  of  the  boy  who  survived  it  and  partly 
through  the  lens  of  50  years  of  living  that 
followed.  He  is  unerring  in  selecting  details 
that  give  texture  to  events  long  past. 
180  pages,  $19.95.  #AUC1 


ider  of  the  Allied  victory  in 
World  War  II,  creator  of  the 
all  Plan,  and  the  only  soldier 
r  to  receive  the  Noble  Peace 
ieorge  Marshall  is  brought  to 
n  this  inspiring  documentary. 
ie  videocassette  (88  minutes), 
$34.95.  #ADC4 
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as  decisively  as  trains,  planes,  automobiles,  phones  and 
TVs  changed  them  in  previous  eras.  It  will  extend  "uni- 
versal service"  more  dramatically  than  any  new  law  can. 

Moreover,  Teledesic  can  eliminate  the  need  to  cross- 
subsidize  rural  customers.  Determining  the  cost  of  wire- 
line services  are  the  parameters  of  population  density  and 
distance  from  the  central  office.  Rural  customers  now 
cost  between  10  and  30  times  as  much  to  serve  with 
wires  as  urban  customers  do.  Teledesic  will  bring  near- 
broadband  capabilities  to  everyone  in  the  world  at  the 
same  price. 

Most  important,  this  expansion  of  the  communica- 
tions frontier  will  foster  the  very  economic  development 
that  will  fuel  the  demand  for  the  service.  Today,  it  does 
not  pay  to  bring  telecommunications  to  poor  countries 
that  might  benefit  most.  Teledesic  and  other  satellite  ser- 
vices break  the  bottleneck  of  development.  Simultane- 
ously opening  the  entire  world,  it  enriches  every  nation 
with  new  capital  exceeding  the  fruits  of  all  the  foreign 
aid  programs  of  the  era. 

Teledesic  is  a  venture  worthy  of  McCaw  and  Gates.  In 
its  impact  on  the  world,  it  may  even  rival  the  Herculean 
contributions  of  its  sponsors  in  cellular  and  software.  The 
issue  is  not  the  technology  or  the  commitment  of  the 
principals.  The  issue  is  the  readiness  of  the  U.S.  govern- 
ment to  accommodate  this  venture.  Before  Teledesic  can 
be  approved  internationally,  it  will  have  to  attain  a 
license  from  the  FCC  in  the  U.S.  It  has  taken  four  years 
to  approve  Iridium.  It  took  30  years  to  approve  cellular. 
How  long  will  it  take  to  approve  Teledesic? 

Currently  Teledesic,  Iridium  and  Globalstar  face  sev- 
eral political  obstacles.  The  International  Telecommuni- 
cations Union's  Radio  Regulation  2613  gives  GEOs 
absolute  priority  over  LEOs.  For  Spaceway,  Hughes  is  now 
demanding  an  exclusive  license  for  the  full  five  gigahertz 
available  in  the  Ka-band  worldwide,  leaving  no  room  for 
Teledesic  or  any  other  Ka-band  LEO.  Under  current  law, 
Hughes  or  other  geo  systems  could  usurp  any  LEO  that 
was  launched. 

LEOs  are  a  major  American  innovation.  The  U.S.  gov- 
ernment should  take  the  lead  now  in  spearheading  a 
change  in  the  regulations  to  accommodate  LEOs.  This  is 
no  minor  matter.  As  the  dimensions  and  promise  of 
Teledesic  loom  more  starkly,  the  Japanese  or  Europeans 
are  certain  to  make  similar  proposals.  "When  they  do," 
Craig  McCaw  predicts,  "they  will  immediately  have  then 
government  on  board.  They  will  be  able  to  go  to  the  ITU 
right  away.  My  greatest  fear  is  that  we  will  have  the 
technology  all  ready,  and  foreign  companies  will  beat  us 
out  because  they  can  get  their  governments  in  line." 

The  U.S.  government  was  on  board  for  Apollo  25  years 
ago  and  the  U.S.  won  the  first  space  race.  This  space  race 
is  just  as  important,  but  the  government  is  treating  it  as 
some  sleepy-time  infrastructure  project.  In  fact,  it  is  the 
information  superhighway  going  global  and  ubiquitous.  It 


is  the  ultimate  promise  of  the  information  age,  says 
McCaw. 

Sustaining  the  U.S.  Lead  in  Technology 

McCaw  explains:  "It'll  mean  ecological  disaster 
if  China  mimics  what  we  did — building  more 
and  more  urban  towers  and  filling  them  up 
with  people  who  queue  up  every  day  on  turn- 
pikes into  the  city,  emitting  fumes  into  the 
air,  and  then  building  new  towers  and  new 
highways  when  you  want  to  move  the  company,  and  then 
digging  up  the  highways  to  install  new  wires." 

McCaw  waves  toward  the  window,  out  at  Lake  Wash- 
ington. "Look  at  that  floating  bridge.  It  took  $1.5  billion 
to  cross  Lake  Washington,  then  it  got  busted  in  a  storm. 
Cross  this  lake,  any  lake,  any  ocean  in  the  world  with 
broadband  wireless.  That's  the  promise  of  Teledesic.  AH 
you  do  is  to  reconfigure  the  communications  in  software 
at  zero  incremental  cost.  No  wires  for  the  final  connec- 
tions. It's  what  we  do  in  Hong  Kong  and  Shanghai,  where 
everyone  uses  a  cellular  phone." 

President  Clinton,  Vice  President  Gore  and  other 
members  of  the  administration  continually  ask  what  they 
can  do  for  technology.  One  thing  they  can  do  is  vastly 
streamline  the  process  for  approval  of  communications 
projects.  At  the  moment,  Congress  is  determined  to 
retain  bureaucratic  dominance  over  the  most  dynamic 
enterprise  and  technology  in  the  world  economy — what 
they  like  to  term  the  information  superhighway.  They 
see  it  as  a  possible  source  of  congressional  power,  cam- 
paign finance,  employment  and  pelf,  like  the  Baby  Bells 
today  or  hke  existing  construction  projects.  Rather  than 
turn  telecom  into  a  vast  porkbellied  poverty  program, 
however,  the  administration  should  deregulate  the  field. 
Communications  companies  must  be  permitted  to  com- 
pete and  collaborate  wherever  the  technology  leads. 

Whether  the  administration  knows  it  or  not,  these 
technologies  are  its  greatest  political  asset.  The  high-tech 
industries  unleashed  in  the  1980s  by  venture  capital  and! 
junk  bonds  are  now  the  prime  fuel  of  the  economy  of  the 
1990s.  Comprising  perhaps  60%  of  incremental  GDP  and 
48%  of  exports,  the  momentous  upsurge  of  computers 
and  communications  is  even  compensating  for  the  mis- 
takes of  the  Bush  and  Clinton  regimes  and  making  plau- 
sible Clinton's  continuing  claims  of  economic  success. 
But  now  Clinton,  Gore  and  FCC  Chairman  Reed  Hundt 
must  make  a  choice.  If  they  want  to  maintain  this 
redemptive  U.S.  lead  in  technology,  they  must  be  willing 
to  forge  new  alhances  in  Congress  to  get  the  politicians 
and  bureaucrats  out  of  the  way  of  the  future.  A  good  start 
would  be  to  open  the  floodgates  for  the  global  onrush  of 
low  earth  orbit  satellites  dedicated  to  computer  commu- 
nications. If  they  do,  they  can  help  make  the  world,  asi 
McCaw's  Alberg  puts  it,  "a  truly  global  Internet  in  an 
ever-expanding  ethersphere."  @ 
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By  Owen  Edwards 

Lost  In  Cyberlag 


ENTROPY,  GLOOMY  ENTROPY.  It's 
the  natural  way  of  the  world.  Things 
run  down,  mountains  turn  into  silt, 
college  graduates  know  less  and  less 
and  political  discourse  gives  way  to 
"Hard  Copy."  The  personal  effects  of 
time's  daily  grind  are  dismayingly 
apparent.  Where's  my  hair  going- 
Whatever  became  of  my  jump  shot? 

The  mental  knees  start  to  go  too. 
So  as  time  grows  shorter,  it's  not  odd 
to  slow  down  a  bit.  Which  is  why  so 
few  of  MTV's  viewers  are  over  40.  And 
golf  eventually  replaces  Mortal  Kombat 
as  the  game  of  choice.  But  for  those 
who  like  a  gentler  pace,  the  computer 
marketplace  is  about  as  congenial  as 
the  NBA.  Pushed  forward  at  an 
increasingly  breakneck  pace  by  the 
implacable  dictates  of  Moore's  Law, 
technology  has  no  inclination  to  ease 
up  for  those  of  us  who  suffer  what  I'll 
call  "cyberlag." 

My  first  taste  of  cyberlag  came 
when  Apple's  revolutionary  change  to 
child-simple  graphical  interfaces  let 
technophobes  stop  worrying  and  learn 
to  love  computers.  The  Macintosh 
made  a  lot  of  sense  for  me,  but  I  was 
still  heavdy  invested  (by  a  writer's  stan- 


dards) in  a  steel-encased  Kaypro,  and 
couldn't  even  think  about  changing. 

By  the  time  I  could  justify  buying  a 
Macintosh  SE,  technology  had 
marched  on.  Though  astonishing  to 
me,  the  SE  was  history.  Apple's  tree 
had  sprouted  juicier  fruit,  and  even 
IBM  drones  and  clones  were  having 
fun.  Nevertheless,  I  got  about  five 
years  out  of  my  SE,  and  liked  it  fine 
until  I  sat  down  at  a  friend's  newer 
Mac  LCII — faster,  roomier,  cooler. 

The  next  step  should  have  been 
simple:  Go  to  my  local  dealer,  kick 
some  tires  for  appearance's  sake  and  go 
home  with  the  machine  I  wanted.  But 
between  the  time  I  walked  out  my 
front  door  and  the  time  I  arrived  at  the 
store,  the  LCII  disappeared  and  was 
replaced  by  the  LCHI.  Okay,  here  was 
my  chance  to  get  what  I  wanted  with 
extra  bells  and  whistles.  When  the 
salesperson  started  singing  the  praises 
of  the  new  Quadra  series,  my  response 
was  predictably  middle-lane:  I  didn't 
need  anything  that  fast  and  fierce. 

He  shrugged,  as  if  there  was  little 
hope  of  making  a  useful  citizen  of  me. 
"Maybe  I  can  get  you  an  LC,  but 
they're  kind  of  out  of  date,  so  it  may 
not  be  easy."  Whatever  happened  to 
the  18  months  of  fame  Maestro  Moore 
allotted  new  technology?  The  time 
frame  was  narrowing  as  the  salesper- 
son and  I  talked. 

What  Price  Glory? 

Price,  which  imposes  logic  on  other 
markets,  has  just  the  opposite  effect  in 
the  computer  biz.  The  difference 
between  the  already  outdated  model  I 
had  decided  upon  and  the  low-end 
Quadra — about  three  times  faster — was 
a  little  over  $100.  Imagine  going  to  buy 
a  Chrysler  minivan  and  discovering 
right  next  to  it  a  Porsche  Carrera  for 
just  a  few  hundred  more.  Now,  maybe 
you  don't  need  a  sports  car — maybe  fit- 
ting the  kids  and  dog  and  beach  stuff 


in  the  jump  seat  will  be  a  problem — 
but  how  can  you  resist  a  deal  like 
that?  So  you  buy  the  unneeded 
Porsche.  Then,  a  few  months  later,  you 
look  in  the  paper  and  discover:  1)  the 
Ferrari  Testarossa  now  costs  about  the 
same  as  your  Porsche,-  2)  the  new 
Porsche  is  several  thousand  less;  and  3) 
the  minivan  has  been  discontinued. 

This  is  all  very  disconcerting.  A 
considerable  number  of  Americans 
have  yet  to  buy  their  first  computer, 
and  continue  to  get  their  software  from 
Victoria's  Secret,  yet  the  industry 
speeds  along  so  fast  it's  hard  to  know 
how  to  jump  aboard.  The  result  is  per- 
manent buyer's  remorse,  or  a  hesita- 
tion to  buy  anything,  ever.  After  all, 
it's  going  to  be  cheaper  in  a  month, 
not  to  mention  obsolete.  Technotyros 
live  in  fear  of  ending  up  with  a  relic  of 
a  dead  civilization. 

So  what's  the  big  deal?  Once,  I 
bought  a  Beta  VCR,  then  had  to  switch 
to  a  VHS;  I  lost  some  money,  Sony  lost 
a  bundle,  but  I'm  still  watching  movies 
at  home.  The  difference  is  this:  Com- 
puters go  way  beyond  other  electronic 
machines  in  terms  of  how  much  they 
involve  the  user.  Buying  a  new  com- 
puter is  an  emotional  leap  akin  to  a 
life  change.  The  restless  industry 
makes  these  transitions  even  more 
unsettling. 

Thus,  my  humble  suggestion  for 
marketing  to  middle-lane  types  like 
me:  computer  retrochic,  a  line  of  neo- 
garage-sale  products  that  will  preserve 
worthy  but  weary  technology.  Ralph 
Lauren  has  made  a  fortune  doing  this 
in  men's  fashion,  and  Mazda  scored 
with  the  nostalgic  Miata.  America's 
vast  middleocracy  may  desire  modem 
advantages,  but  who  wants  to  cozy  up 
to  a  computer  that's  going  to  be  here 
today  and  gone  tomorrow?  Call  me  a 
Moore's  Outlaw,  but  I'm  looking  for 
technology  that  offers  a  little  more  sta- 
bility than  Roseanne's  home  life. 
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Imagine  Steve  Stenstrom,  the  rangy 
quarterback  of  Stanford  University, 
taking  hit  after  bmising  hit  as,  one  by 
one,  opposing  linebackers,  defensive 
ends  and  tackles  break  past  their 


Edited  by  Kevin  J.  Hogan 


The  quarterback  is  in  the  middle  of 
a  video-training  exercise  called  the 
Touch  'N'  Go  Sports  Video  Analysis 
System,  a  random-access  digital  pack- 
age designed  by  Home  Team  Advan- 
tage of  Los  Altos,  Calif.  Developed 
with  the  cooperation  of  the  Stanford 
athletic  department,  the  486  PC-based 
system  gives  coaches  and  players  a  vir- 
tually limitless  universe  of 
past  plays  and  situations. 
The  system  lets  each  of 
the  team's  dozen  assis- 
tant coaches  store 
four  hours  of 
game  footage  on 
their  four-gi- 
gabyte hard 
drives.  Once 
fully  networked, 
the  staff  will  be  able 
to  call  up  any  play 
from  Stanford's  last 
two  seasons.  Game 
films  of  the  coming 


blockers  and  bury  him.  A  typical  day 
in  the  life,  except  for  one  dramatic  dif- 
ference: Stenstrom  never  has  to  pick 
himself  up  and  check  to  see  if  all  his 
limbs  still  work. 


Vapor  Trail 

And  we  thought  it  was  just  E-mail  .  .  . 

There  is  a  sense  in  which  a  global  mind 
emerges  in  a  network  culture.  The  global 
mind  is  the  union  of  computer  and  nature — of 
telephones  and  human  brains  and  more.... 
We  humans  will  be  unconscious  of  what  the 
global  mind  ponders.... The  particular 
thoughts  of  the  global  mind — and  its 
subsequent  actions — will  be  out  of  our  control 
and  beyond  our  understanding.  Thus  network 
economics  will  breed  a  new  spiritualism. 

— Kevin  Kelly,  from  his  book  "Out  of  Control:  The  Rise  of  Neo- 
Biological  Civilization."  Kelly  is  executive  editor  of  Wired  magazine. 


week's  opponents  are  digitized  and 
available  for  the  kind  of  strategic  intel- 
ligence Knute  Rockne  and  Bud  Wilkin- 
son might  have  killed  for. 

"The  system  allows  you  to  get  into 
the  head  of  the  op- 
posing coach," 
says  John  Driver, 
vice  president  and 
general  manager  of 
HTA.  "For  exam- 
ple, the  coach  can 
call  up  all  [Stan- 
ford's] defensive 
sets  after  the  oppo- 
nents have  made  a 
20-yard  gain  to  see 
if  another  team's 
coach  tends  to 
gamble  or  get  con- 
servative after  a 
long  gain." 


The  process  of  assembling  films  for 
coaching  staffs  to  prep  their  players 
used  to  be  time-  and  labor-intensive. 
Sorting,  time-coding  and  editing  the 
previous  week's  scouting  films  and 
tapes  alone  took  three  days.  HTA's  dig- 
ital approach  means  less  time  spent 
processing  this  intelligence  and  more 
time  spent  using  it. 

"What  used  to  take  days  now  takes 
seconds,"  says  Mike  Gleeson,  a  former 
NFL  tape  editor  who  is  now  FTTA's  di- 
rector of  software  and  systems  devel- 
opment. Gleeson  can  customize  infor- 
mation as  he  inputs  it,  in  Stanford's 
specialized  categories  such  as  "varia- 
tion," "motion"  and  "strength."  The 
touch-screen  feature  makes  Home 
Team  Advantage  user-friendly  for  a 
coach  more  at  home  with  a  whistle  in 
his  mouth  than  a  mouse  in  his  hands. 
"This  comes  closest  to  the  VCR  tech- 
nology most  coaches  know  already," 
says  Driver. 

The  concept  for  Touch  'N'  Go  is 
the  brainchild  of  Glenn  DeKraker, 
who  admits  being  "bounced  around" 
as  a  Stanford  scrub  in  the  1940s.  He 
has  adapted  his  Advertising  Informa- 
tion  Management  for  the  21st  Century 
system,  which  lets  ad  agencies  keep 
track  of  a  year's  worth  of  campaigns 
on  a  single,  non-linear  random-access 
system.  At  an  alumni  dinner,  DeKrak- 
er overheard  coaches  discussing  the 
time-consuming  drill  of  preparing  for 
Saturday's  game.  "When  I  heard  how 
cumbersome  the  process  was," 
DeKraker  remembers,  "my  wife  said 
she  could  hear  the  wheels  start  to 
turn." 

HTA  executives  anticipate  that 
other  schools  will  be  signing  on  for 
their  own  custom-designed  training 
systems,  and  that  prototype  programs 
at  Stanford  for  men's  and  women's  vol- 
leyball and  basketball  will  find  wider 
use.  Driver  points  out  that  the  system 
is  also  being  used  to  run  sports  hall  of 
fame  kiosks  at  Stanford's  fiber-optic- 
wired  athletic  department.  Now,  at  the 
touch  of  a  screen,  alumni  have  instant 
access  to  Ernie  Nevers's  runs,  Jim 
Plunkett's  passes  and  a  wealth  of  other 
happy  memories. 

— Richard  Rapaport 
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Rotary  Death 

Once  the  most  ubiquitous  piece  of 
technology  in  the  American  house- 
hold, the  rotary  phone  is  heading  to- 
ward slow  extinction,  thanks  to 
throwaway  technology  and  the  culture 
of  voice  mail. 

According  to  Sheldon  Hochheiser, 
historian  for  AT&T,  80%  of  the 
American  public  had  telephone  access 
to  their  homes  in  1962.  Of  those, 
98.1%  had  rotary  service.  That  figure 
has  slipped  to  11%,  according  to  the 
Boston-based  Yankee  Group,  a  com- 
munications research  firm. 

Some  regions  of  the  country,  like 
upstate  New  York,  continue  to  use  ro- 
tary phones  out  of  necessity;  they  still 
do  not  have  touchtone  service.  Some 
still  use  the  phones  just  for  nostalgia's 
sake. 

The  heavy,  mostly  black,  tele- 
phones used  to  be  leased  to  customers 


from  the  mon- 
strous Ma  Bell. 
But  transistors 
and  cheap  plas- 
tic, along  with 
competitive  pric- 
ing since  AT&T's 
breakup,  have 
made  it  cheaper  to 
buy  the  equipment 
and  just  replace  it 
when  it  breaks. 

But  don't  head  for 
the  antique  auction 
just  yet.  Elliot  Sivow- 
itch,  museum  specialist 
at  the  National  Museum 
of  American  History,  still 
dials  at  times.  He  says  the 
sheer  number  of  rotary 
phones  manufactured  dur- 
ing their  heyday  keeps  the  rotary  from 


Don 


t touch 


imminent  extinc- 
tion. "It  will  probably  take  years 
before  they  gain  a  collectable  value," 
says  Sivowitch. 


Stroke  of  Genius 

Mark  Eidson  should  be  dead.  In  1988, 
he  suffered  a  cerebral  hemorrhage  only 
few  survive.  Eidson  not  only  lived  but 
also,  by  using  basic  business  software, 
formed  a  $1.2  million  company. 

Eidson,  42,  now  is  CEO  of  MCX 
Inc.,  a  San  Marcos,  Calif.,  medical- 
billing  firm  that  electronically  issues 
and  tracks  money  flow  between  doc- 
tor, patient  and  insurer.  Finding  em- 
ployers hesitant  to  hire  him  while  he 
was  undergoing  rehabilitative  thera- 
py, Eidson  and  his  wife,  Maria,  went 
to  the  federal  government  and  the 
Small  Business  Association  for  as- 
sistance to  start  a  business.  He 
says  he  was  "told  to  forget  about 
it  and  go  on  welfare." 

Instead,  with  the  help  of  the 
non-profit  Disabled  Businessper- 
sons  Association,  Eidson  started 
his  company  and  discovered 
that  software  like  Microsoft 
Word  and  Excel  give  disabled 
entrepreneurs  like  him  the 
ability  to  compete. 

Eidson  speaks  with  a  slur 
as  a  result  of  his  injury  and 
still  copes  with  a  loss  of 
motor  skills  and  short-term 
memory.  Using  Macintosh  hard- 


ware, he  compensates  with  the  same 
new  tools  everyone  else  uses.  "I  have 
trouble  keeping  any  numbers  in  my 
head.  I  lose  my  place.  The  spreadsheet 
keeps  everything  right  in  front  of  me. 
The  word-processing  software  helps 
me  with  my  writing  since 
my  sen- 
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tence  structure  is  bad." 

Urban  Miyares,  president  of  the 
DBA,  says  that  many  persons  with  dis- 
abilities just  don't  benefit  from  tech- 
nology tailored  to  specific  handicaps. 
He  says  the  innate  advantages  of  new 
technology  intended  for  the  general 
consumer  give  disabled  users  one  less 
barrier  to  hurdle.  "The  very  nature 
of  much  hardware 
and  applications 
give  people  with 
many  different 
types  of  disability 
an  equal  shot.  It 
levels  the  playing 
field." 

Eidson,  who  also 
credits  his  success  to 
his  warped  sense  of 
humor,  agrees. 
"There  is  no  way  I 
could  do  these  things 
without  these  comput- 
ers and  software.  I've  got 
nine  employees  and  am 
looking  to  add  eight 
more.  I've  got  a  database 
of   1,000  clients.  Not  bad 
for  somebody  who  should 
be  a  vegetable,  right?" 
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continued  from  page  156 
and  the  New  Science"  (the  new  sci- 
ence is  chaos  theory),  ripped  reengi- 
neering  in  a  recent  Industry  Week 
interview:  "Reengineering  is  the 
supernova  of  our  old  approaches  to 
organizational  change,  the  last  gasp  of 
efforts  that  have  consistently  failed. 
What  is  reengineering  but  another 
attempt,  usually  by  people  at  the  top, 
to  impose  new  structures  over  old — to 
take  one  set  of  rigid  rules  and  guide- 
lines and  impose  them  on  the  rest  of 
the  organization?  It's  a  mechanical 
view  of  organizations  and  people — 
that  you  can  'design'  a  perfect  solu- 
tion and  then  the  machine  will  com- 
ply with  this  new  set  of 
instructions....  Reengineering  doesn't 
change  what  needs  to  be  changed 
most:  the  way  people  at  all  levels 
relate  to  the  enterprise.  We  need  to  be 
asking:  Has  the  organization's  capaci- 
ty to  change  increased  and 
improved?...  Or  have  we  just  created 
a  new  structure  that  will  atrophy  as 
the  environment  shifts?" 

What  is  new,  according  to  Wheat- 
ley,  is  that  the  self-organizing  phenom- 
enon I  described  is  becoming  pervasive 
in  these  times  of  constant  flux. 

Whoever  Comes  .  .  . 

Still  skeptical?  A  wonderful  article  in 
Training  magazine,  "Welcome  to  Open 
Space,"  gives  a  close-up  look  at  self- 
organizing.  On  October  21,  1993,  $300- 
million  Rockport  Co.  (a  Reebok  Inter- 
national subsidiary)  shut  down  entirely 
to  conduct  an  all-hands  strategy  retreat. 
Pretty  bold,  eh?  How  about  the  fact 
that  there  was  no  agenda  for  the  "open 
space"  meeting  (as  consultant-guru 
Harrison  Owen  calls  it)? 

Owen,  Prof.  Srikumar  Rao  writes, 
stepped  into  the  center  of  a  circle  of  all 
Rockport  employees  gathered  in  a 
warehouse  and  told  them,  in  effect,  to 
invent  their  own  meeting:  "One  by 
one,  each  person  who  wished  to  do  so 
would  step  into  the  center  of  the  circle. 
He  would  announce  his  name  and  a 
topic  about  which  he  felt  passionate — 
passionate  enough,  at  least,  to  take 
responsibility  for  convening  a  breakout 
session.  He  would  then  write  the  topic 
on  a  large  sheet  of  paper  and  stick  it  to 


the  wall  with  masking  tape.  On  it  he 
would  post  a  sticker... indicating  what 
time  the  group  would  meet  and  where. 
This  would  continue  until  nobody  had 
any  additional  items  to  post.  Then  the 
'marketplace'  would  open.  Everybody 
would  examine  the  wall,  which 
became  a  -'community  bulletin  board,' 
and  sign  up  for  as  many  issues  as 
desired.  Participants  who  posted  issues 
would  be  responsible  for  convening 
groups,  facilitating  discussions  and 
recording  minutes  of  the  proceedings 
on  one  of  the  dozen  or  so  computers 
set  up  for  the  purpose." 


elf-organization  in 
widely  distributed 
systems  is  the 


essence  of  innovation 
and  progress.  When 
the  environment 
shifts,  this  model  will 
thrive,  not  atrophy. 

The  event,  Owen  added,  would  be 
guided  by  four  Zenlikc  principles: 

Whoever  comes  is  the  right  people. 

Whatever  happens  is  the  only  thing 
that  could  have. 

Whenever  it  starts  is  the  right  time. 

When  it's  over  it's  over. 
There  was  also,  Rao  reports,  "a  large 
poster  with  a  crude,  hand-drawn  depic- 
tion of  two  footprints  with  the  head- 
ing, 'The  Law  of  Two  Feet.'  That, 
Owen  explained,  "illustrated  the  vol- 
untary nature  of  participation.  If  any- 
one was  bored,  not  learning  anything 
or  felt  she  had  nothing  to  contribute, 
then  she  was  honor-bound  to  use  her 
two  feet  to  walk  away." 

After  a  few,  seemingly  endless 
moments  of  shuffling,  one  Rockport 
employee  tentatively  stepped  forward. 
In  less  than  an  hour,  Rao  recalls,  "An 
energized  group  had  posted  dozens  of 
issues  on  the  wall:  distribution,  on- 
time  delivery,  customer  service,  excess 
raw  material."  The  upshot:  The  meet- 


ing, which  featured  some  66  sessions 
with  five  to  150  participants  each,  was 
a  smashing  success,  according  to  even 
the  most  ardent  skeptics.  Follow-up  led 
to  some  significant  practical  progress, 
as  well  as  a  major,  positive  shift  in 
overall  attitude. 

Adaptation  on  the  Fringe 

The  biological,  self-organizing  approach 
has  another  articulate  champion  in 
Kevin  Kelly,  whose  "Out  of  Control: 
The  Rise  of  Neo-Biological  Civiliza- 
tion" is  the  best  of  an  important  new 
genre.  Among  other  things,  Kelly  non- 
chalantly offers  the  Nine  Laws  of  God. 
The  first:  "Distribute  being. .  .whenever 
we  find  something  from  nothing  we 
find  it  arising  from  a  field  of  many 
interacting  smaller  pieces.  All  the  mys- 
teries we  find  most  interesting — life, 
intelligence,  evolution — are  found  in 
the  soil  of  large,  distributed  systems." 
And  the  fifth:  "Maximize  the  fringes.... 
A  diverse,  heterogeneous  entity... can 
adapt  to  the  world  in  a  thousand  daily 
minirevolutions... diversity  favors 
remote  borders,  the  outskirts,  the  hid- 
den comers... and  isolated  clusters....  A; 
healthy  fringe  speeds  adaptation, 
increases  resilience  and  is  almost 
always  the  source  of  innovations." 

All  in  all,  the  book  offers  a  pointed 
reminder  that  self-organization  ini 
widely  distributed  systems  (e.g.,  the 
Internet,  on  which  one  new  network  is 
being  added  every  10  minutes)  is,  in 
fact,  the  essence  of  innovation,  progressi 
and  life  itself. 

These  are  eternal  ideas — and  ideas 
whose  time  has  come.  The  flavor  of! 
the  new,  dispersed  but  interconnected, 
self-designing  world  of  commerce  andl 
communication  was  succinctly  cap- 
tured in  an  MCI  commercial  in  which 
11 -year-old  Academy  Award  winner 
Anna  Paquin  intones: 

There  will  be  a  road. 

It  will  not  connect  two  points. 

It  will  connect  all  points. 

Its  speed  limit  will  be  the  speed  of, 

light. 

It  will  not  go  from  here  to  there. 
There  will  be  no  more  there. 
We  will  all  only  be  here. 
Amen.  And  don't  forget  those  biolo- 
gy books! 
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It  used  to  take  14  hours  for  Landis& 
Gyr  engineers  in  Chicago  to  meet 
with  colleagues  in 
Zug,  Switzerland. 

Today,  thanks  to  a 
real  solution  from 
Sprint  Business,  they 
spend  those  hours 
working  together. 
Meeting  face-to-face 
via  the  world's  largest  videoconfer- 
encing network  —  Sprint  Video? 

And  we've  engineered  many  other 
technologically  advanced  solutions  for 
Landis  &  Gyr.  Including  a  wide  area 
network  that  will  soon  connect  computer 
systems  in  109  North  American  offices, 
allowing  them  to  instantly  exchange 
time-sensitive  product  development 
and  financial  data. 

The  fact  is,  no  matter  what  business 
you're  in,  we  can  turn  communications 
technology  into  a  powerful  business 
tool.  One  that  will  help  make  you  more 
successful.  And  isn't  that  why  you're 
in  business  in  the  first  place? 

Find  out  how  we  can  help  your  business 
do  more  business.  Call  1-800-598-5000. 


ver  since 
Sprint  Business 
made  our  world  smaller, 
we've  gotten 
bigger. 
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The    Peters  Principles 


By  Tom  Peters 


A  Paean  to  Self-Organizatio 


TIME  TO  THROW  away  the  engi- 
neering and  reengineering  texts  and 
acquire  a  biology  library  instead. 

Welcome  to  the  world  of  anti- 
entropy  and  self-organization. 

"The  lumbering  bureaucracies  of 
this  century,"  say  Texas  Instruments' 
Steve  Pruitt  and  Electronic  Data  Sys- 
tems' Tom  Barrett,  in  the  book 
"Cyberspace:  First  Steps,"  "will  be 
replaced  by  fluid,  interdependent 
groups  of  problem  solvers." 

"Okay,  okay!  Uncle!"  shouts  a 
seminar  participant.  "But  how  do  I 
organize  these  crazy,  dispersed, 
farflung  networks?"  The  answer: 
Lighten  up.  They  organize  themselves. 
Honest. 

Manager  as  Recruiter 

EDS  is  a  monster  company,  with  more 
than  70,000  employees.  Moreover,  it's 
known  to  this  day  for  the  paramilitary 
discipline  Ross  Perot  instilled  at  the 
start  in  1962.  Yet  enormous  EDS  is 
self -organizing. 

More  than  that,  self-organization  is 
its  secret.  The  company  has  tried, 
using  its  own  technology,  to  develop 
human-resource  allocation  schemes. 
But  they  have  invariably  failed.  Busy 
people  are  smarter  and  faster  than  the 
smartest  and  fastest  machines. 

EDS  marketing  head  Barry  Sullivan 
explained  it  to  me.  Nancy  R.,  a 
respected  account  manager,  calls  you, 
Joe  B.,  and  says  she  heard  from  Dave 
G.  about  your  sterling  performance  on 
the  ABC  Corp.  project.  She's  got  some- 
thing similar,  with  a  couple  of  neat 
twists,  coming  up  for  her  client,  XYZ 
Corp.  Are  you  interested?  If  so,  when 
will  you  be  free? 

Suppose  you  sign  up  and  agree  to  a 


Busy  people  are 
smarter  and  faster 
than  the  smartest 
and  fastest  machines. 
Forget  engineering — 
welcome  to  the  world 
of  anti-entropy  and 
self-organization. 


starting  date  five  weeks  hence.  The 
moment  you  get  off  the  phone,  you  go 
to  your  card  file  and  tag  seven  names 
(working  on  seven  projects  in  four 
countries  on  three  continents),  and 
start  dialing  or  E-mailing:  "Mary,  just 
got  a  call  from  Nancy  R.,  who  conned 
me  into  working  on  the  XYZ  account. 
Sounds  fabulous.  And  it  would  allow 
you  to  learn  a  lot.  I'm  gonna  try  to  nab 
Harry  N.  and  Marilyn  L.  as  well.  We 
start  in  about  six  weeks,  though  I 
could  fudge  a  little  on  that.  Up  for  it? 
Joe  B." 

In  the  next  72  hours,  you  success- 
fully recruit  the  nucleus  of  a  dozen- 
person  team  you'll  need  to  get  started. 
You  also  talk  a  professor-specialist 
from  MIT  into  giving  you  six  days  of 
consulting  time  in  the  next  four 
months. 

Sullivan  told  me,  in  effect,  that 
there  are  two  kinds  of  project  man- 
agers. Those  who  wait  to  have  people 
assigned  to  their  projects.  And  those 
who  round  up  their  own  teams.  Guess 
which  go  on  to  fame  and  fortune? 

I  smiled  at  Sullivan's  recollections. 
Though  EDS  is  a  lot  bigger  than  my 


former  employer,  McKinsey  &  Co., 
the  tale  he  spun  mimicked  my  experi- 
ence. The  billion-dollar-plus,  3,100- 
consultant  outfit  effectively  reorga- 
nizes itself  every  day  along  the  exact 
lines  Sullivan  sketched. 

Formality  Is  for  Slugabeds 

My  smile  of  recognition  broadened 
when  I  thought  back  two  decades  ta 
my  four-year  career  in  the  Navy's 
(then)  1,500-officer  Civil  Engineei 
Corps.  It  was  as  far  from  the  oft-cited 
"military  model"  (rigid)  as  can  be 
imagined.  Commander  Helen  S.  gets 
tapped  by  an  old  boss  to  take  on  a  new 
command  six  months  from  now,  at 
the  end  of  her  current  assignment.  So, 
she  calls  a  pal  in  the  Bureau  of  Person- 
nel and  asks  him  for  the  status  of  five 
folks  she'd  love  to  have  on  her  team 
Two  have  just  taken  new  assignments, 
so  they're  out;  but  the  other  three 
could  be  available  within  the  year.  She 
calls  two  right  away  and  goes  to  visit 
one  who's  particularly  important  tc 
her  plans.  Within  a  couple  of  weeks, 
she's  nailed  down  her  top  team.  The 
formal  assignment  process,  she  well 
knows,  is  for  the  slugabeds. 

One  moral  of  this  story:  There's 
nothing  new  under  the  sun.  Holly-1 
wood  has  always  done  it  this  way.  Sc 
have  construction  companies.  AnC 
McKinsey,  EDS  and  the  U.S.  Navy. 

Another  moral:  Per  Sullivan's 
observation,  the  definition  of  effective 
project  managers/bosses  includes — at 
or  near  the  top  of  the  list — a  finely 
honed  skill  of  card-file  development 
and  exploitation. 

A  third  moral:  It  ain't  engineering. 
Meg  Wheatley,  author  of  "Leadership 
continued  on  page  154 
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Recipes  Of  The  Rich 

And  Famous  64 

By  Reed  Martin 

Like  other  people,  wealthy 
Americans  often  enjoy  cooking 
for  themselves.  But  why  the 
popularity  of  pasta? 

The  Third  Battle 

Of  Bull  Run  67 

By  Lisa  Gubernick 

McDowell  was  thrashed  by  Stone- 
wall Jackson  at  Manassas  and  John 
Pope  humiliated  by  Robert  E.  Lee. 
Not  so  bloody  but  almost  as  bitter 
is  the  war  between  Walt  Disney  and 
the  Virginia  gentry  and  their  allies. 

Inherited  Talents  76 

By  Frank  Wolfe 

No  longer  mob-controlled, 
Las  Vegas  is  today  largely 
dominated  by  families  with  deep 
roots  in  the  gambling  business. 
More  and  more  of  them  are  sliding 
onto  The  Forbes  Four  Hundred. 
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By  Justin  Doebele 

A  beef  glut  means  bargains 
in  filet  mignon.  And  the  price 
of  Thoroughbreds  is  running 
behind  the  pack.  Whatever  the 
reasons,  the  cost  of  living  well 
is  relatively  flat  this  year. 
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Motivated  Seller  350 

By  David  C.  Churbuck 
Ten  years  ago,  with  exquisite 
timing,  William  Ziff  dumped 
consumer  magazines  and  invested 
the  proceeds  in  computer  maga- 
zines. Now  those  are  for  sale. 
What's  he  up  to?  Retirement,  he 
says,  and  insists  he  means  it  this  time. 
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House  w/vu,  8  Acres, 

$3  Million  356 

By  James  M.  Clash 

Jackson  Hole,  Wyo.  has  become  a 
magnet  for  America's  superrich.  But 
the  more  Jackson  Hole  remains  the 
same,  the  more  it  will  change. 


The  Master  Cynic 

By  Christie  Brown 

If  Armand  Hammer's  ghost  could 
visit  the  museum  he  established, 
it  would  be  rattling  its  chains 
in  frustration. 
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Why  watch  connoisseurs  the  world  over 
say  there  is  only  one  Piaget. 


Truly  magnificent,  the  $1,500,000 
Haute-Joaillerie  pocket  watch  is  a 
consummate  example  of  the  artistic 
and  technical  virtuosity  that  have 
won  Piaget  the  coveted  title,  "the 
Jeweler  in  Watchmaking". 

Created  to  commemorate  the 
120th  anniversary  of  Piaget,  this 
extraordinary,  one-of-a-kind  time- 
piece was  actually  more  than  a 
century  in  the  making. 


TOURftefiU 

New  York  •  Palm  Beach  •  Bal  Harbour  •  Costa  Mesa 
1 -800-348-3332 


At  its  heart,  a  highly  complicated 
mechanical  movement,  developed 
and  assembled  by  hand  in  Piaget's 
own  Swiss  workshops  at  the  end  of 
the  19th  century.  The  watchmaker 
was  Georges  Piaget,  founder  of  the 
Piaget  dynasty. 

Beautifully  restored  through  more 
than  700  hours  of  meticulous  and 
loving  labor,  the  intricate,  elegantly 
engineered  workings  of  its  split- 
second  chronograph,  and  minute 
repeater  which  chimes  the  hours, 
quarter  hours  and  minutes,  bespeak 
a  quality  that  is  rare.  And  timeless. 

The  spectacular  jeweled  case 
fashioned  to  house  this  remarkable 
movement  is  solid  18  karat  white 


gold,  lavishly  embellished  by  521 
diamonds,  24  carats  in  total  weight. 
The  matching  chatelaine  chain  is 
itself  a  masterpiece,  brilliant  with 
diamonds  and  sapphires. 

Over  a  century  of  inspired 
watchmaking.  An  unending  quest 
for  excellence.  The  Piaget  watch 
has  earned  its  place  as  the  time- 
piece of  perfection. 

PiageT 

[M1LLIER  EN  HORLOGER1E  DEPU1S 1874 
GENEVE 
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Did  \;<>ti  ever  notice  how  good  he  smells? 


GEORGIA:    /  finally  went  out  to  dinner 
with  him  last  night. 

JACKIE:  Just  the  two  of  you  ?  Wh  ere 

did  you  go: 

GEORGIA:  Mario's. 

JACKIE:    Mario's?  The  food  is  terrihle. 
GEORGIA:    /  didn't  notice.  I  don't 
rea  lly  even  know  what  I  ate. 
JACKIE:  Really? 
GEORGIA:    You  should  have  seen  him.  He  was  so  sweet.  He  spilled  his 
wine  all  over  my  dress. 
JACKIE:  Adorahle. 

GEORGIA:    And  then  when  he  reached  over  to  give  me  his  napkin, 
he  knocked  over  his  water  vlass. 
JACKIE:    Hilarious . 

GEORGIA:    Well,  it  was.   W^e  couldn't  stop  laughing.   W^e  just  had 
to  get  out  of  there.   W^e  laughed  all  the  way  hack  to  my  place . 
JACKIE:    Your  place? 

GEORGIA:    W^ell,  I  was  soaked.  And  besides... 
JACKIE:  Besides. 

GEORGIA:    Did  you  ever  notice  how  good  he  sme  Us? 
JACKIE:    Frankly,  no. 

GEORGIA:    He  wears  the  most  wonderful  cologne. 
JACKIE:    Dare  I  ask  what  it  is? 
GEORGIA:    Well,  it  comes  in  a  box  with  dots. 
JACKIE:  Dots? 
GEORGIA:  Dots. 

JACKIE:    So.  Now  we're  back  at  your  place .. . 
GEORGIA:  Jackie,  how's  your  mother? 
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You  Are  Tke  Traveler,  l^our 
Investments  Are  Tke  Terrain. 
We  Are  Tke  Map. 


■ 


These  days,  a  complex  market- 
place can  often  send  your 
investment  portfolio  in  some 
rather  misguided  directions.  At 
TCW,  we  emphasize  a  guided  approach  to  investing. 
First,  we  analyze  your  objectives  and  risk  tolerance.  Then 
we  use  our  expertise  in  asset  allocation  and  portfolio 
management  to  help  you  meet  your  financial  goals. 
Should  market  conditions  change  en  route,  we  reference 
your  strategy  and  adjust  your  investments  accordingly. 


This  approach  to  investing  has  helped  TCW  travel  from 
$8  million  to  over  $50  billion  under  management  in  just  22 
years.  If  you  have  assets  of  $5  million  or  more  and  you 
would  like  more  information  on  TCW,  please  contact 
Jeffrey  V.  Peterson,  Managing  Director,  at  (213)  244-0500. 


TCW 


r  o  u  p 


•  Over  $50  billion  under  management. 

•  Over  40  distinct  investment  strategies:  equities, 
fixed  income,  international  &  alternative. 

•  Comprehensive  asset  allocation. 

•Exemplary  long-term  investment 
performance. 

•Continuity  of  management. 


TCW 


Trust  Company  Of  The  West 

A  Member  of  The  TCW  Group 
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David  Churbuek 


Bob  Lenzner 


That's  no  janitor.  It's  the  boss. 

David  ChurbucK,  our  outstanding  Computer/Communications 
reporter,  tells  this  story:  "Seven  years  ago,  while  I  was  an  editor  at  PC 
Week,  a  casually  dressed  man  in  his  50s  wandered  into  my  office,  his 
shirttail  untucked,  a  cowlick  rising  from  the  back  of  his  head.  A 
maintenance  worker,  I  figured.  He  began  talking  about  endangered 
plants,  and  I  was  getting  ready  to  kick  him  out  so 
I  could  get  back  to  work  when  he  asked  about 
the  story  selection  for  that  week.  It  was  ten 
minutes  into  this  rambling  conversation  before  I 
realized  the  guy  I  almost  threw  out  of  my  office 
owned  the  place.  It  was  the  legendary  Bill  Ziff, 
spouter  of  sports  stats,  quoter  of  the  great  poets, 
the  genius  who  was  building  a  computer  pub 
lishing  empire." 

A  couple  of  months  ago  Churbuek  inter- 
viewed his  old  boss  for  this  issue  and  found  him 
as  enigmatic  as  ever.  "He  leaped  from  wasp  galls 
and  ebony  trees  to  outrage  over  the  treatment 
he's  received  from  the  press,"  says  Churbuek, 
"before  settling  down  to  talk  about  how  memo- 
ries of  his  relationship  with  the  father  he  wor- 
shiped persuaded  him  to  take  early  retirement." 
Tage  350. 

Bill  Ziff  is  just  one  of  the  extraordinary  people- 
profiled  in  this  twelfth  annual  Forbes  Four 
Hundred  issue.  While  Ziff  is  retired  at  64, 
Sumner  Redstone  at  71  is  just  getting  up  steam. 
Bob  Lenzner,  who  has  been  in  almost  constant 
dialogue  with  Redstone  since  starting  to  inter- 
view him  this  summer,  says:  "Redstone's  favor- 
ite word  is  'relentless,7  and  he's  relentless  in 
making  his  points  with  an  interviewer."  Page 
40. 

Brigid  McMenamin  was  reminded  of  Ayn 
Rand  when  interviewing  the  founders  of  Boston 
Scientific,  John  Abele  and  Peter  Nicholas. 
"Rand  wrote  about  intellectuals  and  business 
people  as  natural  partners,  one  seeking  to  un- 
derstand nature,  the  other  to  put  that  under- 
standing to  work.  That's  these  two:  Nicholas 
the  organizer  giving  form,  Abele  the  dreamer 
giving  content."  Page  58. 

Christie  Brown  writes  about  Armand  Ham- 
mer, his  reputation  shrunken  in  death  but  still  an 
intriguing  study.  Page  364.  Frank  Wolfe  writes 
about  the  new  gambling  megarich.  Page  76. 

This  issue  is  the  product  of  year-round  labor  by  many  staffers. 
They  include  Harry  Seneker,  Dolores  Lataniotis,  Alexandra  Alger, 
Michael  Noer,  Frank  Wolfe,  Jordana  Horn,  Reed  Martin,  Mitch 
Rand,  John  Chamberlain,  Clarita  Jones,  Linda  Stinson,  Robert 
Yacoub. 


Brigid  McMenamin 


Editor 
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Slick  Willy 

With  the  police  on  his  tail  and  his 
once  lucrative  Russian  commodities 
business  collapsing,  fugitive  Marc 
Rich  (sec  p.  173)  needed  someone  to 
run  his  ailing  trading  company,  now 
known  as  Glencore  International  AG. 
The  man  he  chose  was  Willy  Strot- 
hotte,  a  longtime  commodities  trader 
who  had  spent  five  years  running 
the  Brussels  metals  division  for  New 
York-based  ICC  Industries  before 
joining  Marc  Rich  in  the  late 
Seventies. 

Clashing  over  management  is- 
sues and  equity  stakes,  Rich  fired 
Strothotte  two  years  ago,  then  hired 
him  back  last  year  after  virtually  all  the 
firm's  top  traders  had  followed  him 
out  the  door  (Sept.  12). 

But  good  help  is  hard  to  find 
these  days.  Since  our  story  ran, 
Forbes  has  obtained  copies  of  doc- 
uments that  show  Strothotte  and  fel- 
low head  trader  David  Sassoon  had 
a  few  problems  with  their  former 
employer. 

An  internal  ICC  audit  conducted 
in  1977  revealed  that  the  two  embez- 
zled around  $800,000  by  siphon- 
ing trading  profits  into  their  own 
bank  accounts.  Strothotte  used 
some  of  the  funds  to  treat  himself  to  a 
spacious  apartment  in  Brussels,  the 
documents  indicate.  They  also  show 
that  Strothotte  and  Sassoon  avoid- 
ed prosecution  by  agreeing  to  repay 
the  money  and  leave  ICC.  Strot- 
hotte, Sassoon  and  ICC  all  declined 
comment.  Rich  didn't  respond  to 
queries  about  Strothotte's  past 
deeds.  -Alexandra  Alger 
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Beverly  Hills  real  estate 

SelSers  still  face  a  horror  show. 


Beverly  Hills  bust 

Who  says  the  rich  don't  suffer? 
Four  years  ago  we  reported  on  the 
cold  wind  whipping  through  the 
overheated  Beverly  Hills  real  estate 
market  (Oct.  22,  1990).  It  has  only 
gotten  worse  since  then. 

With  homes  there  selling  for 
about  36%  less  than  they  were  five 
vears  ago,  Beverly  Hills  residents 
who  can  afford  to  are  hanging  on  to 
their  properties.  Those  who  can't 
are  in  for  a  horror  show. 

Merv  Griffin  and  department 
store  heir  Ted  Field,  two  prospective 
sellers  we  mentioned  in  1990,  have 
unloaded  their  homes  only  in  the 
past  year  or  so.  Griffin's  3-acre 
residence  reportedly  brought  in 
$7.5  million — less  than  half  his 
original  asking  price. 

Field  fared  even  worse.  His  man- 
sion, once  owned  by  silent  film  actor 
Harold  Lloyd,  brought  only  one- 
third  of  the  original  S55  million  ask- 
ing price.  To  close  the  deal  Field 
had  to  throw  in  furnishings. 
Turnaround  prospects  aren't 

great.  "What  flies  high  falls 
hard,"  notes  John  Kare- 
voll,  financial  editor  of  Da- 
taquick  Information  Sys- 


Willy  Strothotte  of  Glencore 
Good  help  is  hard  to  find. 
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T  p  YOU  WANT  TO  KNOW  WHAT 

CARS  AND  TRUCKS 

WILL  BE  LIKE  IN 
TALK  TO  SOME  OF  THE  PEOPLE  WHO 

LIVE  THERE. 

AT  Ford  Motor  Company,  our  young  designers  help  keep  us  in  touch  with  the  juture,  SHARING 
THEIR  VIEWS  of  the  world  they'll  he  inheriting  and  the  vehicles  they  envision  there.  0*0  To 
widen  their  horizons  even  Jurther,  we  provide  them  with  access  to  other  Ford  design  studios 
from  Turin,  Italy  to  Melbourne,  Australia,  all  of  which  are  linked  electronically.  In  this 
"GLOBAL  STUDIO"  environment,  these  men  and  women  of  the  computer  age  use  the  latest 
tools  and  iechnolog ies  to  design  vehicles  for  people  living  in  a  RAPIDLY  CHANGING 
WORLD.  At  Ford,  this  is  one  way  our  young  designers  make  sure  that  our  customers  get 

what  they  want,  before  they  even  know  they  want  it.   To  us,  that's  what  quality  is  all  about. 

Ford  F  o  r  i>      r         c  k  s  uflPVy^TT^Kfflfil)    *     1  Mercury* 


2005 


QjU  ALITY    IS    JOB  1 


~~  "Fidel  Castro  thought  I  had  left  Cuba- 

with  only  the  dothes  on  my  back. 
But  my  secrets  were  locked  in  my  heart." 


After  Fidei  Castro  came  to  po^S 
longer  make  his  Partagas  cigars  in  Cuba. 

The  skilled  hands  became  too  few,"  Ramon  says.  "And  eventually,  the  Cuban  leaf  was 

in  short  supply." 

In  contrast,  the  Dominican  Republic  has  the  most  carefully  trained  cigar-makers 
and  the  most  richly  cultivated  soil  in  the  Caribbean. 

And  only  Partagas  cigars  are  made  under  the  watchful  eyes  of  Ramon  Cifuentes, 
the  same  man  who  made  them  over  forty  years  ago  in  Havana 


PARTAGAS8 
The  cigar  that  knew  Cuba  when. 
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terns.  "I  don't  think  we'll  see  infla- 
tion-adjusted prices  back  at  late- 
1980s  levels  this  side  of  the  century." 

-Marla  Matzer 


A  Breed  apart 


Allen  Breed  survived  three  di- 
vorces, near  bankruptcy  and  triple- 
bypass  surgery  before  turning 
Breed  Technologies  into  the  leading 
U.S.  maker  of  crash  sensors  for 
auto  air  bags.  We  figured  with  those 
kinds  of  credentials,  Breed,  now 
67,  was  on  something  of  a  streak 
(Oct.  18,  1993). 

He  still  is.  The  Lakeland,  Fla.  firm 
has  its  sensors  in  around  59%  of  all  air- 
bag-equipped  cars  produced  in  the 
U.S.  and  posted  record  earnings  of 
$47  million,  or  $1.56  per  share,  on 
sales  of  $278  million  in  the  year  ended 
June  30.  Along  with  his  wife,  John- 
nie, Breed  owns  nearly  60%  of  the  firm 
and  this  year  moved  onto  The 
Forbes  Four  Hundred  with  a  net 
worth  of  $485  million  (seep.  222). 


Johnnie  and  Allen  Breed 

The  road  ahead  could  get  rough. 


That  figure  would  be  a  lot  higher 
but  for  the  stock's  26%  drop  since 
April  to  a  recent  32%.  Investors 
were  evidently  worried  about  auto- 
makers' shifting  to  electronic  sen- 
sors from  the  electromechanical  type 
Breed  invented  and  sells.  But  Breed 
is  unfazed.  To  get  a  foothold  in  the 
electronic  sensor  market,  he  has 
been  developing  electronic  devices 
and  also  recently  bought  $46  mil- 
lion (sales)  Hamlin,  Inc.  of  Lake 
Mills,  Wis.  Barring  unexpected  di- 
sasters, Breed's  streak  should 
continue.       -Stephen  S.  Johnson 
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Some  of  America's  top 
CsiSTHBlim  corporations  held  meetings 
in  Crested  Butte  last  year.  While 
here,  executives  discussed  such 
topics  as  international  expansion, 
increasing  market  share  and 
streamlining  operations. 


At  least  that's  what 
they  told  everyone 
back  at  the  office. 

Crested  Butte. 
The  last  great 
Colorado  ski  town. 

Call  1-800-392-5153 
for  a  cool  brochure. 
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Investor's  Business  Daily 

FREE  FOR  2  WEEKS!! 

Just  call  the  toll-free  number  listed  below  and  you'll  receive 
2  weeks  (10  issues)  of  Investor's  Business  Daily  ABSOLUTELY 
FREE  ...  no  strings  attached.  Plus,  you'll  also  receive  a  FREE 
audio  tape,  "100  Ways  to  Improve  Your  Investment  Results." 

investor's  Business  Daily  gives  you... 


•  The  New  America 

•  News  For  You 

•  The  Economy 

•  Computers  &  Automation 

•  Leaders  &  Success 

•  Executive  Update 
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•  Smart  Stock  Tables 

•  Expanded  Bond  Tables 

•  Company  Earnings 

•  "Stocks  In  The  News" 

•  Mutual  Fund  Coverage 


800-453-5757 

24  hours  a  day,  7  days  a  week! 

Investors  Business  Daily 

12655  Beatrice  Street,  Los  Angeles,  CA  90066 

Subscribers  within  the  last  4  months  not  eligible. 
Offer  expires  12/95  and  good  only  in  the  U.S. 


Ways  To  Improve 
Yourlnvestmem 
Result! 


FREE  WITH 
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Jack  and  Bobby  slept  here 

The  residential  real  estate  market 
in  tony  Palm  Beach,  Fla.  is  picking  up 
again.  Among  those  who  have 
plunked  down  millions  for  estates  this 
year  are  billionaire  Ron  Perelman, 
Ivana  Trump  and  Jerome  Fisher,  of 
footwear's  Nine  West  Group. 

But  one  of  Palm  Beach's  most 
famous  addresses  has  yet  to  move — 
the  Kennedy  family  compound  on 
North  Ocean  Boulevard.  The 
10,000-square-foot  home,  built  in 
1923  and  on  the  market  since  last 
November,  has  six  bedrooms,  six 
baths,  and  sits  on  a  lot  with  200  feet  of 
oceanfront.  Asking  price:  $7  mil- 
lion. "Very  cheerful  and  nice  and 
fresh  on  the  inside,"  gushes  one  lo- 
cal broker.  But  another  warns  the 
kitchen  and  a  few  of  the  bathrooms 
need  renovation.  There's  no  central 
air-conditioning,  nor  any  rooms 
with  architectural  significance. 

Might  the  house  qualify  as  tear- 
down  material?  Says  a  Palm  Beach 
broker:  "I've  seen  some  pretty 
amazing  things  torn  down  here." 

-Matt  Walsh 


Icahnography 


Poor  Carl  Icahn.  Icahn  had  to  give 
up  control  of  Trans  World  Airlines 
early  last  year,  months  before  trou- 
bled twa  emerged  from  bankruptcy 
protection.  But  now  TWA  is  again 
struggling  with  its  debts,  including 
$190  million  that  Icahn  lent  the  car- 
rier. The  loan  comes  due  this  January, 
and  twa  already  has  said  it  probably 
won't  have  the  cash  to  pay  him  back. 

Icahn's  loan  is  secured  by  all  of 
TWA's  receivables,  and  some  of  its 
planes.  But  seizing  the  collateral 
would  create  a  new  headache  for 
Icahn.  As  part  ofTWA's  reorganiza- 
tion plan,  Icahn  promised  the  U.S. 
government's  Pension  Benefit 
Guaranty  Corp.  he  would  make  up  for 
shortfalls  in  twa's  pension  plans  if 
they  were  terminated.  The  bill  could 
run  to  $240  million  and  take  a 
chunk  out  of  Icahn's  net  worth,  esti- 
mated at  $400  million. 

Icahn  could  extend  his  loan  for 
another  year.  Another  option:  turn 
over  the  loan  to  the  PBGC  to  satisfy 
his  potential  liabilities  to  the  agency. 
But  don't  expect  the  bureaucrats  to 
let  him  off  so  easily.       -Riva  Atlas 


Aspen  versus  Vail 

Billionaire  Marvin  Davis  sold  his 
half-interest  in  Aspen  Skiing  Co.  to 
fellow  billionaire  Lester  Crown  last 
year.  Now  daughter  Nancy  Davis  has 
moved  her  custom  elsewhere.  For 
the  past  two  years  she  has  thrown  a 
benefit  in  Aspen  for  the  Race  to 
Erase  MS — multiple  sclerosis,  the  dis- 
ease from  which  she  suffers.  The 
weekend  benefit  has  included 
a  dinner  in  the  ballroom  of  As- 
pen's fancy  Ritz-Carlton  Hotel, 
the  only  place  in  town  that  is  able 
to  seat  800  people. 

But  when  Davis  tried  to  book  the 
Ritz-Carlton  room  for  Feb.  1 1 ,  1995, 
she  found  that  it  had  already  been 
reserved  by  another  group.  So  Davis 
moved  her  party  from  Aspen  to 
Vail's  Radisson  hotel.  "I  thought  we 
had  a  great  relationship,"  says  a  cha- 
grined Frank  Cavella,  Ritz-Carlton's 
marketing  director.  "I  gave  her  four 
alternative  dates,  but  they  weren't 
convenient  for  her." 

"Vail  has  been  wonderful," 
chirps  Davis.  "They  are  so  much  more 
promotional-minded  and  easier  to 
deal  with  [than  Aspen]." 

-TODDI  GUTNER 

If  you  charge  enough, 
they  will  come 

As  FAR  as  Western  watering  holes 
go,  Aspen's  old  hat  and  Jackson 
Hole's  on  the  rise  (see  p.  356).  But 
Aspen's  Maroon  Creek  Club  is  still 
getting  rich  duffers  to  pay  big  bucks 
for  the  privilege  of  golfing  at  its  new 
18-hole  course.  The  course  is  cost- 
ing $1  million  per  hole  to  build  and  is 
set  to  open  next  summer. 

The  club  is  offering  just  350  spe- 
cial golf-only  memberships.  So  far 
163  people  have  signed  up.  The  first 
100  paid  a  $60,000  initiation  fee;  the 
next  50,  $80,000.  Members  151 


The  Kennedy 
estate 

in  Palm  Beach 
So  far,  no  takers 
for  the  onetime 
winter 

White  House. 


through  200  must  pony  up 
$100,000.  Then  the  fee  will  proba- 
bly rise  to  $120,000  for  the  next  50 
members,  and  will  very  likely  jump 
to  $140,000  for  the  last  100. 
(Dues:  $4,500  for  the  first  year.  ) 

"Our  course  is  unique,"  boasts 
Fred  Durham,  Maroon  Creek's  presi- 
dent. "It's  three  minutes  from  the 
airport  and  downtown."  Course  de- 
signer is  Tom  Fazio,  whose  credits 
include  the  Quarry  in  La  Quinta, 
Calif.,  outside  Palm  Springs,  where 
initiation  fees  run  $125,000.  But 
note  that  the  Quarry  is  open  year- 
round,  whereas  snow  will  make 
Maroon  Creek  playable  only  about 
half  the  year.  Cross-country  skiing 
on  the  course  should  be  great, 
however.  -T.G. 


Sporting  proposition 

Denver  oil  and  railroad  magnate 
Philip  Anschutz's  Anschutz  Corp. 
and  Comsat,  which  owns  pro  bas- 
ketball's Denver  Nuggets,  want  to 


The  Denver  Nuggets  at  play 

A  new  home,  thanks  to  Phil  Anschutz? 
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build  a  $1 30  million  sports  and  en- 
tertainment complex  in  Denver  on 
land  they'd  buy  from  Anschutz's 
32%-owned  Southern  Pacific  Rail 
Corp.  It  would  feature  a  new 
19,000-seat  arena  for  the  Nuggets 
and  a  National  Hockey  League  ex- 
pansion team  Comsat  hopes  to  bring 
to  the  city.  Plans  also  call  for  TV  and 
film  studios  to  be  built  in  partnership 
with  others,  possibly  Denver- based 
cable  giant  Tele-Communications, 
Inc.  The  partners  hope  to  have  the 
arena  ready  for  the  1997-98  season. 

But  there's  a  little  problem.  The 
partners  must  get  Denver  to  agree  to 
let  the  Nuggets  out  of  their  current 
lease  to  play  at  the  city's  aging  Mc- 
Nichols  Sports  Arena.  Anschutz 
and  Comsat  have  promised  to  reim- 
burse Denver  for  seat-tax  revenues 
lost.  A  city  task  force  studying  the 
proposal  should  make  its  decision 
by  early  next  year. 

-Alexandra  Alger 

Galveston's  choice 

When  the  luxury  liner  Star  of  Texas 
began  operating  as  a  casino  ship  out  of 
Galveston  late  last  year,  some  be- 
lieved it  was  only  a  matter  of  time  until 
gambling  restored  the  faded  Texas 
resort  to  its  glamour  days.  In  1957  a 
state  ban  on  gambling  closed  the 
many  casinos  that  once  lined  Galves- 
ton island's  famous  seawall. 

But  Galveston  native  George 
Mitchell  has  other  ideas.  The  75 -year- 
old  founder/chairman  of  Mitchell 
Energy,  who's  worth  $575  million, 
recalls  the  city's  casino  days  as  law- 
less and  violent — not  the  characteris- 
tics that  attract  families  to  the  three 
hotels,  shopping  center  and  16  re- 
stored buildings  packed  with  stores 
that  Mitchell  owns  on  the  island 
where  he  has  invested  $70  million. 
Nor  would  the  gambling  lifestyle  do 
much  for  the  Moody  family's  new 
theme  park/ therapy  center  in  Galves- 
ton (Forbes,  Oct.  10). 

"If  they  bring  in  casinos,  we'll  sell 
out,"  Mitchell  vows*  adding  with  a 
wry  grin,  "We'll  double  our  money, 
but  we'll  sell." 

It  probably  won't  come  to  that. 
Says  Galveston's  city  manager,  Doug- 
las Matthews:  "He  [Mitchell] 
wields  a  lot  of  influence." 

-R.  Lee  Sullivan  m 
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The  folks  up  in  Vail,  the 
CroliW  biggest  of  Colorado's  mega- 
resorts,  like  to  boast  that  their 
mountain  can  accommodate  41,200 
skiers  per  hour. 


But  who  wants  to  ski  with  41,199 
other 
people? 

Crested  Butte. 
The  last  great 
Colorado  ski 
town. 

Call  1-800- 
392-5153 
for  a  cool 
brochure. 


Read  B  etween  Our  L  me  s 


Free  Catalog 
800-544-0880 


Read  about  our  line  of  Pocket  Briefcases,  our  line  of  bookcases,  and  our  lines  of  pens, 
stationery,  and  lamps.  Between  our  regular  lines  you'll  find  one-of-a-kind  gifts 
that  mean  something  special  to  those  who  love  reading. 
Call  or  write  for  your  free  64-page  Levenger  catalog — your  direct  line  to  thoughtful  gifts  this  season. 

LEVENGER8  j 

TOOLS     FOR     SERIOUS  READERS 

800-544-0880  or  Fax  800-544-6910  .  420  Commerce  Drive,  Delray  Beach,  FL  33445  •  Code  FCI1 


EVA  Air,  the  pride  of  the  Evergreen  Group, 
goes  above  and  beyond  your  standards  am 
surpasses  your  expectations. 


than  three  years,  EVA  Airways  has  built  an  enviable  reputation  for  reliable 
service  and  exciting  innovation  that  matches  our  all-new,  state-of-the-art  fleet  of 
aircraft  and  rapidly  growing  list  of  destinations.  Like  our  home  base,  Taiwan,  and 
the  entire  Pacific  Rim  region,  we're  soaring  into  a  bolder  future. 
The  Wings  of  Taiwan 


PLANNED  ROUTES 


FLY  EVA  AIR  AND  FEEL  THE  DIFFERENCE  EVEBfjB§iIp 

For  reservations  please  call  1-800-695-1188  or  contact  your  local  travel  agent. 


NO  DRAWER  IS  SAFE  if  it  contains  the  legendary  cotton  oxford  from 

Brooks.  Decisively  rated  the  best  of  its  kind,  it  is  the  single  most 
sought-after  item  in  the  Brooks  Brothers  wardrobe.  At  $48,  it  is  worth 

buying  in  quantity  as  a  hedge  against  unauthorized  use.  Other  dress 
shirts,  in  an  A-to-Z  of  colors,  collars  and  patterns,  are  priced  from  $38. 
For  store  locations  or  a  catalog,  please  call  1-800-274-1816. 


"With  all  thy  getting  get  understanding" 

Fact  and  Comment 


By  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


THE  REPUBLICAN  PARTY 


is  going  to  have  its  best  congressional  election  year  since 
1952,  when  it  last  won  control  of  both  the  Senate  and  the 
House.  The  GOP  blowout  will  result  not  only  from  voter 
disagreement  over  major  Administration  policies  such  as 
health  care  or  Haiti  but  also  from  the  electorate's  growing 
anxiety  over  the  White  House's  basic  attitudes  and  core 
beliefs.  In  the  1960s  some  people  came  to  believe  that 


America  is  debased,  that  the  U.S.  is  more  often  a  malig- 
nant than  a  benign  society.  The  Administration  is  overly 
populated  with  these  PC-minded  appointees  who  think 
the  country  must  be  radically  reformed  by  righteous  souls 
such  as  themselves.  Combined  with  the  President's  poli- 
tics-as-usual when  the  public  wants  anything  but,  this  will 
demonstrably  damage  the  Democrats  next  month. 


MODEL  FOR  OUR  TIMES 


Oh,  in  the  face  of  our  Haitian  flounderings,  one  yearns 
for  the  firm,  skilled  hand  of  Teddy  Roosevelt.  Not  the 
TR  of  bellicose  legend,  but  the  man  skillfully 
portrayed  in  the  book  Velvet  on  Iron:  The 
Diplomacy  of  Theodore  Roosevelt  (by 
Frederick  W.  Marks  III,  University  of  Nebras- 
ka Press,  $6.95).  Roosevelt  was  an  exquisitely 
expert  practitioner  of  foreign  policy  who  un- 
derstood realpolitik  and  the  constraints  im- 
posed by  a  democracy.  His  diplomacy  brilliant- 
ly blended  together  tact,  a  firm  sense  of  justice, 
immense  competence  and  a  profound  knowl- 
edge of  what  was  and  was  not  important  to  the 
U.S.  It  was  this  that  enabled  him  to  masterfully 
mediate  numerous  conflicts  and  disputes,  including  bro 
kering  the  peace  agreement  between  Japan  and  Russia. 


Contrast  Clinton's  handling  of  Haiti  with  Roosevelt's 
intervention  in  Cuba:  "American  troops  were  landed  so 
deftly  that  no  one  on  the  island  knew  whether 
or  not  Roosevelt  was  intervening.  [Just  over 
two  years  later]  the  Marines  marched  out  of 
Cuba  to  the  tune  of  friendly  bands  and  cheer- 
ing crowds."  Clinton  ought  to  read  this  book 
to  see  how  a  President  can  effectively  formulate 
and  carry  out  American  foreign  policy. 
Excerpt:  Everything  [TR]  did  as  police  commis- 
sioner, governor,  and  president  was  expressly  cal- 
culated to  avoid  the  clash  of  arms.  Preparedness 
was  a  cardinal  principle  of  his  philosophy.  Of  all 
attitudes  that  could  be  held  by  foreigners  in  regard 
to  the  U.S.,  contempt  was  the  most  dangerous.  He  believed  that 
power  was  of  primary  importance  in  the  search  for  peace. 


1984  UPDATED? 


A  CRY  FOR  A  NATIONAL  IDENTIFICATION  CARD  is  rising 
again.  The  catalyst  is  the  desire  to  get  a  tool  that  will  cut 
illegal  immigration.  We  should  resist  the  temptation. 
Such  a  card  will  rapidly  be  used  for  far  more  than 
employment.  The  loss  of  privacy  outweighs  any  gains. 

It  is  disconcerting  enough  to  know  that  computer 
snoops  can  dig  up  a  lot  of  supposedly  confidential  informa- 
tion about  our  lives.  The  IRS  recently  admitted  that 
thousands  of  its  employees  routinely,  without  authority, 
examined  tax  returns  of  friends,  enemies  and  the  famous. 

Assurances  that  laws  would  protect  our  privacy  rightly 


ring  hollow.  With  a  national  I  .D .  card  your  whole  life  could 
end  up  on  a  government  central  computer  file.  All  tax 
returns,  all  banking  transactions  including  cash  taken  from 
ATMs,  all  medical  records  including  individual  prescrip- 
tions, every  hotel  stay,  every  store  purchase,  every  moving 
and  parking  violation,  etc.,  would  be  centrally  accessible. 

Do  we  as  a  nation  of  individualists  really  want  that?  Do 
not  be  fooled  by  the  idea  that  a  Social  Security  or  national 
I.D.  card  can  be  made  counterfeit-proof  by  having  our  pho- 
tos and  fingerprints  on  it.  Warped  technological  wizards 
will  find  a  way  to  beat  any  government-designed  system. 


THE  SOCIALIST  SPIRIT  SURVIVES 


Despite  growinc  public  distrust  of  Washington,  the 
Clinton  Administration  is  determined  to  involve  the 
government  more  directly  in  the  private  sector.  The  White 
House  remains  mesmerized  by  the  alleged  successes  intru- 
sive Japanese  and  European  bureaucracies  have  had  in 


planning  and  promoting  new  industries  and  technologies. 

In  a  sharp  break  from  the  past,  the  White  House  wants  the 
Pentagon  to  overtly  subsidize  a  nondefense  industry. 
Traditionally,  the  military  has  spent  heavily  on  civilian 
research  and  development,  hoping  for  military  applica- 
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tions.  But  never  has  the  Pentagon  virtually  underwritten  a 
nondefense  industry,  in  this  case  flat-panel  displays  used 
primarily  for  laptop  computers.  At  most,  the  armed  services 
will  consume  less  than  1%  of  these  screens;  Yet  the  Ad- 
ministration proposes  to  spend  almost  $600  million  of  mil- 
itary money  over  five  years  to  practically  create  an  industry 
whose  output  will  overwhelmingly  be  for  civilian  use. 

"National  security''1  is  the  excuse,  not  the  true  motiva- 
tion. The  military  is  quite  used  to  paying  premium  prices 
to  get  custom-made  products.  Moreover,  the  Adminis- 
tration is  pursuing  many  other  "industrial  policy11  proj- 
ects. The  Energy  Department  is  giving  money  to  a  passel 
of  private  companies  to  write  software  for  supercom- 
puters, and  Commerce  is  subsidizing  numerous  private- 
sector  projects  under  its  Advanced  Technology  Program. 

Apologists  claim  these  efforts  are  necessary  because 
companies  are  too  shortsighted  to  invest  for  the  long 
term.  Nonsense.  Government  is  no  better  than  private 
individuals  and  companies  at  picking  economic  winners. 
The  landscape  is  littered  with  failed  government-industri- 
al projects  including  synthetic  fuels,  the  breeder  reactor 


and  Sematech.  Decisions  are  often  made  more  for  reasons 
of  political  pork  than  for  marketplace  practicality. 

The  supposed  successes  of  Europe  and  Japan  in  "gov- 
ernment-business11 cooperation  is  more  mythical  than 
real.  The  attempt  of  Japan's  Ministry  of  International 
Trade  &  Industry  to  dominate  the  world  computer  market 
has  been  an  abysmal  35-year  failure.  Japan's  $2  billion 
effort  to  develop  high-definition  TV  was  reduced  to  ruin 
by  an  American  company's  $50  million  effort  that  relied  on 
a  digital  instead  of  an  analog  system.  Japan's  major  post- 
World  War  II  success  has  been  the  automobile  industry, 
which  for  years  defied  government  directives.  And  West- 
ern Europe's  countless  billions  of  high-tech  subsidies  have 
yielded,  to  put  it  charitably,  microscopic  successes. 

Is  it  coincidence  that  the  U.S.,  an  industrial  policy 
piker,  has  had  the  most  high-tech  successes  of  any  coun- 
try in  the  world?  If  Labor  Secretary  Robert  Reich  and 
other  industrial  policy  devotees  think  they  know  the 
future  better  than  the  rest  of  us  do,  why  don't  they  leave 
Washington  and  set  up  their  own  venture  capital  shops 
instead  of  using  money  forcibly  extracted  from  taxpayers? 


HARRY  HAD  IT  RIGHT 

Bill  Clinton  complains  that  no  President  has  been  as    of  his  time  and 
media-maltreated  as  he.  But  many  Presidents  have  been 
pilloried  as  much  as  or  more  than  Clinton .  Herbert  Hoover 
was  so  angry  at  the  New  York  Times'  -  =  --»  — 

C    J  .nme  nl  >hr  otlif  rs.    The  two  r 
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coverage  of  the  1932  campaign  that 
he  exchanged  a  series  of  letters  with 
the  paper  and  wrote  a  diatribe  (which 
was  not  sent)  to  publisher  Adolph 
Ochs  lambasting  him  and  denouncing 
the  Times'  "personal  attack  contain- 
ing gross  misstatements  and  smears." 

Harry  Truman  got  rough  treat- 
ment, too.  He  had  enough  sense  of 
history,  though,  to  realize  that  a  poor 
press  was  part  and  parcel  of  being  President.  In  a  letter  to  a 
friend  penned  at  a  time  when  his  popularity  was  plummet- 
ing, Truman  wrote  words  that  President  Clinton  and  his 
successors  might  periodically  console  themselves  with: 
"This  is  nothing  new.  Washington  was  abused  in  the  press 
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there  was  never  a  more  thoroughly 
misrepresented  President  than  Thomas  Jefferson.  Of 
course,  you  are  familiar  with  how  they  treated  Andrew 
Jackson  but  they  did  not  get  away 
with  it  in  his  case  like  they  did  with 
some  of  the  others.  The  two  Presi- 
dents after  Jackson's  time  who  have 
been  most  thoroughly  misrepresent- 
ed are  Grover  Cleveland  and  Wood- 
row  Wilson.  They  almost  hounded 
Cleveland  to  his  grave.  It  is  interest- 
ing to  read  the  lies  they  published 
about  him  and  Mrs.  Cleveland.  Of 
course,  Lincoln  was  thoroughly  mis- 
represented and  it  took  fifty  years  to  get  at  the  truth.  So  I 
don't  let  these  things  bother  me  for  the  simple  reason  I 
know  that  I  am  trying  to  do  the  right  thing  and  eventually 
the  facts  will  come  out.  You  and  I  will  probably  be  holding 
a  conference  with  St.  Peter  when  that  happens,  however." 


CHILLING  TAX  TALE 


In  1975  A  Miami  newspaper  ran  articles  revealing  how  local 
IRS  agents  were  illegally  snooping  into  the  private  lives  of 
notable  local  citizens.  The  paper's  general  counsel,  Daniel 
Heller,  refused  repeated  IRS  requests  to 
identify  the  series'  sources.  The  next  year 
Heller  found  himself  the  subject  of  an  I  RS 
investigation  for  tax  fraud.  The  primary 
IRS  investigator:  the  agent  who  had 
headed  up  that  unlawful  snooping. 

The  agent  and  his  colleagues  pressured 
Heller's  accountant  into  testifying 
against  his  client.  As  a  result,  Heller  was 
sentenced  to  three  years  in  prison  for  tax 
evasion.  After  serving  four  months,  he  was 
freed  when  a  federal  appeals  court  threw 
out  his  conviction,  determining  the  ac- 
countant had  given  false  witness  because 


Heller:  Turned  tables  on  tormentors 


of  "intentional  intimidation"  by  those  agents.  After  his 
release,  Heller  sued  his  accountant's  firm  and  the  three  IRS 
agents.  The  firm  settled  for  $5  million,  and  the  IRS  finally 
agreed  to  pay  the  aggrieved  taxpayer 
$500,000.  Such  a  payment  from  the 
nation's  tax  collector  is  unprecedented. 

But  Heller  and  others  are  deeply  con- 
cerned that,  contrary  to  written  policy, 
heavy-handed  intimidation  is  still  an  in- 
formally acceptable  tool  to  the  IRS.  The 
new  IRS  commissioner,  Margaret  Rich- 
ardson, could  help  head  off  unofficial 
abuse  by  citing  the  Heller  case  and  em- 
phasizing the  admonition  in  the  agen- 
cy's manual:  "The  special  agent  will  not 
use  language  which  might  constitute 
intimidation  or  a  threat."  BB 
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Another  IBM  Client/Server  Success. 


Warner  Bros.  Studio  Stores  are  opening  about  as  fast 
as  a... beep  beep... Roadrunner,  and  a  big  part  of  their  busi- 
ness is  original  artwork,  or  eels,  from  Warner  Bros,  cartoons. 

"No  two  production  eels  are  alike,  yet  each  one  has  to 
be  avaiiable  in  all  of  our  100  stores,  simultaneously,"  says 
Karine  Joret,  Vice  President,  Worldwide  Marketing. 

What  Joret  needed  was  a  client/server  system  that 
could  1)  display  eels  in  perfect  detail,  2)  be  easy  enough 
for  any  user,  3)  make  it  impossible  for 
two  customers  to  order  the  same  eel  and 
4)  integrate  smoothly  with  their  existing 
point-of-sale  system. 

"We  also  needed  a  vendor  who  really 
knew  retailing 
and  could  do  the 
entire  job,  at  our 
speed.  It  was 
IBM." 

What  IBM 
created  is  an 
OS/2®-based  mul- 
timedia system 
with  touch- screen 
PC  clients  in 
stores  and  a  server 
in  Burbank,  all 
tied  in  to  a 
RISC-based 
network  for 

point-of-sale.  IBM  wrote  the  application 
software  and  helped  build  facilities  for  digi- 
tizing images  at  the  Warner  Bros.  Studios. 

"Now,"  says  Joret,  "instead  of  flipping 
through  photocopies,  customers  browse  on  a 
screen,  and  the  instant  a  eel  is  bought  it's  pulled  from  the 
system,  even  as  other  customers  browse  in  other  stores.  It's 
exactly  what  we  asked  for. 

"As  upcoming  animated  films,  such  as  the  Roadrunner's 
'Chariots  of  Fur,'  create  more  demand  for  our  products,  our 
business  grows  and  our  needs  change.  IBM  is  always  right 
there  with  us;  I  can't  tell  you  how  helpful  that  is." 

It's  another  side  to  client/server  IBM  takes  seriously:  that 
you're  the  client,  and  we're  the  server.  Call  us  and  you'll  see. 
That's  all  folks. 


Karine  Joret 
Vice  President 
Worldwide  Marketing 


For  more  information  about  IBM  Client/Server,  ask  for  extension  "star"  802  at 

1 800 IBM-3333. 


IBM  and  OS/2  are  registered  trademarks  of  International  Business  Machines  Corporation. 


Other  Comments 


Real  Devotion 

"One  should  have  a  butler,"  says 
Ivor  Spencer,  principal  of  the  Ivor 
Spencer  School  for  British  Butlers 
and  Administrators,  [so  one  does 
not]  "have  to  look  for  a  pair  of  cuff- 
links, the  car  is  brought  'round,  the 
tea  is  brought  in.  The  butler  irons  the 
shirt,  gets  the  clothes  ready,  takes  the 
phone  calls.  The  very  fact  everything 
is  done  for  them  is  happiness.  We 
iron  the  morning  newspaper." 

Iron  the  newspaper? 

"Yes.  There  may  be  a  keyword,  say 
in  the  business  column,  that  he 
would  miss  because  of  a  wrinkle.  Of 
course,  we  only  iron  the  quality  pa- 
pers, the  London  Times,  say."  He 
arches  a  brow  a  millimeter  or  so,  as  if 
to  suggest  that  all  others  should  per- 
haps be  dry-cleaned. 
-Wayne  King,  New  York  Times 

Hands  Off 

The  Clinton  Administration  has 
seemed  almost  breathless  to  find  a  way 
to  help  build  the  information  super- 
highway. Vice  President  Gore,  who 
loves  to  show  oft  his  Macintosh  laptop, 
is  the  head  cheerleader.  The  Adminis- 
tration has  decided  to  spend  more  than 
half  a  billion  dollars  to  support  develop- 
ment of  flat-panel  display  technology. 

There  is  reason  to  wonder  if  the 
policies  the  Administration  is  follow- 
ing make  any  sense.  It  is  worth  keeping 
in  mind  that  the  U.S.  personal  com- 


puter industry  that  now  leads  the  world 
grew  into  preeminence  with  virtually 
no  involvement  by  the  government. 

Left  alone,  someone  will  develop 
the  best  and  most  efficient  way  to 
wire  the  entire  nation.  It  is  far  from 
clear  what  constructive  role,  if  any, 
the  government  could  play  at  this 
point,  except  to  get  out  of  the  way. 
-Brit  Hume,  Washington  Post 

Ronald  Reagan  had  a  story  for 
every  occasion.  Bill  Clinton  has 
an  excuse. 

-Fred  Barnes,  New  Republic 

Tough  Act  to  Follow 

Like  Theodore  Roosevelt,  Wood- 
row  Wilson  tried  to  hold  other  na- 
tions to  a  personal  conception  of 
righteousness.  But  unlike  his  prede- 
cessor, he  tried  to  export  the  laws  and 
traditions  of  American  society,  and 
he  did  so  without  the  credibility  or 
armament  Roosevelt  had  been  care- 
ful to  build. 

-Frederick  W.  Marks  III, 
Velvet  on  Iron:  The  Diplomacy  of 
Theodore  Roosevelt 

Undynamic  Duo 

James  Carville  and  Mary  Matalin 
have  published  a  joint  memoir,  AlTs 
Fair:  Love,  War,  and  Running  for 
President.  Ms.  Matalin  is  best  known  as 


an  architect  of  what  is  widely  consid- 
ered the  worst  campaign  in  modern 
memory,  and  Mr.  Carville  as  the  man 
who  ran  against  the  worst  campaign  in 
modern  memory  and  still  couldn't  win 
more  than  43%  of  the  popular  vote. 

Ms.  Matalin's  account  of  the  Bush 
campaign's  buffoonery  is  painfully  pre- 
dictable and  drearily  detailed.  If  histo- 
rians want  to  know  how  close  the  near- 
est hair  stylist  was  to  Bush  headquar- 
ters this  is  the  book  they  will  turn  to. 

Mr.  Carville  writes,  when  he  first  met 
the  future  first  lady,  "I  thought,  'I'm 
going  to  respect  her  but  I'm  not  going 
to  fear  her.'  "  In  this  book,  he's  going 
to  suck  up  to  her — and  her  husband. 

Now  Mr.  Carville  counsels  at  the 
President's  side  while  potential  Re- 
publican presidential  candidates  court 
his  wife.  I'm  willing  to  take  bets:  The 
winner  in  1996  will  be  the  man  who 
steers  as  clear  of  these  two  as  possible. 
-Andrew  Ferguson, 
Wall  Street  Journal 

Frightening  Prospect 

The  IRS  threatened  and  intimidated 
Daniel  N.  Heller's  accountant  into 
turning  against  him .  The  accountant's 
testimony  for  the  prosecution  was 
eventually  shown  to  be  partly  bogus. 
But  it  worked:  Mr.  Heller  landed  in 
federal  prison  for  tax  evasion. 

Anyone  who  has  seen  the  hit  mov- 
ie In  the  Name  of  the  Father,  about 
the  false  prosecution  and  imprison- 
ment of  Northern  Irish  suspects  in 
London  in  the  1970s,  may  be  in- 
clined to  ask:  "Can  it  happen  here?" 
Don't  ask  Dan  Heller — unless  you 
have  time  for  an  earful. 
-Miami  Herald  editorial 

Playing  the  Fields 

I  dont  mind  the  countryside,  provid- 
ing it  is  sufficiently  luxurious.  I  don't 
like  the  kind  of  country  living  where 
you  have  to  help.  I  like  country  fix  ing 
where  there  is  help.  I  don't  own  a 
house  in  the  country.  I  think  that 
almost  everyone  now  owns  a  house  in 
the  country,  so  there  is  a  guest  short- 
age, and  I  feel  I  fill  that  need. 
-Fran  Lebowitz,  Splash  H 
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How  could  the  builder  get  an  injured  carpenter  back  on  the  job? 


The  Company  Wanted  Its  Worker  Back. 


Our  solution  was  a  comprehensive  Liberty  Mutual  program 


that  included  treadmills,  weights,  walking  exercises  / 

r 


and  on-site  work  hardening.  The  injured  worker  had 


the  added  benefit  of  a  team  focused  on  his  needs. 


We  Said  Take  A  Hike. 


So  he  quickly  came  back  to  full  duty. 


mm 


If  you'd  like  an  insurance  company  that  knows 


how  to  build  a  strong  business, 


talk  to  Liberty  Mutual 


LIBERTY 
MUTUAL 


r 
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B  \994  Libtny  Muluil  Iniurinci  Group/Be 


The  new  Pontiac®  Bonneville  has  been  enhanced  this  year 
give  you  an  even  quicker  return  on  your  investmen 
Heartened  by  a  vigorous  new 

EL  it  delivers  more  power  than  the  BMW  52 
and  more  torque  than  the  Lexus  GS  300.  It  is  asserth 
and  graceful.  Commanding  a  real  feel  for  the  road,  tl 


PONTIAC  CARES  with  a  3-year/36,000-mile  no-deductible  bumper-to-bumper  limited  warranty,  plus  free  24-hour  Roadside  Assistance  and  Court 


Bonneville  SE 


have'comes  through  with  the  control  of 

fici.\l!jRH!llf«f7!T      and  the  safety  of 
tion£es*  tne  Bonneville  is  still  almost  $15,000  less 
dityjMW  and  Lexus*  Once  you've  driven  one, 

I  er 

ex,ve  you'll  never  look  back.  For  complete 
"ion,  just  call  1  800  2PONTIAC 


,  the 

...all  standard.  Yet  in  a  world  of 


P  O  N  T  I  A  C 

BONNEVILLE 

WE  ARE  DRIVING  EXCITEMENT 


See  your  dealer  for  details.  *Based  on  MSRP  of  comparably  equipped  1994  BMW  525i  and  Lexus  GS  300  models.  Level  of  equipment  varies. 
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BAILEY,  BANKS  &  BIDDLE, 
CORRIGAN'S 


The  Swiss  Army®  Brand 
Chronograph,  all-steel 
Officer's™  and  Officer's™ 
Two-Tone  share  the  same 
heritage,  and  it  shows.  They 
look  distinguished,  but  they're 
tough  as  nails. 

Water-resistant  to  330  feet, 
they  perform  their  tasks  with 
split-second  Swiss  quartz 
precision  accuracy.  With 
tritium  hands  and  markers 
for  night.  Bold  easy-to-read 
numerals  for  day.  And  hard-' 
ened  mineral  crystals  to 
resist  hard  knocks. 

These  watches  are  built  to 
capture  time.  With  a  history 
that  reaches  back  100  years, 
they're  tooled  to  last. 

SWISS 

mr 
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Commentary 

on  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Chairman 


CLINTON'S  "NEW"  TAIWAN  POLICY 


Ever  since  the  U.S.  concluded  in  1979  that  the  one 
China  it  would  recognize  was  the  mainland  and  not  our 
longtime  friends  in  Taiwan,  we  have  pursued  a  Taiwan 
policy  designed  primarily  to  avoid  offending  the  People's 
Republic  of  China  (PRC).  Congress,  however,  wisely 
passed  the  Taiwan  Relations  Act,  which,  despite  some 
ambiguities,  made  clear  that  we  would  have  a  hybrid, 
"unofficial"  relationship  with  Taiwan.  Later,  a  1982  com- 
munique emphasized  that  the  U.S.  would  maintain  a  mil- 
itary relationship  with  Taiwan  but  would  do  nothing  that 
would  strengthen  Taiwan.  Indeed,  the  brightest  spot  in 
this  dismal  picture  over  the  years  was  the  Bush  Adminis- 
tration's agreement  approving  the  sale  of  advanced  U.S. 
fighter  planes  to  Taiwan. 

None  of  these  positions  satisfied  either  the  PRC  or 
Taiwan.  PRC  representatives  have  regularly  hectored  vis- 
itors from  the  U.S.,  trumpeting  China's  opposition  even 
to  a  U.S. -Taiwan  dialogue.  However,  the  PRC  was 
pleased  when  we  helped  strengthen  its  defenses  against  a 
then-Soviet  threat  along  its  immense  border. 

Giving  Short  Shrift 

Meanwhile,  Taiwan  is  becoming  increasingly  democrat- 
ic. Its  economy  is  thriving,  and  Taiwan  holds  the  second- 
largest  amount  of  foreign  reserves.  (It  is  also  the  second- 
largest  foreign  investor  in  mainland  China.)  Taiwan  is  our 
sixth-largest  trading  partner,  and  the  U.S.  is  its  largest 
trading  partner  and  investor.  Taiwan  is  awarding  many 
contracts  to  U.S.  companies  for  help  in  the  reconstruc- 
tion of  its  infrastructure,  and  it  is  eager  to  purchase  mili- 
tary equipment  and  goods  from  us. 

Unfortunately,  we  have  displayed  great  indifference  to 
this  close,  strong  friend.  We  have  forbidden  any  U.S.  offi- 
cial higher  than  a  deputy  assistant  secretary  to  visit 
Taiwan,  and  any  Taiwanese  officials  coming  to  the  U.S. 
have  had  to  meet  high-ranking  American  officials  unof- 
ficially-and  not  in  government  buildings.  I  had  to  meet 
their  highest  military  officials  at  a  country  club,  a  loca- 
tion insisted  upon  by  our  State  Department.  This  absur- 
dity reached  its  zenith  when  Taiwan's  President  Lee 
Teng-Hui  was  not  even  permitted  to  leave  his  airplane, 
except  to  go  to  a  visitors'  lounge,  during  a  refueling  stop 
in  Hawaii.  President  Lee  would  not  even  be  allowed  to 
go  to  Cornell-his  own  university-to  get  an  honorary  de- 


gree. It  is  hard  to  see  why  Taiwan  stays  friendly. 

None  of  this  nonsense  is  pursued  by  other  major  coun- 
tries. More  than  90  top  officials  from  Europe  and  Asia  have 
visited  Taiwan  in  the  last  three  years  and  have  succeeded  in 
promoting  lucrative  trade  between  their  countries-and  all 
still  maintain  relations  with  the  PRC.  Clearly,  none  of  our 
cold-shouldering  of  Taiwan  has  improved  our  relationship 
with  the  PRC  or  affected  its  atrocious  human  rights  record. 

Same  Old  New  Thing 

With  great  fanfare  the  Clinton  Administration  has  now 
unveiled  a  very  slight  "refinement"  to  our  existing  Taiwan 
policy  Although  the  one-China  policy  will  remain  in 
effect,  we  will  maintain  "unofficial  commercial,  cultural 
and  other  contacts  with  the  people  of  Taiwan,"  according 
to  Assistant  Secretary  of  State  Winston  Lord.  This  is  what 
we  are  already  doing.  Apparently,  some  "senior  officials" 
will  now  be  able  to  have  contact  with  Taiwanese  coun- 
terparts and  may  even  be  allowed  to  visit  Taiwan  if  they 
have  economic,  commercial  or  technical  portfolios.  Mr. 
Lord  said  the  meetings  would  be  "economic  and  techni- 
cal" but  would,  of  course,  still  be  unofficial.  Whether  our 
Cabinet  officers  in  these  fields  can  visit  Taiwan  is  not  clear. 

Lord  did  say,  though,  that  the  "top  leadership"  of  the 
U.S.  not  from  economic  or  technical  agencies  still  would 
not  be  allowed  to  visit  Taiwan,  nor  would  Taiwan's  top 
leaders  be  permitted  to  visit  here.  Any  "unofficial"  meet- 
ings that  do  take  place  will  still  have  to  be  held  outside 
the  State  Department.  If  this  sounds  familiar,  it  is  because 
it  is  what  we  do  now. 

The  new  policy  also  states  that  we  will  support 
Taiwan's  entry  into  GATT  and  the  World  Trade  Organi- 
zation, but  we  have  already  been  doing  that.  Senator 
Hank  Brown  (R-Colo.)  called  the  new  Taiwan  policy 
"another  foreign  policy  blunder  by  the  Clinton  Admin- 
istration" because  we  are  still  treating  one  of  our  closest 
allies  "worse  than  we  treat  North  Korea,  Cuba  or  Libya" 
(and,  one  might  add,  Haiti). 

The  U.S.  is  fortunate  that  Taiwan  has  been  willing  to 
overlook  much  of  this  stupidity  and  remains  a  close  friend. 
We  hope  this  partnership  will  continue  and  that  in  the 
future  our  ties  with  Taiwan  will  be  even  stronger.  The 
"new  Clinton  Taiwan  policy"  is,  typically,  a  feeble  effort 
that  is  essentially  useless.  H 
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I  WORK  THE  WAY  I  DO 


At  56,  Sumner  Redstone  stared  death  in  the  face. 
Somehow  reenergized,  he  bulled  his  way  from  being  just 
another  wealthy  man  to  a  media  magnate  on  a  level 
with  Rupert  Murdoch  and  Ted  Turner. 

Late 
bloomer 


By  Robert  Lenzner  and  Maria  Matzer 

IT'S  2  a.m.  in  Sumner  Redstone's  suite  on  the  32nd  floor  of 
Manhattan's  Carlyle  Hotel.  The  chairman  of  Viacom  Inc. 
dials  a  special  number  at  the  Dedham,  Mass.  headquarters 
of  National  Amusements  Inc.,  the  privately  held  Redstone 
family  company  that  controls  Viacom  and  through  it 
Paramount  Communications. 

What's  a  71 -year-old  billionaire  doing  up  so  late?  He 
doesn't  want  to  wait  until  tomorrow  to  find  out  how 
movies  fared  at  National  Amusements'  855  screens.  After 
punching  in  a  code,  he  lies  in  bed  for  up  to  two  hours 
listening  to  recorded  reports  on  the  evening's  box  office 
returns  district  by  district,  theater  by  theater,  movie  by 
movie.  "It  just  happens  to  be  so  much  in  my  blood  that  I 
do  it  even  when  I'm  on  vacation,"  says  Redstone. 

Redstone  isn't  just  counting  his  own  house.  National 
Amusements  gets  5%  of  all  the  theatrical  revenues  in  the 
U.S.,  so  he  multiplies  National's  gross  receipts  by  20  to 
estimate  gross  receipts  of  all  movies.  Thus  he  knows 
perhaps  as  soon  as  the  producers  themselves  know,  and 
almost  as  precisely,  what  the  public  is  lining  up  for.  These 
days  he  has  an  extra  reason  for  needing  to  know:  National 
Amusements  controls  Viacom,  which  early  this  year 
crushed  a  rival  bid  by  Barry  Diller  and  his  coalition  in  the 
$10  billion  takeover  of  Paramount  Communications.  This 
may  not  have  been  the  biggest  takeover  in  history,  but  it 
was  one  of  the  nastiest. 

Despite  the  late  hour,  Redstone  is  on  a  roll.  He  quickly 
figures  that  Paramount's  hit  movie  of  the  summer,  Forrest 
Gump,  has  already  produced  over  $270  million  at  the  box 
office,  becoming  the  largest-grossing  film  in  Paramount's 
histoiy.  Clear  and  Present  Danger,  another  Paramount 
release,  is  no  slouch,  either,  raking  in  $110  million  so  far. 
Redstone  grins.  What  was  that  about  overpaying  for 
Paramount? 

It  took  Redstone  longer  to  reach  the  pinnacle  than  it 
took  the  others.  Well  into  his  60s  Redstone  was  a  movie 
exhibitor,  wealthy  but  well  down  on  The  Forbes  Four 


Viacom  Chairman 
Sumner  Redstone 
Redstone  grins. 
What  was  that 
about  over 
paying  for 
Paramount? 


Hundred,  a  big  shot  in  his  native  Boston  but  hardly  a 
figure  on  the  national  or  Hollywood  scenes. 

Suddenly,  in  his  eighth  decade,  he  has  become  one  of 
the  world's  great  media  barons,  up  there  with  the  likes  of  I 
Rupert  Murdoch,  Ted  Turner  and  the  late  Steve  Ross. 

Relentlessly  and  passionately  (his  two  favorite  words),  | 
Redstone  has  pursued  his  goal  of  dominating  the  world- 
wide media  revolution,  using  Viacom's  unique  combina- 
tion of  film  and  television  production,  cable  networks, 
television  and  film  libraries,  video  and  music  stores,  theme 
parks,  motion  picture  theaters,  radio  and  television  sta- 
tions, and  a  giant  book  publishing  company. 

That's  not  enough. 

"My  goal  is  to  be  number  one,"  he  says.  "I  would  like  to 
be  number  one  in  anything  I  did.  I  don't  say  I  can  be.  I 
don't  say  I  should  be.  I'm  saying  I  would  like  to  be." 

He  doesn't  have  forever.  Redstone  will  turn  80  in  2003. 


4<i 
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"What  has  age  got  to  do  with  vision,  achievement, 
activity?"  Redstone  responds.  "Age  is  only  biological.1' 
He  brags  that  he  runs  3  miles  on  the  treadmill  every 
morning.  Although  a  small  paunch  betrays  his  age,  Red- 
stone is  remarkably  fit  and  full  of  controlled  vitality. 

How  is  he  going  to  be  number  one? 

"The  combination  of  Viacom  and  Paramount,  in  my 
view,  is  the  whole  essence  of  the  multimedia  revolution. 
We  have  created  a  software -driven  media  global  power- 
house. Our  mission  is  to  drive  that  software  to  every 
application  here  in  the  U.S.  and  to  every  region  on  the 
earth.  We're  going  to  do  it." 

For  Redstone,  software  is  king. 

Software,  he  says,  "is  not  just  motion  pictures.  It's  not 
just  television.  It's  books.  It's  magazines.  It's  toys.  It's 
games.  It's  videogames.  That's  why  we  have  a  creative 
factory  available  to  produce  more  software." 


No,  he  isn't  going  into  competition  with  Bill  Gates.  The 
kind  of  software  Redstone  is  talking  about  is  entertain- 
ment and  educational  properties.  He's  saying  that  Via- 
com's entertainment  brands  like  MTV  and  Nickelodeon 
have  universal  appeal.  It  doesn't  matter  how  they  reach 
their  audiences,  whether  on  the  big  screen  or  the  small 
screen  or  on  paper,  whether  via  satellite,  cable,  over  the  air 
or  on  the  printed  page.  He  means  to  influence  people's 
lives  whether  they  live  in  Peoria,  Patagonia  or  Paris, 
whether  in  Delhi,  Durban  or  Dalian. 

Technology  has  mad  e  the  dissemination  of  information 
and  entertainment  easy  and  relatively  cheap.  But  it  doesn't 
create  the  material  to  be  disseminated.  It  creates  only  an 
almost  insatiable  demand  for  that  kind  of  software.  This  in 
a  century  when  larger  and  larger  portions  of  the  human 
race  are  rising  above  the  subsistence  level  for  the  first  time 
and  can  afford  the  time  and  the  money  to  seek  relief  from 
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Sumner  Redstone 


their  humdrum  lives.  That's  what  the  Viacoms  of  this 
world  are  selling:  relief  from  boredom,  a  bit  of  excitement. 

From  Viacom  shares  alone,  Redstone  and  his  family  are 
worth  over  $3  billion.  His  855  movie  screens  and  invest- 
ment portfolio  could  add  another  $1  billion,  making 
Redstone  number  16  on  The  Forbes  Four  Hundred,  up 
from  316th  place  on  the  first  Four  Hundred  list,  in  1982. 

His  own  long  experience  has  convinced  Redstone  that 
the  software  is  much  more  important  than  the  hardware 
that  everyone  gets  excited  about. 

"No  distribution  system  is  critical  to  the  world.  About 
distribution  I  have  a  vision.  The  vision  is,  'Who  cares?'  " 

But  wait  a  minute.  Sumner  Redstone  does  care.  Movie 
houses  are  a  form  of  distribution,  and  movie  houses  are 
where  he  made  his  money.  Having  battled  endlessly  with 
Hollywood  over  the  terms  for  playing  its  product,  Red- 
stone realizes  that  there  are  times  when  the  supply  of 
movies  is  so  tight  that  the  distributor  has  the  upper  hand. 
So  it  helps  if  you  own  such  a  mass  of  software  that  no  one 
can  completely  squeeze  you  out.  Possessing  the  means  of 
distributing  the  software  also  enables  a  software  producer 
to  showcase  his  product — much  as  the  old  movie  studios 
once  owned  lavish  movie  palaces  for  this  purpose. 

In  plain  English,  Redstone  would  love  to  own  a  TV 
network.  He  is  building  one  just  as  Rupert  Murdoch  did 
with  Fox.  "We  are  getting  enough  stations  and  affiliates  to 
protect  ourselves,"  he  explains.  "We'll  have  over  70%  of 
the  country  by  the  time  the  network  starts  at  the  end  of  this 
year.  We  have  a  leg  up  because  Star  Trek  is  such  a  hot  item. 
Star  Trek  is  the  bait  that  brings  in  all  these  affiliates. 

"We  have  beaten  Time  Warner  to  the  fifth  network. 
They  realize  this.  That's  the  reason  they're  looking  into  a 
relationship  with  NBC." 

I But  NBC  is  for  sale  and  so  is  CBS.  Look  for  Redstone  to 
jump  into  the  bidding  at  some  point.  It  might  seem 
surprising  for  Viacom,  loaded  with  $10  billion  in  debt  and 
preferred  stock  from  the  Paramount  deal,  to  jump  into 
another  giant  deal  right  now.  But  no  one  who  knows 
Sumner  Redstone  really  expects  him  to  twiddle  his  thumbs 
when  the  bidding  for  CBS  and  NBC  gets  serious. 

Watch  the  Blockbuster  merger  deal.  Blockbuster  Enter- 
tainment Corp.,  the  nation's  largest  chain  of  retail  outlets 
for  movie,  music  and  game  videos,  has  agreed  to  merge 
with  Viacom  in  exchange  for  a  package  of  Viacom  A  and  B 
shares  worth  about  $7.4  billion.  Blockbuster  operates 
3,600  video  stores  and  more  than  500  music  outlets. 

What  has  a  chain  of  video  stores  got  to  do  with  buying  a 
network?  Lots.  "Completion  of  the  Blockbuster  deal," 
Redstone  says,  "allows  Viacom  financial  flexibility.  It  puts 
Viacom  in  a  position  to  do  things  that  will  further  its  place 
in  the  media  world.  We'll  be  opportunistic.  We'll  be 
rational.  We  would  have  an  interest  in  a  network,  but  we'll 
do  it  only  if  it  makes  sense." 

But  aren't  video  stores  doomed  by  new  technologies? 
"Blockbuster  isn't  going  to  lose  its  market  share  so  easily, 
if  ever,"  Redstone  says.  Blockbuster  also  owns  78%  of 
Spelling  Entertainment,  producer  of  Beverly  Hills  90210 
and  Melrose  Place,  as  well  as  50%  of  Discover/  Zone,  a 
chain  of  children's  play  centers. 

Viacom  with  Blockbuster  will  have  revenues  of  over  $  14 
billion,  only  $1  billion  behind  Time  Warner.  Viacom's 


revenues  are  growing  faster  than  Time  Warner's.  And  with 
Steve  Ross  dead,  Time  Warner  has  no  one  of  Sumner 
Redstone's  stature  running  it. 

It's  not  only  a  network  that  Redstone  hungers  for.  He 
originally  told  Forbes  he  had  no  interest  in  buying  a 
record  company.  But  now  he  wavers.  If  five  major  record 
companies  are  able  to  establish  their  own  captive  music 
television  channel,  then  he  wants  his  own  record  label. 

But  he  is  confident  the  Justice  Department  will  try  to 
block  Warner  Music,  Sony  Music,  PolyGram,  EMI  Music 
and  Bertelsmann  Music  Group  from  establishing  a  com- 
petitor to  MTV.  Lest  they  be  tempted,  the  shrewd  old 
lawyer  not  very  subtly  reminds  them:  He  calls  this  pro- 
posed joint  venture  "an  international  cartel  that  raises 
serious  antitrust  problems."  That's  a  threat  that  can't  be 
ignored  by  anyone  who  knows  Redstone's  litigation  skills. 

Redstone  strikes  some  people  as  extremely  litigious. 
Redstone  resents  the  label,  arguing  that  he  goes  to  court 
only  to  enforce  what  he  regards  as  his  rights.  Okay,  we 
won't  call  him  litigious,  but  when  this  brilliant  legal  mind 
sues  you,  you  know  you've  been  sued. 

Just  ask  John  Malone,  chairman  ofTCl.  Redstone  sued 
him  for  billions  last  year,  calling  him  a  bully-boy  monopo- 
list whose  accumulation  of  power  threatened  Viacom. 

"Malone,"  Redstone  says,  "had  the  power  to  seriously 
damage  some  of  our  programs.  When  you  control  so  much 
distribution  that  you  basically  can  determine  whether  a 
new  channel,  a  new  programming  idea,  will  fly  or  not,  that 
creates  access  problems  for  programmers  like  Viacom." 

Threatening  to  expose  Malone's  stranglehold  on  cable 
access  to  25%  of  U.S.  homes  got  Malone's  attention. 

It  helped  convince  the  tough  cable  magnate  to  try  to 

Forbes  400  ■  October  17,  1994 


Redstone  with  his 
wife,  Phyllis;  crooner 
Tony  Bennett;  and 
New  York  Mayor 
Rudolph  Giuliani 
"We  all  have  to 
die  someday.  But  I 
see  no  reason  to 
hasten  the  pro- 
cess. I  like  what 
I'm  doing  and  I 
want  to  stay 
around  as  long  as 
I  can.'' 


Frank  J.  Biondi  Jr., 
chief  executive 
officer  of  Viacom 
Heading  up  an 
impressive  man- 
agement team. 


settle  their  dispute  by  negotiating  a  deal  to  buy  Viacom's 
remaining  cable  systems  and  combine  their  cable  movie 
channels,  Showtime  and  Encore.  "I  told  John:  There's  a 
time  for  killing,  and  a  time  for  kissing,"  recalls  Redstone. 
"This  is  a  kissing  time.  Not  a  lolling  time." 

Malone  and  Redstone  are  hardly  on  kissing  terms,  but 
they  do  seem  to  be  working  out  a  modus  vivendi.  Resolu- 
tion waits  on  completion  of  the  Blockbuster  deal. 

In  1989  Redstone  sued  Time  Warner,  charging  that 
Showtime,  Viacom's  pay  cable  movie  channel,  was  being 
kept  off  the  air  in  major  urban  markets  to  the  benefit  of 
HBO,  Time  Warner's  cable  movie  channel.  "We  incurred 
the  wrath  of  the  cable  industry  at  the  time,"  Redstone 
explains,  "because  the  cable  industry  felt  that  they  would 
be  exposed  in  the  process  of  a  variety  of  anticompetitive 
practices  that  in  fact  existed." 

The  implied  threat  that  Redstone  would  loose  the 
politicians  and  courts  on  HBO's  dominant  position  got 
Time  Warner's  attention.  Time  settled,  paying  Viacom 
$75  million  in  cash,  $20  million  for  an  option  to  buy  an 
interest  in  Lifetime,  a  cable  channel,  the  purchase  of  a 
Milwaukee  cable  system  and  other  incremental  values  that 
brought  the  package  to  $300  million. 

On  occasion  Redstone  finds  himself  the  sued  rather 
than  suer.  Last  year  his  wife  of  47  years,  Phyllis,  sued  him 
!  for  divorce,  charging  cruel  and  abusive  behavior.  This  was 
the  second  time  since  1984  that  her  divorce  actions 
surfaced  and  were  quickly  scotched. 

The  emergence  of  Redstone  as  a  major  player  in  the 
entertainment  game  raises  a  basic  question:  Why  is  this 
|  once-fragmented  business  consolidating  into  a  few  strong 
outfits  like  News  Corp.,  Time  Warner,  Viacom?  In  good 
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part  because  the  business  has  become  international  and  is 
fast  escalating  in  scale.  With  the  rapid  development  of 
many  poor  countries,  the  potential  number  of  customers 
increases  at  a  heady  pace.  This  fall,  for  example,  Viacom 
will  introduce  MTV  to  China  and  India.  "We  have  laid  out 
in  the  minutest  detail  how  to  penetrate  every  country  in 
Asia,  even  down  to  prospective  affiliation  fees,"  says 
Redstone. 

To  some  people  MTV  is  crass,  tasteless  and  sex-drenched. 
Even  he  concedes:  "While  the  music  and  sensuality  are 
exciting,  it's  not  my  generation's  cup  of  tea."  But  that 
doesn't  prevent  him  from  self- righteously  wrapping  this 
sensuality  in  the  banner  of  freedom.  "MTV,"  says  Red- 
stone, "is  associated  with  the  forces  of  freedom  and 
democracy  around  the  world.  When  the  Berlin  Wall  came 
down,  there  were  East  German  guards  holding  MTV 
umbrellas.  MTV  is  on  the  cutting  edge.  It's  irreverent.  It's 
antiestablishment." 

Redstone  plans  to  milk  the  antiestablishment  mood  for 
all  it  is  worth,  transferring  many  of  the  images  to  clothing 
and  toys.  Already  we  have  Beavis  and  Butthead  boxer 
shorts  and  Nickelodeon's  Gak,  a  gooey  substance  based  on 
the  slime  that  gets  poured  over  the  heads  of  kids  on  the 
Nickelodeon  network. 

Nickelodeon  books  and  toys  and  games  will  be  added  to 
the  new  Nickelodeon  magazine.  Soon  there  will  be  Nick- 
elodeon merchandising  and  entertainment  centers  at  the 
five  Paramount  theme  parks,  situated  in  Toronto;  Char- 
lotte, N.C.;  Santa  Clara,  Calif;  Richmond,  Va.;  and 
Cincinnati,  Ohio. 

"We  are  coordinating  various  aspects  of  the  business  so 
each  takes  advantage  of  the  opportunities  offered  by  the 
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Sumner  Redstone 


Some  of  Viacom's  brand 
names.  "Our  mission," 
says  Redstone,  "is  to 
drive  that  software 
to  every  application 
here  in  the  U.S.  and  to 
every  region  on  the  earth. 


other,"  Redstone  says.  At  Boston's  Prudential  ( lenter  he  is 
planning  to  develop  a  multiplex  cinema,  a  Star  Trek 
restaurant  and  a  Viacom  studio  store  emulating  the  suc- 
cessful Warner  Bros,  studio  stores 

Taking  a  cue  from  other  consumer  goods  industries, 
V  iacom  and  its  peers  fragment  their  markets  to  create  new 
products.  Viacom  plans  experiments  with  separate  MTV 
channels  targeted  to  specific  tastes  like  rock,  grunge,  pop 
and  rap.  Redstone  calls  this  concept  "multiplexing MTV." 

Viacom  has  it  all  figured  out.  Children  age  2  to  15  are 
targeted  by  Nickelodeon;  1 2  to  25  by  MTV;  and  adults  over 
25  by  VH-1  and  Nick  at  Nite.  The  idea  is  to  hook  viewers 
at  an  early  age  and  build  enough  brand  awareness  to  keep 
them  for  life. 

Sumner  Redstone  claims  not  to  relish  the  attention  that 
being  a  media  magnate  brings  him.  This  hasn't  prevented 
him  from  doing  a  bit  of  image-polishing.  He's  increasingly 
relying  on  a  high  priced  press  agent,  Kenneth  Lerer.  As 
onetime  flack  for  Michael  Milken,  Lerer  scarcely  covered 
himself  in  glory,  but  Redstone  seems  to  have  great 
confidence  in  him.  At  one  interview  with  FORBES,  Red- 
stone insisted  Lerer  be  present.  From  time  to  time  Red 
stone  would  glance  at  him  as  if  to  say,  "How'm  I  doing?11 

More  than  vanity  is  involved.  Redstone  feels  he  nearly 
lost  the  Paramount  battle  to  Barry  Oilier  because  of 
Diller's  near-adulation  by  the  media.  "Oilier  sizzle11  is 
how  he  describes  the  media's  virtual  deification  of  Oilier 
during  the  battle.  "Oilier  was  a  party  of  one,11  Redstone- 
says.  "He  had  no  management  team  like  we  have  at 
Viacom.  And  all  he  cared  about  was  the  studio.  We  had  a 
vision  tor  the  whole  company.  I  do  believe  that  Oilier 
violated  every  principle  of  friendship,  loyalty  and  trust 
when  he  came  at  us  with  a  done  deal  with  QVC." 

Oilier,  of  course,  sees  it  differently.  "1  am  a  little  tired  of 
Mr.  Redstone's  overzealous  rhetoric.  The  loyalty  that  I 
owed  to  him  as  a  friend  was  to  inform  him  that  our  bid  was 
honest  and  serious.  Mr.  Redstone  loves  to  play  the  victim. 
Look  what  he  docs  when  he  sues  people.  It's  unbecoming 
for  someone  who  has  done  so  well  to  play  the  victim.11 

As  Oilier  well  knows,  Redstone  can  be  irritatingly 
overbearing  in  a  manner  that  sometimes  causes  him 
trouble.  It  makes  him  a  difficult  man  to  negotiate  with, 
unw  illing  to  leav  e  a  nickel  on  the  table  for  the  other  side. 
"Sumner  Redstone  cannot  bear  to  lose  at  anything,1'  says 
George  Abrams,  Redstone's  longtime  Boston  attorney. 

It's  no  accident  that  "relentless"  is  one  of  Redstone's 
favorite  words.  Faye  Stone,  a  director  at  Boston  Universi 
tv's  law  school  and  a  friend  since  childhood,  says,  "Sumner 


always  did  things  from  A  to  Z.  When  he  made  a  move,  he 
always  thought  of  all  the  pros  and  cons,  and  usualiv  had  a 
backup.11 

Robert  Evans,  the  glamorous  former  Paramount  studio 
boss  and  frequent  tennis  opponent  of  Redstone's,  says, 
"I've  played  with  every  tennis  pro  including  Jimmy 
Connors  and  John  McEnroe.  Sumner's  more  competitive. 
He  screams  and  argues  about  every  point.  He's  the  single 
most  competitive  tennis  player  I've  ever  seen.  And  this 
from  a  guy  who  has  to  strap  his  racket  to  a  glove" — 
because  of  his  old  burn  injury. 

It  is  that  burn  injury  that  may  as  much  as  anything 
account  for  the  sudden  surge  of  ambition  that  carried  this 
man  from  success  at  56  to  the  economic  pinnacle  at  71. 
"Great  successes,"  says  he,  "are  built  on  taking  the 
negatives  in  your  life,  the  challenges  and  the  frustrations, 
and  turning  them  around.  Taking  a  negative  and  turning  it 
into  a  positive.  Overcoming  hazard.  Overcoming  danger. 
Overcoming  catastrophe." 

The  catastrophe  in  Redstone's  life  happened  in  1979. 
Caught  in  a  hotel  room  when  part  of  Boston's  Copley 
Plaza  Hotel  went  up  in  flames,  he  survived  by  climbing  out 
a  window  and  hanging  precariously  from  a  third-story 
ledge.  Only  a  person  with  a  tremendous  will  could  have 
clung  as  long  as  he  did.  He  was  rescued  with  burns  that 
would  have  killed  a  lot  of  people  and  required  lengthy  and 
painful  skin  grafting  operations  that  other  men  might  not 
have  survived.  He  recalls:  "When  I  got  out  of  the  fire  I 
couldn't  lift  a  piece  of  paper.  The  pain  was  beyond  belief! 
In  those  days  they  didn't  have  artificial  skin.  They  had  to 
take  the  skin  off  the  rest  of  your  body.  It  was  horror." 

And  out  of  that  horror?  "I  think  I  was  always  driven 
before,  but  out  of  that  fire  came  most  of  the  exciting  things 
I  have  ever  done." 

Oepressed  about  his  injuries  and  bored  with  the  movie 
exhibition  business,  Sumner  Redstone  began  looking  for 
ways  to  spend  the  rest  of  the  life  that  he  had  almost  lost.  As 
an  investor  he  began  dabbling  in  the  stocks  of  an  industry 
that  he  knew  best:  movies.  He  made  a  number  of  killings 
using  National  Amusements'  cash  and  borrowing  power 
to  buy  minority  positions  in  publicly  owned  movie  studios 
(see  following  story) .  But  he  was  still  a  minority  investor, 
n<  >t  an  owner. 

Then,  in  1986 — when  he  was  63 — Redstone  began 
accumulating  shares  of  Viacom,  a  fairly  sleepy  contender 
in  the  cable  industry.  "I  knew  nothing  about  cable, 
nothing  about  music  networks  or  programming,  either. 
But  I  went  around  asking  everyone  questions  until  I  got 
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the  answers,"  he  says.  Now  he  was  ready  to  become  a 
player  in  entertainment  software  rather  than  just  a  movie 
house  owner  and  stock  speculator.  He  launched  a  hostile, 
highly  leveraged  takeover  for  Viacom.  Redstone  admits  he 
was  frightened  because  he  was  risking  the  family's  asset 
base.  In  effect,  he  was  betting  the  ranch. 

"National  had  only  250  screens  at  the  time — if  we 
borrowed  $10  million  it  was  a  major  event.  Here  we 
borrowed  $240  million.  If  anything  happened  it  would 
have  taken  a  long  time  to  dig  out  a  chain  of  250  screens 
from  hundreds  of  millions  in  debt,1'  Redstone  recalls. 

When  the  deal  was  done,  Viacom  had  a  debt  and 
preferred  stock  of  $2.8  billion,  as  against  shareholder 
equity  of  $613  million.  But  Viacom  also  had  some  assets 
that  didn't  count  for  much  on  the  balance  sheet. 

"When  we  acquired  Viacom,  my  friends  were  telling  me 
that  MTV  was  a  fad.  Nickelodeon  was  making  maybe  $10 
million.  Think  about  that.  Who  could  have  predicted  that 
in  1994  [these  two  TV  channels]  may  have  260  million 
households  around  the  world?" 

Redstone  got  lucky  when  a  desperate-for-cash  Robert 
Maxwell  sold  Viacom  his  50%  interest  in  MTV  Europe,  just 
weeks  before  he  drowned,  in  1990,  in  a  deal  involving  just 
$62  million  in  Viacom  B  shares.  "Thank  God  Maxwell 
needed  the  cash.  Otherwise,  we  would  have  been  tied  up  in 
lawsuits  and  bankruptcy  proceedings  for  years,"  Redstone 
says.  Today  MTV  Europe  has  more  household  viewers  than 
MTV  U.S.  and  gets  half  of  all  the  cable  and  satellite 
advertising  revenues  in  Western  Europe.  Now  100% 
"  owned  by  Viacom,  it  is  probably  worth  between  $800 
million  and  $1  billion. 

For  all  this,  Redstone  does  not  have  it  made.  He  and  his 
team  will  have  to  take  Paramount,  which  has  made  little 
money  until  recently,  and  make  it  a  first-rank  studio  by 
stepping  up  its  production  from  last  year's  12  films  by  a 
considerable  amount.  Whereas  the  old  Paramount  fi- 
nanced all  its  own  movies,  Redstone  plans  to  bring  in 
outside  money.  "From  now  on  70%  of  the  financing  for 


each  film  will  come  from  sources  outside  the  studio,"  he 
says.  "We  will  make  cheaper  movies  under  other  Viacom 
brand  names  like  MTV  generation  pictures  and  Nickelode- 
on Films  for  children." 

Redstone  claims  he  runs  a  company  that  is  far  more 
relaxed  and  open  than  other  big  media  companies.  "We 
don't  have  any  private  kingdoms  here.  We  have  absolute 
open  communication.  The  people  feel  free  to  drop  in  on 
each  other  and  talk.  They're  not  afraid,"  he  says.  When 
pressed  about  why  he  fired  Simon  &  Schuster's  celebrity 
boss  Richard  Synder,  Redstone  answers  that  Synder, 
however  able,  was  not  a  team  player. 

Redstone  has  assembled  an  impressive  team.  Frank 
Biondi  Ir.,  Viacom's  49-year-old  president  and  chief 
executive,  was  once  president  of  HBO  and  a  top  executive  at 
Coca-Cola's  entertainment  division.  Other  top  aides  in- 
clude Thomas  Dooley,  executive  vice  president  of  finance; 
Thomas  Freston,  chairman  of  MTV  Networks;  Geraldine 
Laybourne,  president  of  Nickelodeon;  Philippe  Dauman, 
executive  vice  president  of  administration. 

He  seeks  consensus  from  his  management  team.  But,  in 
terms  of  ownership,  there  is  only  one  boss.  Through 
National  Amusements  Redstone  controls  62%  of  Viacom. 
National  Amusements  is  two-thirds  owned  by  Redstone, 
with  the  rest  of  the  stock  in  trusts  for  his  daughter,  Shari, 
who  is  vice  president  of  National  Amusements,  and  his 
son,  Brent,  who  is  an  attorney  in  Denver  and  a  director  of 
Viacom  and  National  Amusements. 

No  matter  how  fit,  no  matter  how  strong  the  will, 
septuagenarians  are  on  borrowed  time.  If  Redstone  goes 
suddenly,  is  that  the  end  ofViacom?  Not  necessarily.  In  his 
estate  planning  Redstone  has  provided  that  on  his  death 
one  alternative  plan  is  for  National  Amusements  to  go 
public.  Assuming  estate  taxes  were  to  consume  half  his 
wealth,  the  heirs  could  raise  the  money  by  selling  roughly 
half  of  National  Amusements  to  the  public  (nonvoting 
stock)  and  still  control  both  the  parent  and  Viacom.  Says 
Redstone:  "We've  given  a  lot  of  thought  to  preserving  the 
life  of  this  company  well  beyond  my  life." 

But  don't  be  surprised  if  Redstone  is  still  going  strong  at 
80  and  moves  even  further  up  on  The  Forbes  Four 
Hundred.  With  the  same  stubbornness  that  kept  him  alive 
when  he  was  badly  burned  and  clinging  to  that  ledge,  he 
guards  his  health  and  his  vitality.  His  lunch  sometimes  is  a 
bowl  of  hot  Irish  oatmeal,  and  besides  jogging  he  walks 
instead  of  driving  whenever  he  can.  "We  all  have  to  die 
someday,"  he  says.  "But  I  see  no  reason  to  hasten  the 
process.  I  like  what  I'm  doing  and  I  want  to  stay  around  as 
long  as  I  can."  H 
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Whether  studying  Greek  poetry,  working  on  breaking  the  Japanese 
naval  code  or  clobbering  his  daughter  at  tennis, 
Sumner  Redstone  is  obsessive  about  coming  out  on  top. 

Winning  is 
the  only  thing 


By  Maria  Matzer  and  Robert  Lenzner 

Sumner  Redstone  was  born  poor  in 
1923  and  lived  in  a  Boston  tenement 
that  lacked  a  bathroom,  the  family 
becoming  modestly  prosperous  as  the 
years  passed. 

His  father,  Michael  Redstone 
(born  Max  Rohtstein),  started  selling 
newspapers  on  the  streets  of  Boston, 
became  a  salesman  of  linoleum  and 
eventually  broke  into  the  nightclub 
business,  buying  Boston's  Latin 
Quarter  from  Lou  Walters,  father  of 
Barbara  Walters.  Michael  Redstone 
also  opened  the  third  drive-in  theater 


in  the  U.S.,  on  New  York's  Long 
Island,  and  expanded  this  into  a  small 
chain  of  drive-ins  that  flourished  in 
the  early  years  after  World  War  II. 

Like  a  lot  of  bright  Boston  boys 
who  lacked  family  connections, 
Sumner  Redstone  was  accepted  at 
Boston  Latin  School,  the  oldest  and 
possibly  toughest  public  school  in 
the  country.  He  headed  the  school 
debating  team  and  won  all  the  aca- 
demic prizes  for  his  class. 

He  entered  Harvard  at  1 7  with  the 
class  of  '44  but  finished  in  i List  2xh 


years,  meanwhile  becoming  fluent  in 
Japanese  and  proficient  in  Latin, 
French  and  German.  Professor  Edwin 
Reischauer,  the  Japanese  scholar  who 
later  became  ambassador  to  Japan, 
selected  Redstone  to  join  him  in  an 
elite  Army  code-cracking  team  during 
World  War  II. 

"I  became  part  of  the  group  that 
broke  the  Japanese  military  and  diplo- 
matic codes,"  Redstone  proudly  re- 
calls. A  fellow  code-breaker  later  re- 
called of  him:  "Bulky,  quite  unmili- 
tary,  wearing  a  sly  smile,  friendly  to 


Viacom  Inc.'s 
Sumner  Redstone 
receiving  an  honorary 
Doctor  of  Laws 
from  Boston 
University  in  May 
"He  was  not 
given  to  self- 
puffery,"  re- 
called an  early 
acquaintance, 
"but  he  was 
skillful  with 
anecdotes  that 
managed  to 
drop  names." 
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Sumner  Redstone 


Shari  Redstone, 
vice  president 
of  National 
Amusements 
"My  father  is 
aggressive  in  the 
finest  sense." 


everyone  rather  than  friends  with  any- 
one, detached  but  not  withdrawn.  He 
was  not  given  to  self-puffery,  but  he 
was  skillful  with  anecdotes  that  man- 
aged to  drop  names." 

"It  was  exciting,  a  great  taste  of 
life,"  Redstone  recalls.  After  the  war 
he  entered  Harvard  Law  School  and 
married  Phyllis  Raphael  in  1947,  the 
year  he  graduated.  They  remain  mar- 
ried, although  not  always  harmoni- 
ously (see  previous  story). 

Although  he  later  became  one  of 
the  richest  men  in  the  U.S.,  money 
did  not  seem  to  be  the  main  thing 
motivating  him.  There  was  too  much 
else  in  life.  But  realizing  he  needed  at 
least  a  little  capital,  he  used  a  preferen- 
tial arrangement  offered  veterans  to 
buy  piles  of  military  surplus  cheap, 
screwdrivers  and  the  like,  and  sold 
them  for  a  $10,000  profit.  In  today's 
money  that's  over  $80,000  and  a  nice 
nest  egg  for  a  man  not  yet  30,  but  he 
wasn't  interested  in  just  buying  things 
and  selling  them. 

Archibald  Cox,  who  later  became 
special  Watergate  prosecutor,  was  one 
of  his  law  professors  and  arranged  a 
clerkship  in  the  U.S.  Court  of  Appeals 
in  San  Francisco  (salary,  $43  a  week). 
From  1948  to  1951  he  served  as 
special  assistant  to  U.S.  Attorney 
General  Tom  C.  Clark  in  Washing- 
ton, where  he  handled  more  than  50 
tax  litigations.  In  1951,  at  the  age  of 
28,  he  became  a  partner  in  the  Wash- 


ington law  firm  of  Ford,  Bergson, 
Adams,  Borkland  &  Redstone. 

But  he  soon  grew  restless.  "When  I 
found  out  I  wasn't  going  to  make  the 
world  better  by  being  a  lawyer,  I 
decided  I  wanted  to  be  in  business  for 
myself,"  Redstone  says.  So  in  1954, 
when  he  was  31 ,  he  abandoned  law  to 
go  into  business.  His  knowledge  of 
the  law  and  his  feel  for  it  remained 
with  him  and  became  a  key  ingredient 
in  his  subsequent  success. 

Redstone  joined  his  father  and  his 
younger  brother  Edward  in  the  fami- 
ly's chain  of  12  drive-ins  in  the  North- 
east. A  lawyer  was  exactly  what  the 
business  needed. 

National  Amusements  Inc.,  then 
called  Redstone  Management,  was  a 
David  fighting  the  Goliaths  who  con- 
trolled the  film  business.  Redstone 
sued  the  studios  to  have  access  to  first- 
run  Hollywood  films.  Eventually  he 
won  the  right  to  get  them. 

"We  had  to  be  combative.  These 
companies  were  predators  and  didn't 
want  us  to  get  first- run  product,"  he 
recalls. 

With  Sumner  gradually  taking 
over,  the  chain  grew  from  59  screens 
in  1964  to  129  in  1974.  He  was  nowa 
wealthy  man,  respected  in  the  motion 
picture  industry  and  in  his  native  Mas- 
sachusetts, but  scarcely  a  national  fig- 
ure. A  lifelong  liberal  Democrat,  in 
1972  Redstone  was  cochairman  of 
Senator  Edmund  Muskie's  presiden- 


tial campaign.  He  became  a  close 
friend  and  supporter  of  Senator  Ed- 
ward M.  Kennedy. 

A  shrewd  investor,  Redstone  start- 
ed buying  stock  in  Twentieth  Century 
Fox  in  1977  because  he  was  impressed 
with  Star  Wars;  he  bought  Fox  at  an 
average  price  of  $8  per  share  and  sold 
it  for  $60,  making  at  least  $20  million 
when  he  sold  his  5%  stake  during 
Marvin  Davis'  bid  for  Fox  in  1981 . 

In  1980  he  began  accumulating 
10%  of  Columbia  Pictures  stock, 
which  was  bought  out  by  Coca-Cola 
for  a  $25  million  profit  in  1982.  He 
made  about  $15  million  selling  his 
mgm/ua  stock  to  Kirk  Kerkorian, 
who  bought  mgm's  home  entertain- 
ment division  in  1985. 

In  1981  Redstone  decided  to  sue 
Disney's  Buena  Vista  Distribution 
Co.,  charging  illegal  "blind  bid- 
ding," whereby  exhibitors  were 
forced  to  bid  on  certain  films  sight 
unseen.  Disney  settled  by  making  a 
large  cash  donation  to  Massachusetts 
General  Hospital. 

His  capital  growing,  Redstone  next 
took  a  5%  position  in  Loews  Corp., 
whose  mastermind,  Laurence  Tisch, 
was  a  close  friend.  The  stock  quadru- 
pled, and  he  still  owns  880,000 
shares,  worth  about  $80  million. 

One  more  stock  market  coup  was 
to  come:  Steve  Ross,  the  late  Time 
Warner  boss,  told  him  about  Williams 
Industries  as  a  play  on  videogames  in 
1983.  Redstone  has  accumulated  5.9 
million  shares  for  a  24%  interest.  "I 
think  their  slot  machines  will  expand 
with  general  acceptance  of  the  gam- 
bling business,"  he  says. 

With  his  purchase  of  Viacom  in 
1987,  Sumner  Redstone,  at  63,  had 
finally  become  a  national  figure.  At  an 
age  when  most  people  are  slowing 
down,  Redstone,  as  the  preceding 
story  shows,  is  revving  up  for  the  next 
stage  in  his  career. 

His  40-year-old  divorced  daugh- 
ter, Shari,  mother  of  three,  has  taken 
over-  as  his  number  two  at  National 
Amusements.  Sumner  usually  clob- 
bers her  on  the  tennis  court,  but  one 
day  recently  she  won.  Shari  smiles 
when  she  recalls  his  pouting  reaction: 
"I  said,  'Dad,  doesn't  it  make  you  feel 
good  that  here  I  am,  your  daughter, 
and  we  played  tennis  together,  and  I 
did  really  well?'  He  looked  at  me  and 
said,  'No,  it  doesn't.'  "  M 


48 


Forbes  400  ■  October  17,  1994 


THE  EAGLE  VISION  TSi 

NO  MATTER  WHAT  WE  SAY,  NOTHING  MATTERS 
UNTIL  YOU  ACTUALLY  GET  IN  AND  DRIVE  THIS 
CAR.  UNTIL  THEN,  WORDS  LIKE  24-VALVE  214 
HORSEPOWER   ENGINE,  FULLY  INDEPENDENT 
SUSPENSION,  SPEED-SENSITIVE  VARIABLE- 
ASSIST  POWER  STEERING,  POWER  FOUR-WHEEL 


ANTI-LOCK  BRAKES,  AND  OPTIONAL  LOW-SPEED 
TRACTION  CONTROL  CAN  ONLY  HEIGHTEN  YOUR 
EXPECTATIONS.  TRY  IT  FOR  YOURSELF,  AND  THE 
PROTECTION  OF  EAGLE  VISION'S  DRIVER  AND 
PASSENGER  AIR  BAGS/  THE  COMFORT  OF  ITS 
AUTOMATIC  TEMPERATURE  CONTROL  SYSTEM, 
AND  THE   SOUND  OF  AN   OPTIONAL  ELEVEN- 


PEAKER  SPATIAL  IMAGING"  AUDIO  SYSTEM  WILL 
ECOME  SOMETHING  MORE  THAN  A  MATTER  OF 
3NJECTURE.  WHICH  IS  WHY  WE  CREATEDTHE 
AGLE  TEST  DRIVE.  A  SYSTEMATIC  EVALUATION 
ESIGNED  TO  DEMONSTRATE  THE  CUTTING-EDGE 
ECHNOLOGY  CHRYSLER  CORPORATION  PUTS 
J  TO  EVERY  EAGLE.  ON  THE  NEXT  PAGE,  YOU'LL 


FIND  A  HANDY  GUIDE.  JUST  TAKE   IT  TO  YOUR 
EAGLE  DEALER  AND   GIVE   VISION  YOUR  OWN 
REAL-WORLD  TEST.  THEN   ASK  YOURSELF 


THE  ONLY  QUESTION  THAT  REALLY 
MATTERS:  DID  WE  PASS  THE  TEST? 


THE  EAGLE  TEST  DRIVE 

'Always  wear  your  .seat  belt. 


WITH  THIS. 

WHEN  YOU  VISIT  YOUR  EAGLE  DEALER,  WE  INVITE  YOU  TO  TAKE  THIS  EVALUATION 
FORM  TO  USE  AS  YOUR  GUIDE  FOR  TESTING  THE  EAGLE  VISION  FEATURE-BY-FEATURE. 
AFTER  YOU'VE  COMPLETED  THE  TEST  DRIVE,  WE  SUGGEST  THAT  YOU  RECORD  YOUR 
IMPRESSIONS,  RATING  EACH  OF  THE  FOLLOWING  TEST  CRITERIA. 


RATE  1  (LOWEST)  TO  5  (HIGHEST) 


EXTERIOR  APPEARANCE 


□  1.  Design  &  Color 

□  2.  Door  Entry/Exit 


SAFETY/SECURITY  FEATURES 


□  3.  Air  Bags* 

□  4.  Alarm  System 

□  5.  Child  Protection 


ROAD  PERFORMANCE 


□  6.  Steering 

□  7.  Cornering 

□  8.  Acceleration  From  Stop 

□  9.  Highway  Merging/Passing 

□  10.  Braking 

□  11.  Riding  Comfort 


INTERIOR  ACCOMMODATION 


□  12.  Instruments/Visibility 

□  13.  Seating  Support  &  Comfort 

□  14.  Roominess 

□  15.  Climate  Control 

□  16.  Audio  System 

□  17.  Cargo  Space 


CUSTOMER  ONE  ©  CARE 


□  18. 3/36  Bumper-to-Bumper  Protection 


OTHER  (YOUR  PERSONAL  CHOICE) 


record  your  impression  OF  1  OR  2  OTHER 

ITEMS  THAT  CAUGHT  YOUR  ATTENTION  DURING 
THE  TEST  DRIVE  (EXAMPLE! THE  CONVENIENCE 
OF  EASY  ACCESS  CONTROLS  FOR  WINDOWS, 
MIRRORS,  AND  POWER  DOOR  LOCKS  AT  THE 
DRIVER'S  LEFT.) 

□  19.  

□  20  


1.  Vision's  revolutionary  cab-forward  design  brings  the  edge  of  the  windshield 
down  and  forward  and  moves  all  four  wheels  toward  the  corners-improving  both 
handling  and  roominess  while  establishing  a  world-renowned  design  aesthetic 
(see  your  dealer  for  color  selections). 

2.  Easy-opening  flush  door  handles  and  wide-opening  aircraft-style  doors  make 
getting  in  and  out  a  delight. 

3.  Please  don't  try  them  out,  but  notice  that  driver  and  front  passenger  air  bags*  are 
standard  on  every  Vision,  as  are  side-guard  door  beams  and  designed-in  crumple  zones. 

4.  Ask  for  a  demonstration  of  the  optional  vehicle  theft  alarm  system  that,  when  the 
vehicle  is  tampered  with,  will  flash  headlamps  and  taillamps,  sound  the  horn,  and 
disable  the  engine  temporarily. 

5.  Vision  offers  an  optional  integrated  child  safety  seat  that  replaces  the  center  rear 
armrest  and  is  designed  for  children  weighing  20  to  60  pounds. 

6.  Speed-sensitive  variable-assist  power  rack-and-pinion  steering  (standard  TSi; 
optional  ESi)  makes  turning  easier  in  tight  parking  spots  and  firmer  at  highway  speeds. 

7.  A  rigid  unibody  reduces  structural  bending  while  the  fully  independent  suspension 
utilizes  front  and  rear  stabilizer  bars  to  control  body  roll  through  the  turns. 

8.  Both  the  standard  3.5  litre  engine  on  TSi  and  the  3.3  litre  engine  on  ESi  (214 
and  161  horsepower,  respectively)  exhibit  smooth  off-the-line  performance.  On  slippery 
surfaces,  optional  traction  control  (TSi  only)  limits  wheel  spin  up  to  25  mph. 

9.  Sophisticated  sequential  multi-point  fuel  injection  and  active-tuned  air  induction 
(3.5  litre)  contribute  to  instant  response  for  passing  at  highway  speeds. 

10.  Standard  four-wheel  disc  brakes  with  ventilated  front  rotors  provide  smooth 
stops.  Anti-lock  brakes  (standard  TSi;  optional  ESi)  give  you  greater  steering  control 
to  help  avoid  obstacles  during  a  quick  stop. 

11.  Cab-forward's  wheels-to-the-corners  design  results  in  a  naturally  smoother  ride. 
Thanks  to  the  suspension's  generous  wheel  travel,  engineers  were  able  to  tighten  ride 
and  handling  properties  while  minimizing  harshness. 

12.  Steering,  shifting,  and  other  operating  controls  are  designed  and  placed  right 
where  you  need  them.  Sight  lines  are  clear  to  instruments  and  side  mirrors,  as  well  as 
to  traffic  due  to  narrow  front  roof  pillars. 

13.  Front  bucket  seats  offer  infinitely  adjustable  recliners,  driver  lumbar  adjustment, 
and  8.6  inches  of  seat  travel.  Front  seat  belts  are  height-adjustable  and  belt  buckles 
travel  with  the  seat  for  proper  fit  and  comfort. 

14.  Cab-forward  helps  give  Vision  an  exceptionally  roomy  interior  with  generous 
legroom  and  shoulder  room  for  three  rear  seat  passengers. 

15.  Big  rotary  controls  operate  a  powerful  ventilation  system  with  rear  seat  direc- 
tional outlets.  An  automatic  temperature  control  system  (standard  TSi;  optional  ESi) 
lets  you  set  and  maintain  the  temperature  you  select  for  the  cabin.  Solar-control  wind- 
shield and  rear  window  glass  fight  heat  build-up. 

16.  Audio  includes  the  standard  6-speaker  stereo  AM/FM  cassette,  or  an  optional 
11-speaker  Spatial  Imaging  "  Sound  System  with  120-watt  amp,  5-band  graphic 
equalizer,  and  your  choice  of  cassette  or  compact  disc  player. 

17.  Better  access  to  16.6  cu.  ft.  of  usable  trunk  space  comes  by  way  of  a  decklid 
design  that  lowers  the  liftover  height,  making  packages  much  easier  to  load. 

18.  Every  new  1995  Eagle  Vision  comes  with  our  Customer  One  Care,  including  3-year/ 
36,000-mile  bumper-to-bumper  vehicle  protection  and  24-hour  roadside  assistance." 


•Always  wear  your  seat  belt.   '*  See  limited  warranty  at  dealer.  3/36  excludes  normal  maintenance  and  wear  items.  Roadside  assistance  provided  by  Cross  Country  Motor  Club,  Inc., 

and  in  California  by  Cross  Country  Motor  Club  of  California,  Inc. 


DEALERSHIP  NAME 


VEHICLE  TESTED 

PRICE  AS  TESTED  $ 

CONDUCTED  WITH 

DATE 

notes: 

FOR  MORE  INFORMATION  OR  AN  APPOINTMENT  TO  TEST- DRIVE  EAGLE  VISION,  PLEASE  CALL! 

1-800-2-TEST-EAGLE 


Litho  in  U.S.A.  6/94 


Members  and  near-members  of  The  Four  Hundred  have  kept  alive  a 
worthy  project  abandoned  by  a  Congress  obsessed  with  seeming  to 
save  money.  But  to  stay  alive,  the  project  needs  broader  support. 

The  Forbes 

Four  Hundred 

and  the  little 
green  men 


By  Julie  Pitta 

"The  day  the  project  was  canceled, 
we  ran  out  and  bought  ten  copies  of 
The  Forbes  Four  Hundred,"  recalls 
Thomas  Pierson,  executive  director  of 
the  seti  (Search  for  Extraterrestrial 
Intelligence)  Institute.  "We  armed 
ourselves  to  the  teeth."  Pierson  need- 
ed new  sponsors  for  his  quest  for 
extraterrestrial  intelligence.  Fast.  The 
federal  pipeline  had  been  shut  off. 

Rich  people  do  a  lot  of  grandiose 
things  with  their  money.  They  open 
art  museums.  They  endow  hospital 
pavilions.  They  build  college  gymna- 
siums. Why  not  ask  them  to  fund  a 
search  for  extraterrestrials? 

A  year  ago  a  somewhat  economy- 
minded  Congress,  looking  for  things 
to  cut  that  wouldn't  cost  votes, 
abruptly  ended  federal  financing  for 
an  et  search  that  had  gotten  off  the 
ground  only  12  months  earlier. 

On  Oct.  12, 1992,  five  centuries  to 
the  day  after  Columbus  landed  in  the  HHSH 
New  World,  scientists  had  pointed 
two  giant  antennas — one  in  California's  Mojave  Desert 
and  the  other  in  Arecibo,  Puerto  Rico — at  the  sky.  They 
were  hoping  to  pick  up  signals  of  intelligent  origin  in  the 
vast  random  flood  of  electromagnetic  radiation  that  pours 
in  from  outer  space,  signals  that  might  reveal  the  existence 
of  a  civilization  beyond  our  solar  system. 


Parkes,  Australia  radio  telescope 
Is  anybody  out  there? 


The  search  was  not  so  far  from 
NASA's  mission,  and  the  $12.3  million 
requested  to  fund  it  was  scarcely  a  blip 
in  the  federal  budget.  But  the  line 
item  could  not  withstand  the  inevita- 
ble sarcasm  on  the  Senate  floor  about 
looking  for  intelligence  in  the  heavens 
when  there  was  so  litde  to  be  found 
nearby. 

At  first  the  scientists  were  despon- 
dent. NASA  had  devoted  two  decades 
to  designing  and  building  receivers 
sensitive  enough  to  detect  faint  sig- 
nals of  intelligence  from  many  light- 
years  away.  Another  ten  years  was  to 
be  spent  on  the  search  itself.  Astro- 
physicists at  the  seti  Institute,  a 
skimpily  funded  nonprofit  organiza- 
tion in  Mountain  View,  Calif.,  signed 
on  as  advisers  to  NASA  in  the  early 
1980s  as  the  project  seemed  to  pick 
up  speed.  Their  leader  was  Frank 
Drake,  64,  cofounder  and  president 
of  the  SETI  Institute  and  a  well-known 
astrophysicist  at  the  University  of  Cal- 
ifornia, Santa  Cruz.  Drake  has  been  at  this  more  than  three 
decades.  Back  in  1960  he  pointed  an  85 -foot  antenna  in 
West  Virginia  at  two  stars  and  picked  up  signals  that 
showed  tantalizing,  if  faint,  signs  of  intelligence.  Drake's 
hopes  were  soon  dashed.  The  waves  were  emissions  from  a 
military  communications  test. 
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Life  beyond  Earth? 


Drake  did  not  give  up  the  search.  He  tried  a  dozen  small 
searches  on  his  own,  and  some  40  other  unsuccessful 
attempts  were  made  by  others.  NASA's  was  to  be  by  far  the 
most  sophisticated  ever  attempted.  And,  the  ET  crowd 
feared,  perhaps  the  last  real  shot:  It  wouldn't  be  long 
before  there  would  be  too  much  Earth-generated  noise 
from  satellite  communications  and  other  sources  for 
anything  to  be  picked  out  from  distant  space  even  by  the 
NASA  equipment. 

News  of  the  Senate's  decision  to  cancel  the  NASA  money 
rippled  through  the  modest  offices  of  the  SETI  Institute  in 
September  1993.  "It  seemed  unbelievable,"  recalls  Jill 
Tarter,  the  institute's  chief  scientist.  Here  was  a  Congress 
lavishing  billions  of  dollars  on  pork  and  wasteful  projects, 
yet  it  was  unwilling  to  spend  a  relative  pittance  on  the 
pursuit  of  serious  knowledge.  "All  it  took  was  a  few  foolish 
words  from  a  senator.  .  .  .  Little  green  men  are  so  easy  to 
poke  fun  at,"  laments  Tarter. 

"We  decided  we  couldn't  let  it  die,"  Tarter  says.  They 
would  do  with  their  institute  what  is  being  done  all  around 
the  world  with  other  ventures:  They  would  privatize. 

First,  the  priceless  receivers.  "Rather  than  put  them  in  a 
warehouse,  NASA  decided  to  lend  them  to  the  one  organi- 
zation that  can  put  them  to  use,"  explains  longtime  SETI 
Institute  board  member  and  University  of  California, 
Berkeley  scientist  William  Welch. 

Drake  figured  that  the  private  organization  could  per- 
form the  search  far  more  efficiently  than  the  notoriously 
bureaucratic  NASA.  He  scrapped  a  particularly  expensive 
part  of  NASA's  plan — a  random  scan  of  the  heavens — and 
proposed  a  targeted  search  of  specific  stars  with  the 
greatest  probability  of  being  orbited  by  habitable  planets. 

But  it  was  still  going  to  take  a  lot  of  dough  to  spruce  up 
the  equipment  ($4.3  million)  and  operate  it  ($3  million 
a  year). 

As  they  scanned  their  copies  of  The  Forbes  Four 
Hundred  for  potential  patrons,  the  scientists  figured  their 
brethren  in  the  computer  industry  might  be  a  sympathetic 
audience.  After  all,  it  was  digital  technology  that  was 
making  much  of  the  search  possible. 

Here  was  the  sales  pitch.  There  are  hundreds  of  billions 
of  stars  in  our  galaxy.  If  just  one  in  a  thousand  is  circled  by  a 
habitable  planet,  there  must  be  hundreds  of  millions  of 
these  planets.  If  one  in  a  thousand  habitable  planets 
experienced  the  chance  combination  of  molecules  and 
energy  to  create  life,  then  there  is  life  on  hundreds  of 
thousands  of  planets. 

The  fundraisers  did  not  continue  this  line  of  reasoning, 
but  presumably  they  could  have,  concluding  that  if  just 
one  in  a  thousand  of  these  living  planets  evolved  as  Earth 
did,  then  somewhere  out  there  well-intentioned  scientific 
projects  are  at  this  very  moment  being  held  hostage  to 
primitive  politics. 

No  matter.  The  SETI  Institute  realized  it  had  a  secret 
weapon.  This  was  Bernard  Oliver,  Hewlett-Packard's  first 
research  and  development  vice  president  and  a  former 
Stanford  University  student  along  with  hp's  two  billion- 
aire founders.  Oliver  took  a  leave  of  absence  from  HP  in  the 
early  1970s  to  work  with  NASA  on  a  receiving  system  for  use 
in  the  search,  and  after  retirement  he  joined  the  institute  as 
a  volunteer.  Drake  figured  a  donation  from  William 
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Frank  Drake  (left),  Bernard  Oliver 
Intel's  Gordon  Moore  expressed  their 
mission  best:  "I  can  hardly  think  of  a  more 
profound  question  to  ask  than,  'Are  we 
alone  in  the  universe?'  " 
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INTO  AN  AIRF 
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If  you're  looking  to  bring  a  municipal  bond  to  market,  there's  no  longer  a  simple  course  to  follow.  As  the  industry 
evolves  and  needs  change,  finding  new  solutions  and  responding  quickly  are  the  keys  to  serving  clients  better. 

At  AMBAC,  our  business  is  organized  to  do  just  that.  We  have  a  dedicated  group  of  people  who  carefully  monitor  new 
bond  structures  as  they  evolve,  preparing  standards  of  insurability  at  an  early  stage,  so  we  can  respond  promptly. 

When  it  comes  to  new  structures  and  innovative  issues,  our  proactive  approach  gives  us  the  flexibility  and  knowledge 


[POINTED, 

rHAT  FLEW, 

3RT  FUNDED, 

A  BOND  INSURED, 

IE  WHO  NEVER  STOP 

JG  FOR  NEWAPPRCWCHES; 

required  to  provide  a  quick  and  informed  response.  And  our  Aaa/AAA/AAA  ratings  mean  investors  can  feel  confident  when  they 
purchase  any  security  guaranteed  by  AMBAC.  In  the  future,  we'll  continue  to  lead  the  market  in  finding  creative  solutions  to  the 
challenge  of  issuing  municipal  bonds.  If  you're  looking  for  new  apptwi,  hes  lei  \  1  !BA(  .  show  J^t/ff^f^^M 
///••  way.  <  '.all  Tom  Dorsey  Senior  \  ice  President,  Public  Finance  I  Underwriting,  2  12/208-544  /.  mmmmmb 

YOU    HAVE    OUR    WORD    ON  IT 

One  State  Street  Plaza,  New  York,  New  York  10004;  (212)  668-0340 


Life  beyond  Earth? 


Arecibo's  1,000-foot  r 

Hewlett  and  David  Packard,  if  he    Search  cost:  $3  mil 
could  get  it,  would  amount  to  an  HH 
endorsement  from  Silicon  Valley's 
most  distinguished  entrepreneurs. 

The  scientists  trooped  over  to  Hewlett's  and  Packard's 
offices,  bracing  for  a  tough  sell.  The  hour-long  meeting 
was  peppered  with  probing  questions.  The  scientists  got 
up  to  depart,  somewhat  disappointed  that  they  had  re- 
ceived no  commitment,  when  Hewlett  and  Packard  called 
them  back:  Each  was  in  for  $1  million.  And  Packard  later 
agreed  to  write  letters  of  introduction  to  other  Silicon 
Valley  millionaires. 

Oliver  then  called  on  another  longtime  acquaintance, 
Gordon  Moore,  Intel  cofounder  and  chairman.  Says 
Moore,  "I  can  hardly  think  of  a  more  profound  question 
to  ask  than,  'Are  we  alone  in  the  universe?'  "  He  came  in 
for  $1  million. 

Somebody  remembered  that  crisp  fall  morning  when 
the  scientists  started  their  aborted  search:  They  spotted 
Paul  Allen,  billionaire  Microsoft  cofounder  and  Forbes 
Four  Hundred  mainstay,  among  the  dozens  of  space 
enthusiasts  present  in  the  Mojave  Desert  to  witness  the 
occasion.  Oliver  sweet-talked  Allen's  secretary  into  inking 
Oliver's  name  and  phone  number  into  a  slot  on  Allen's 
date  book.  Allen  pledged  $1  million. 

Other  billionaires  proved  less  interested.  Ted  Turner 
wrote  a  nice  letter  explaining  that  he  and  Jane  [Fonda] 
were  concentrating  on  environmental  concerns.  Rupert 
Murdoch  was  too  busy. 


io  telescope 

in  a  year.  Drake  and  his  associates  moved 

further  down  the  list  of  rich  Ameri- 
cans. They  pinpointed  a  couple  of 
Forbes  Four  Hundred  could-have-beens.  One  was  Lotus 
Development  Corp.  founder  Mitchell  Kapor,  who  gave  up 
too  much  of  his  company  too  soon  to  make  The  Forbes 
Four  Hundred  but  is  not  exactly  a  pauper.  The  brilliant  but 
unpredictable  Kapor  surprised  the  scientists  by  being  so 
well -versed  on  the  project's  history  that  a  briefing  was 
unnecessary.  He  pledged  on  the  spot. 

All  told,  the  big  visionaries  have  pledged  $7.5  million, 
enough  to  get  the  receivers  in  gear  and  to  carry  out  the  first 
major  six-month  observing  campaign. 

But  now  the  institute  must  look  elsewhere  for  its 
operating  nut.  The  truly  rich  are  limited  in  number,  and 
many  of  them  are  committed  to  other  public  benefactions. 
Money  is,  however,  trickling  in.  A  sixth-grade  class  in 
Kennebunk,  Me.  sent  a  $100  check.  An  American  expatri- 
ate in  Japan  who  admires  Drake  is  looking  for  donors 
there.  Alas,  says  Drake,  "philanthropy  is  a  new  concept  in 
Japan." 

In  January  1995  the  search  will  resume — at  least  for  six 
months — at  one  of  the  world's  largest  radio  telescopes,  in 
Parkes,  Australia.  The  search  for  donors  goes  on.  Even  if 
you  aren't  on  The  Forbes  Four  Hundred  but  want  to  help, 
write  to  Thomas  Pierson,  executive  director,  the 
SETI  Institute,  2035  Landings  Drive,  Mountain  View, 
Calif.  94043.  Or  telephone  415-961-6633;  fax: 
415-961-7099.  Hi 
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A  chance  encounter  on  a  soccer  field  turned  a  couple 
of  superachievers  into  two  of  the  richest  men 
in  the  country— and  helped  a  lot  of  ailing  people. 

An  odd 
couple 


By  Brigid  McMenamin 


Peter  Nicholas  and  John  Abele 
were  watching  their  kids  play  soccer 
and  they  struck  up  a  conversation. 
Although  the  two  had  never  met,  they 
soon  found  they  had  several  things  in 
common:  They  were  both  sons  of 
World  War  II  submarine  command- 
ers, and  both  were  unhappy  about 
their  careers. 

Nicholas,  an  ambitious  Wharton 
M.B.A.,  had  recendy  left  Eli  Lilly  to 
join  a  smaller  outfit,  only  to  realize 
that  what  he  really  wanted  was  to  run 
his  own  company.  Abele's  situation 
was  almost  the  opposite.  The  small 
medical  device  company  he  had 
founded  and  ran  was  up  for  sale  by  its 
big  company  owner.  He  wanted  nei- 


ther to  work  for  someone  else  nor  run 
his  own  company — administration 
just  wasn't  his  thing,  technology  was. 
"One  has  to  look  at  one's  strengths 
and  weaknesses,"  he  says.  "I  think 
there  was  rather  an  instant  kindling  of 
kindred  spirits.'" 

Within  15  years  this  chance  meet- 
ing had  blossomed  into  a  $1  billion 
fortune.  Between  them,  Abele  and 
Nicholas  own  67%  of  Watertown- 
based  Boston  Scientific  Corp.,  a 
hugely  profitable  maker  of  medical 
devices. 

Peter  Michael  Nicholas  was  the  sec- 
ond son  of  a  highly  decorated  World 
War  II  submarine  commander.  His 
Greek-American  family  was  full  of 


Boston  Scientific 
founders 
Peter  Nicholas 
(left)  and 
John  Abele 
The  marriage  of 
capitalism 
and  science. 


strivers.  Peter's  elder  brother,  Prince- 
ton graduate  Nicholas  J.  Nicholas, 
was  president  of  Time  Inc.,  and  co- 
chief  of  Time  Warner  before  being 
ousted  after  the  merger  with  Warner. 

Peter  Nicholas  went  to  Duke, 
where  he  met  Ruth  Virginia  Lilly,  a 
pretty,  hazel-eyed  blonde  debutante, 
pharmaceutical  magnate  Eli  Lilly's 
great-great-granddaughter.  After 
graduating  from  Wharton  in  1968, 
Peter  Nicholas  went  to  work  for  her 
great-great-grandpa's  company. 

Abele  was  another  superachiever. 
He  majored  in  philosophy  and  physics 
at  Amherst,  then  took  a  job  back 
home,  near  Boston,  selling  lighting 
fixtures.  He  figured  that  pushing 
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doorbells  was  a  good  way  to  over- 
come a  congenital  shyness. 

One  of  his  early  calls  was  on  a 
medical  device  firm,  Advanced  In- 
struments, Inc.,  and  Abele  had  found 
his  calling.  Here  were  people  saving 
lives,  not  turning  on  lights.  He  was 
soon  selling  something  called  an  os- 
mometer, which  measures  dissolved 
solids  in  water.  He  wrote  "The  Physi- 
cal Background  to  Freezing  Point 
Osmometry  and  its  Medical -Biologi- 
cal Applications'"  for  the  American 
Journal  of  Medical  Electronics  in 
1963.  "I  .  .  .  basically  created  the 
market  for  this  device,"  says  Abele.  By 
the  early  1970s  Nicholas  was  running 
Lilly's  Scandinavian  operation. 


But  despite  these  promising  starts, 
neither  of  these  superachievers  was 
content.  "I  had  zero  control,"  says 
Nicholas  of  Eli  Lilly.  Abele  wasn't 
happy  at  Advanced  Instruments.  He 
wanted  to  run  his  own  company. 

Nicholas  quit  Lilly  and  tried  work- 
ing for  a  smaller  company  but  was 
equally  dissatisfied  there. 

Back  in  1968  Abele  had  met  Itzak 
Bentov,  inventor  of  a  steerable  cathe- 
ter that  could  be  inserted  into  a  little 
hole  and  used  to  do  delicate  surgery. 
Abele  persuaded  Cooper  Laborato- 
ries to  back  him  in  exploiting  the 
device.  But  the  venture  never  went 
very  far  because  Abele  didn't  have  the 
guts  to  borrow  money.  By  the  time  he 


and  Nicholas  had  their  chance  meet- 
ing, Cooper  had  Medi-Tech,  Inc.  on 
the  block. 

That  meeting  convinced  both  men 
that  their  talents  and  personalities 
were  almost  perfectly  complemen- 
tary. "He's  more  interested  in  the 
deal  and  the  structure,"  says  Abele. 
"I'm  more  interested  in  the  vision,  if 
you  will,  what  could  happen,  what 
might  become." 

Boston  Scientific  was  born.  Nicho- 
las persuaded  some  Boston  bankers  to 
finance  a  leveraged  buyout  of  the 
Medi-Tech  business;  the  bank  put  up 
$500,000.  The  following  year  the 
partners  scraped  up  another 
$300,000.  "We  hocked  ourselves  to 


Forbes  400  ■  October  17,  1994 


59 


Boston  Scientific 


the  limit,"  says  Abcle. 

Boston  Scientific  started  with  cath- 
eters for  gall  bladder  surgery  and  soon 
branched  out,  selling  catheter- based 
devices  for  heart,  vascular,  respira- 
tory, gastrointestinal  and  urological 
problems  under  different  names. 
Abele's  catheters  allowed  doctors  to 
do  dozens  of  procedures  through  lit 
tie,  quick-healing  incisions,  eliminat- 
ing costlier,  riskier,  far  more  painful 
intrusions,  including  major  surgery. 

By  1983  sales  were  $16  million  and 
Boston  Scientific's  capital  was  severe- 
ly strained.  "'The  company  always  had 
just  a  voracious  appetite  for  cash," 
says  Nicholas.  That  same  year  he  and 
Abele  sold  Abbott  Laboratories  20% 
of  the  company  in  return  for  an  infu- 
sion of  $21  million  over  four  years. 

One  reason  they  needed  the  money 
was  the  long  lead  time  between  a 
product's  development  and  its  mar- 
ketability. It  takes  several  iterations  to 
develop  a  new  device.  "You  make  a 
little,  try  a  little,"  explains  Nicholas. 
The  doctors  trying  it  suggest  im- 
provements or  new  uses,  and  you 
bring  them  another  version  to  try. 

Then  there  is  the  foot-dragging  by 
the  Food  &  Drug  Administration  on 
medical  device  approvals,  which 
could  once  be  gotten  in  a  relatively 
hassle-free  six  months  but  were  now 
stretching  into  difficult  years,  like 
most  everything  else  the  FDA  touches 
(Forbes,  Nov.  22,  1993).  "The  gov- 
ernment has  become  so  involved  in 
the  prescription  of  this  iterative  tech- 
nology that  they've  killed  it,"  grouses 
Nicholas. 

One  of  the  few  ways  to  speed  things 
up  is  to  prove  the  new  device  is  so  very 
much  like  an  old  one  that  it  can  qualify 
for  a  510(k)  exemption,  which  means 
you  don't  have  to  jump  through  as 
many  hoops  for  nearly  as  long. 

Boston  Scientific  eventually 
learned  how  to  structure  510(k)  ex- 
emptions with  the  broadest  possible 
labeling  so  it  wouldn't  have  to  start 
over  again  with  each  iteration.  "They 
get  more  new  products  out  per 
510(k)  than  any  other  company — 
piggyback,"  says  Piper,  Jaffray  analyst 
Thomas  Gunderson,  admiringly. 

But  in  the  years  Abele  and  Nicholas 
were  struggling  against  bureaucratic 
roadblocks,  revenue  was  lagging  ex- 
penses. In  1988  Boston  Scientific  lost 
$900,000  on  sales  of  nearly  $100 


Boston  Scientific  devices  for  cleaning  arteries 
Saving  time,  money  and  lives. 


million.  The  following  year  it  reclassi- 
fied $17.2  million  worth  of  debt. 
Around  the  same  time,  Nicholas  and 
Abele  granted  lenders  a  $17.2  million 
lien  against  their  own  investment  real 
estate.  Nicholas  also  put  mortgages 
totaling  $4.5  million  on  his  home. 

Having  learned  how  to  break  Food 
&  Drug  Administration  gridlock, 
Boston  Scientific  was  back  in  the 
black,  earning  $23.5  million  on  sales 
of  $159  million.  In  1991  it  earned 
$42  million  on  sales  of  $230  million. 

Now  came  another  crisis.  The  Ab- 
bott deal  had  given  the  pharmaceuti- 
cal giant  the  right  either  to  buy  the 
whole  company  at  a  valuation  based 
on  average  1990  and  1991  earnings, 
times  an  undisclosed  multiple,  or  to 
put  its  20%  back  in  the  company  at  the 
same  valuation.  The  valuation  came  in 
at  just  under  $1  billion.  Rather  than 
pay  $800  million  for  Abele  and  Nich- 
olas' 80%,  Abbott  decided  to  sell. 
Nicholas  and  Abele  raised  the  needed 
cash  by  selling  24%  of  the  company  to 
the  public  for  $440  million. 

In  1993  the  company  earned  nearly 
$70  million  on  sales  of  $380  million. 

Today  Boston  Scientific  has  fac- 
tories in  Indiana,  Massachusetts, 
France,  Denmark,  Japan,  Ireland  and 
the  U.K.,  and  sells  all  over  the  world. 

It  is  constantly  producing  fresh 


a  products.  A  recent  one  is  esophageal 
%  stents.  Certain  patients  with  cancer  of 
'i  the  esophagus  can  face  a  particularly 
harrowing  ordeal:  operation  after  op- 
eration cutting  them  wide  open  to 
clear  the  repeatedly  blocked  esopha- 
gus of  advancing  cancer  so  the  patient 
doesn't  starve  to  death  before  the 
cancer  kills  him.  Not  a  nice  prospect. 
The  stent  is  a  strong,  superelastic 
titanium  alloy  tube  that  you  insert, 
thus  keeping  the  esophagus  open 
against  the  cancer  growing  around  it. 
The  patient  suffers  only  one  operation 
instead  of  several. 

Good  partners  Abele  and  Nicholas 
are,  peas  in  a  pod  they  aren't.  "We 
have  elected  to  be  professional  col- 
leagues and  not  try  to  enforce  a  social 
complement  to  that  relationship," 
says  Nicholas.  "We  have  different 
lives,  different  interests.  And  I  sup- 
pose at  the  end  of  the  day,  different 
aspirations  for  our  families  and  our- 
selves outside  the  company." 

Business  always  turned  Peter  Nich- 
olas on.  He  married  a  woman  from  a 
prominent  family  who  shared  his  pas- 
sion for  business  and  real  estate  in- 
vestment. Ruth  Virginia  Nicholas  ran 
and  co-owned  a  small  business  for  a 
time,  a  Concord,  Mass.  food  shop. 
Peter  Nicholas'  three  adult  children 
share  their  parents'  interest:  One  son 
works  for  a  health  care  company  while 
the  other  is  earning  an  M.B.A.  (Their 
only  daughter  is  just  out  of  college.) 

John  Abele  was  always  far  more 
interested  in  exploring  new  technol- 
ogy than  in  making  money.  He  likes 
to  mention  that  his  wife  is  descended 
from  the  first  American  saint,  Eliza- 
beth Ann  Seton.  John  and  Mary 
Abele  sdll  live  in  the  same  suburban 
house  where  they  reared  three  chil- 
dren. The  kids  are  interested  in  art, 
not  business. 

So  Nicholas  goes  on  happily  run- 
ning a  company  while  Abele  hobnobs 
with  scientists  and  works  closely  with 
doctors  saving  lives  with  his  catheters. 

Nicholas  is  saddened  that  some 
people  criticize  him  for  making  so 
much  money  off  health  care  products. 
They  can't  get  it  through  their  narrow 
skulls  that  if  Boston  Scientific  weren't 
highly  profitable  it  wouldn't  be  able 
to  develop  products  like  those  esoph- 
ageal stents.  Certainly  the  FDA  isn't 
going  to  develop  them.  Neither  is 
Hillary  Clinton.  ■■ 
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Like  other  people,  wealthy  Americans  often  enjoy 
cooking  for  themselves.  But  why  the  popularity  of  pasta? 

Recipes  of  the 
rich  and  famous 


By  Reed  Martin 

This  year,  in  addition  to  the  usual 
intrusive  questions  about  bank  ac- 
counts, personal  holding  companies 
and  art  collections,  Forbes  reporters 
asked  members  of  The  Forbes  Four 
Hundred  what  they  cook  for  them- 
selves when  there's  nobody  around  to 
do  it  for  them.  Among  our  findings, 
pasta  came  up  with  surprising  regular- 
ity. "I  make  spaghetti  for  my  kids 
unless  I  can  get  rice  on  sale,"  reported 
Cabletron  cofounder  Craig  Benson, 
worth  almost  $500  million.  "If  it's 
not,  that's  okay:  Pasta  fills  them  up 
faster  anyway."  Benson  says  he  pre- 
fers generic,  supermarket- 
brand  tomato  sauce.  "But 
if  it's  too  expensive,  I'll  use 
ketchup  and  water." 

Host  Marriott  Chairman 
Richard  Marriott  is  another 
admitted  spaghetti  freak. 
"I  can  eat  it  six  days  a  week 
if  necessary,"  says  55 -year- 
old  Marriott,  who  is  the 
brother  of  Bill  Marriott, 
chairman  of  Marriott  Inter- 
national. "Not  spinach  pas- 
ta, just  regular  old  spaghet- 
ti." But  Marriott,  who 
years  ago  was  a  grill  cook  at 
one  of  his  parents'  Marriott 
Hot  Shoppes,  is  more  seri- 
ous than  Benson  is  about 
what  he  puts  on  his  noo- 
dles. "I'll  use  Paul  New- 
man's, but  what  I  really  like 
is  my  mother's  secret  meat 
sauce  recipe.  It's  got  orega- 
no,  garlic,  tomatoes  and  all 
kinds  of  herbs  and  spices.  I 
don't  exactly  know  what's 
in  it  because  it's  a  secret. 
She    still    makes   it  and 


freezes  it  in  little  cups  for  me.  I  take  it 
home,  unfreeze  it  in  the  microwave 
and  throw  it  on." 

Multibillionaire  Larry  Ellison,  co- 
founder  of  Oracle  Systems,  likes  pas- 
ta, too,  but  more  as  a  complement 
than  a  main  attraction.  Ellison:  "I 
make  grilled  salmon  served  over 
spaghettini  with  diced  tomatoes  and 
chopped  basil.  Everything  has  to  be 
fresh,  of  course." 

One  of  the  more  serious  cooks  we 
came  across,  George  Mead,  chairman 
of  Consolidated  Papers,  likes  to  saute 
veal  chops  with  olive  oil.  He  begins  by 


Stuart  Robert  Levine  in  his  kitchen 
"I  don't  use  any  MSG." 


covering  the  surface  of  the  frying  pan 
with  white  wine.  "Then  you  mix  the 
wine  with  some  low-fat  yogurt  to 
make  a  light  sauce,"  he  says.  "Some- 
times I'll  use  a  little  basil  or,  more 
likely,  rosemary.  If  I'm  grilling  the 
chops,  I  marinate  them  in  white 
wine."  Mead  also  grills  salmon,  mari- 
nating it  in  olive  oil,  lemon,  salt, 
pepper  and  a  little  garlic. 

Most  members  of  The  Four  Hun- 
dred seem  to  watch  their  diets  pretty 
closely — what's  the  point  of  having 
money  if  you  can't  enjoy  it? 

Unlike  his  pasta-loving  partner 
Craig  Benson,  Cabletron  cofounder 
Stuart  Robert  Levine  says  his  tastes 
run  to  more  ambitious  dishes  like 
barbecued  shrimp  teriyaki  with  vege- 
tables and  teriyaki  sauce.  "I  don't  use 
any  MSG,"  says  Levine.  "If  I've  got  a 
special  friend  coming  over,  I'll  also 
make  pea  pods  and  bean  sprouts  with 
sliced  oranges  added  in  for  flavor." 

"The  lady  I  live  with  is  my  fish 
cook,"  says  Russell  Solomon  of  Tow- 
er Records.  "The  fish  is  usually  mari- 
nated in  lemon  juice,  nonfat  salad 
dressings,  orange  juice,  mangoes  or 
anything  else  you've  got.  Then  it's 
broiled,  barbecued  or  baked,  but  nev- 
er fried." 

Don't  imagine  that  all 
wealthy  Americans  have 
forsaken  red  meat  and  cho- 
lesterol. Harold  Simmons, 
founder  of  Dallas'  Valhi, 
Inc.,  likes  thick  steaks,  bar- 
becued. "I  don't  have  any 
secret,"  he  says.  "I  just  get 
the  fire  hot  and  cook  it 
fast."  Chimes  in  McGraw- 
Hill  President  Terry 
McGraw:  "I  can  make  pan- 
cakes better  than  anybody. 
The  trick  is  to  use  a  little  bit 
of  extra  salt." 

Nor  should  you  think 
that  all  Four  Hundred 
members  spend  time  over 
hot  stoves.  "I'm  a  peanut- 
butter-and-jelly,  blt  kind 
of  guy,"  acknowledges 
Bloomberg  Financial  Mar- 
kets founder  Michael 
Bloomberg,  52,  who  got 
divorced  last  year.  "In  fact, 
I  never  cook.  I  eat  at  [New 
York's]  '21'  a  couple  times 
a  week."  His  favorite  dish 
there:  Senegalese  soup.  H 
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TIME 


1  know  what  tunc  is,"  said  Augustine  ol 
Hippo.  (5th  century  philosopher).  "But  it 
someone  asks  me,  I  cannot  tell  them." 

The  meanings  of  time  boggle  the  mind. 
Personal  and  global  Abstract  and  concrete. 
A  picosecond  and  eternity.  A  lifetime. 

The  precipices  of  Monument  Valley  arc- 
said  to  be  "time  worn."  And  yet  any  earthy 
geological  era  is  but  a  blink  in  the  time 
frame  of  the  universe. 


As  a  species  we  are  obsessed  by  marking 
and  measuring  time 

It  is  why  Stonehenge  was  built,  it  is  what 
consumes  the  brain  of  our  most  brilliant 
astrophysicist.  (And  should  he  prove  that  in 
the  black  holes  of  space,  time  travels  back 
wards. ..what  then?) 

Time  is  our  most  precious  commodity. 
Perhaps  this  is  why  the  making  ot  a  fine 
watch  is  said  to  be  a  "time-honored'  craft. 


Concord  Steeplechase™ 
se  and  bracelet  are  sculpted 
om  solid  stainless  steel  and 
18K  gold  Swiss  quart:. 
Wuter  resistant  to  99  ft. 
Invitingly  priced 


Available  at 

EIMAN  MARCUS 


Watchn  idkorti  Since  190b 

b     W     I     b  b 


THE  CORUM  WATCH. 
A  UNIQUE  PERSPECTIVE  ON  TIME. 


Corum  has  always  been  faithful  to 
its  creative  impulse.  To  the  con- 
stant, endless  search  for 

beauty  and  invention. 
Each  Corum 
watch  starts  life  as 
a  symbol,  a  story 
or  an  idea.  A 
concept  in  time. 
For  example,  the 
Corum  Gold  Coin 
Watch  captures 
ill  the  pride  of  the 
American  pioneer  spirit  and  the  power  of  a  national 
symbol.  A  magnificent  authentic  "Double  Eagle" 
U.S.  $20  gold  piece,  first  minted  in  1848  at  the  begin- 
ning of  the  California  gold  rush,  is  carefully  sliced  in 
half,  an  ultra-flat  Swiss 


CORUM 
"DOUBLE  EAGLE" 
U.S.  $20  GOLD  COIN 
WATCH 


movement  cush- 
ioned inside. 

Corum's 
Automatic  100  is 
powered  by  a  flat, 
intricate  mechanism 
with  a  remarkable 
100-hour  power 
reserve.  In  a  tribute  to 
the  tine  art  of  engraving 
that  once  flourished,  the  clia 
features  a  hand-turned  stripe  motif 


CORUM 
RESERVE 
AUTOMATIC  100 
WATCH 


called  "flinque".  A  scroll  details  each  strap  holder. 

Shape  is  the  key  to  its  singular  style  of  the 
Corum  Quadratus  Watch,  its  hours  inscribed  around 
a  square,  a  distinctive  "Clou  de  Paris"  design  traced 
on  the  dial  by  the  skilled  hand  of  the  engraver. 

While  design  is  paramount  at  Corum,  the  preci- 
sion  of  our  timepieces  is  assured  by  the  care  we  take 
in  craftsmanship.  It  is  one  of  our  invi- 
olable rules  that  every  movement 
be  made  and  assembled 
in  our  own  work- 
shops. We 
believe  it 
is  the  only  way 
to  guarantee 
the  quality 
of  our  time- 
pieces. 
The 
product  of 
imagination 
realized  through  the 
painstaking  application  of  the  watchmaker's  art,  each 
hand  crafted  Corum  watch  proudly  bears  the 
"stamp"  of  its  actual  watchmaker.  And  each  model 
is  produced  in  limited  numbers  -  a  testament  to  its 
originality  and  its  authenticity. 

Corum  watches.  A  collection  imbued  with  a 
sense  of  imagination.  Creations  in  time  that  speak  to 
the  eye,  the  spirit  and  the  heart. 


CORUM 
48-HOUR  RESERVE 
QUADRATUS 
WATCH 


Tounnenu 


New  York  •  Palm  Beach  •  Bal  Harbour  •  Cosla  Mesa 
1  800-348-3332 


CORUM 

More  than  a  watch.  An  Heirloom. 

CORUM  WATCH  CO..  1  25  Chubb  Avenue,  Lyndhurst,  N)  07071 


McDowell  was  thrashed  by  Stonewall  Jackson  at 
Manassas  and  John  Pope  humiliated  by  Robert  E.  Lee. 
Not  so  bloody  but  almost  as  bitter  is  the  war  between 
Walt  Disney  and  the  Virginia  gentry  and  their  allies. 

The  Third 


Battle  of 
Bull  Run 


By  Lisa  Gubernick 
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Hollywood  actor  Robert  Duvall, 
who  gets  over  $2  million  per  film 
these  days,  owns  a  385-acre  gentle- 
man's farm  in  Upperville,  Va.  The 
village  is  a  few  miles  from  the  town  of 
Manassas  (pop.  30,000),  site  of  the 
Civil  War's  two  battles  of  Bull  Run. 
Here  the  Walt  Disney  Co.  wants  to 
build  a  100-acre  theme  park  and  a 
residential  complex  on  a  3,000-acre 
site.  Among  Disney's  toughest  oppo- 
nents are  local  estate  owners,  who 
tremble  at  the  thought  of  carloads  of 
middle  Americans  clogging  their 
roads  and  disturbing  the  peace  of 
their  expensively  bought  countryside. 
Actor  Duvall  lets  his  anger  overcome 
his  better  judgment. 

"It's  like  building  at  Auschwitz," 
he  huffs.  "But  then  [Disney  Chair- 
man Michael]  Eisner's  ancestors  only 
came  over  in  the  last  hundred  years. 
The  Civil  War  isn't  part  of  his  history. 
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IN  THE  CHIN  DYNASTY  THEY  BUILT 
A  WALL.  NOW  THEY'RE  USING 
AST  COMPUTERS  TO  ADD  A  HIGHWAY. 


China  is  experiencing  a  revolution 
of  telephone  lines,  satellite  dishes,  fax 
machines,  and  personal  computers. 
Many  of  them,  ours. 

Nearly  one  out  of  three  personal 
computers  in  China  is  manufactured 
by  AST.  From  Beijing  to  Shanghai, 
you  hear  the  same  question,  "Is  it 
AST  compatible?"  For  that,  we  say 
xie-xie.  Or  thank  you. 

While  some  companies  have  only 
recently  discovered  Chinas  explosive 
economy,  we've  been  there  all  along. 
Even  the  South  China  Morning  Post 
has  noticed  that  AST  is  "at  the  fore- 
front of  marketing  innovations." 

Over  the  years,  we've  sponsored 
contests  to  promote  computer  literacy. 
We've  even  donated  our  computers  to 
local  area  schools. 

We  opened  a  headquarters  in  Hong 
Kong,  followed  by  a  manufacturing 
plant  in  Tianj  in.  Today,  these  computer 
systems  come  pre-loaded  with  Chinese 

YOU    'LL        LIKE  TH 


software  and  our  facility  can  deliver 
them  from  Shanghai  to  Manchuria  to 
Wutongqiao. 

With  manufacturing  plants  in  Asia 
and  around  the  world,  AST  is  one  of 
die  largest  makers  of  personal  computers 
anywhere  on  the  globe. 

For  business  and  financial  users, 
we  make  Premmia "  high  performance 
desktops,  affordable  Bravo  desktops,  a 
full  range  of  Ascentia™  notebooks  and 
Pentium' '-based  Manhattan "  servers. 
Our  Advantage!  PCs  are  perfect  for 
the  home  or  small  office. 

In  China,  AST  computers  are  hard 
at  work  improving  communications 
among  a  billion  people,  and  creating 
the  infrastructure  of  a  free  market. 
Whatever  your  needs,  chances  are  we 
can  help.  Please  call  800-876-4AST. 

Or  on  your  next  business  trip  to 
China,  look  for  our  computers.  You'll 
find  them  wherever  the  Great  Wall 
meets  the  information  highway. 

E        WAY        WE  WORK" 


©1994  AST  Research,  Inc  All  rights  reserved  AST  and  Advantage'  are  registered  trademarks  of  AST  Research,  Inc  AST  Computer,  the  AST  logo,  Ascentia,  Manhattan, 
Premmia,  and  "You'll  Like  the  Way  We  Work"  are  trademarks  of  AST  Research,  Inc  Intel  and  Intel  Inside  logo  are  registered  trademarks  and  Pentium  is  a  trademark  of  Intel 
Corporation  All  other  product  or  service  names  mentioned  herein  may  he  trademarks  or  registered  trademarks  of  their  respective  owners 


COMPUTER 


Disney 


\1 


III 


Mickey  and  Minnie  at  the  Haymarket  Community  Day  Parade 

Jetting  in  from  Orlando  to  support  Michael  Eisner's  Manassas  gambit. 


He  doesn't  know  about  it." 

Joan  Irvine  (Irvine  Ranch)  Smith, 
whose  350-acre  farm  is  a  dozen  miles 
from  the  proposed  Disney  site,  is 
more  politic  but  equally  indignant: 
"Disney  will  destroy  the  country- 
side," she  says. 

Tully  Rector,  a  Middleburg  mer- 
chant: "My  concern  is  the  things  that 
follow  Disney.  The  cheap  motels,  the 
hookers,  the  wall-to-wall  neon — Dis- 
ney would  not  have  any  control  over 
that." 

Virginia's  Piedmont  is  a  verdant 
expanse  of  rolling  hills,  white  post 
fences,  colonial  hamlets,  two-lane 
back  roads.  There  are  no  multiplexes; 
the  big  entertainment  is  horses:  hunt- 
ing with  them,  showing  them,  breed- 
ing them.  Several  members  of  The 
Forbes  Four  Hundred  have  big  es- 


tates here.  Paul  Mellon  presides  over  a 
7,000-acre  farm  in  Upperville.  A  few 
miles  east  is  Alice  du  Pont  Mills' 
Middleburg  spread.  Andrew  Mellon's 
great-granddaughters,  Lavinia  and 
Andrea  Currier,  own  the  4,000-plus- 
acre  Kinloch  Farms. 

The  Disney  Co.  is  no  slouch  at 
public  relations,  but  it  may  have  met 
its  match  in  the  outraged  gentry  who 
have  mounted  an  expensive  public 
relations  campaign  of  their  own 
against  the  project. 

Just  as  the  Confederacy  fought  for 
its  life,  so  are  the  estate  owners,  histo- 
ry buffs  and  preservationists  battling 
to  defend  their  piece  of  greenery 
against  the  encroachments  of  devel- 
opment. Thousands  of  acres  in  the 
Piedmont  area  are  under  scenic  ease- 
ments that  prohibit  building.  But  a 


few  miles  to  the  east,  through  Thor- 
oughfare Gap,  is  Prince  William 
County,  already  lost  to  urban  sprawl. 
Only  30  minutes  from  the  hurly-burly 
of  Washington's  Capital  Beltway, 
Prince  William's  county  seat,  Manas- 
sas, is  pocked  with  tract  homes,  chain 
restaurants  and  middlebrow  motels. 
The  state's  northernmost  corner  is 
the  only  patch  of  green  left  there,  and 
it  is  also  what  protects  the  estate 
country  from  the  rest  of  the  world. 
These"  are  the  bloodied  battlegrounds 
where  Stonewall  Jackson's  brigade 
routed  the  Union  forces  of  Irvin  Mc- 
Dowell on  July  21,  1861,  and  where 
Robert  E.  Lee  defeated  John  Pope 
almost  exactly  one  year  later. 

Disney's  flackery  has  been  quick  to 
portray  the  struggle  as  the  rich  versus 
the  masses.  "Here  [in  the  Piedmont] 
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Disney 


you  have  one  of  the  few  concentra- 
tions of  the  very  rich  without  a  natural 
barrier  to  entry,"  says  Jody  Powell, 
Jimmy  Carter's  White  House  press 
secretary  and  now  Disney's  public 
relations  consultant.  "For  them,  that 
part  of  Prince  William  is  what  South 
Lebanon  is  to  Israel.  It's  their  buffer 
zone.  They  don't  own  it,  but  they 
need  to  control  it." 

Last  Nov.  1 1  Disney  Chairman  Mi- 
chael Eisner  announced  that  Disney 
had  optioned  3,000  acres  of  undevel- 
oped land  in  that  buffer  of  northern 
Prince  William  County.  Most  of  the 
acreage  had  been  owned  by  Exxon. 
The  oil  company  had  previously  ob- 
tained zoning  and  other  permits  for 
residential  and  commercial  develop- 
ment, but  the  real  estate  recession 
delayed  its  plans. 

Di  sney  America,  Eisner  said,  would 
include  a  theme  park  and  340  hotel 
rooms,  as  well  as  2,300  homes.  Eisner 
promised  2,700  new  Disney  jobs,  and 
projected  another  19,000  would  be 


created  indirectly.  There  would  be  tax 
revenues,  too.  He  promised  $169 
million  to  the  county  for  the  first  ten 
years  after  the  park  opened  in  1998, 
and  nearly  $2  billion  for  the  entire 
state  over  the  first  30  years. 

While  Disney  unfurled  the  flag  of 
jobs  and  tax  relief,  the  outraged  Vir- 
ginia gentry  wrapped  themselves  in 
patriotism  and  environmentalism. 
For  artillery  they  rolled  out  their 
trusty  Piedmont  Environmental 
Council.  For  the  last  two  decades  this 
tax-exempt  community  group  has 
waged  successful  wars  against  devel- 
opers. It  has  helped  keep  one  shop- 
ping mall  from  being  built  on  Bull 
Run.  Now  it  had  a  truly  formidable 
opponent  in  the  Hollywood  outfit, 
but  on  the  other  hand  it  had  equally 
formidable  backers. 

Over  the  last  five  years,  Paul  Mellon 
has  given  some  $230,000  to  the 
group;  Andrea  Currier's  Wrinkle  in 
Time  foundation  has  given  $155,000 
and  the  Chicester  du  Pont  Founda- 


tion has  given  $268,000. 

Three  days  after  Eisner's  an- 
nouncement, the  Piedmont  Environ- 
mental Council's  top  members  met  to 
set  their  strategy.  Chairman  Charles 
Whitehouse,  President  Nixon's  Am- 
bassador to  Laos,  hosted  the  meeting. 
At  the  table  were  former  Undersecre- 
tary of  State  William  Dill  Rogers;  Joel 
McCleary,  a  Jimmy  Carter  staffer  who 
moved  to  the  hunt  country  after  mar- 
rying Lavinia  Currier;  and  advertising 
executive  William  Backer,  who  de- 
vised Coca-Cola's  "Real  Thing" 
campaign. 

"It  was  so  obvious  to  an  ad  man 
what  needed  to  be  done,"  says  Back- 
er. The  organization  knew  it  needed 
allies.  So  it  took  out  full-page  ads  in 
the  Virginia  papers  blasting  Disney, 
and  aired  radio  ads  during  rush  hour, 
complete  with  an  800  number.  PEC 
helped  form  a  new  Washington -based 
group,  Citizens  Against  Gridlock,  to 
protest  the  Disney  plan. 

pec's  ad  campaign  did  not  come 
cheap.  The  radio  spots  cost  $47,000, 
the  newspaper  ads  $51,000.  But 
money  was  rolling  in. 

"Contributions  have  gone  out  of 
sight,"  says  pec  President  Robert 
Dennis.  "We've  raised — and  spent — 
about  $2  million  this  year." 

Meanwhile,  Disney  was  firing 
countervolleys.  Eisner-bylined  pieces 
appeared  in  the  New  York  Times,  USA 
Today  and  Washington  Post  depicting 
the  project  as  a  celebration  of  all 
things  American.  He  hired  high- 
priced  talent  such  as  Powell  and  Leon 
Billings,  who  as  a  Senate  aide  helped 
draft  the  Clean  Air  Act.  The  company 
even  flew  in  a  Disney-issue  Minnie 
and  Mickey  from  Orlando  for  Com- 
munity Day  in  Haymarket,  the  closest 
town  to  the  park  site. 

By  February  the  battlefront  had 
shifted  from  the  D.C.  suburbs  to  the 
Virginia  legislature.  Governor 
George  Allen  had  promised  Disney 
$163  million  in  aid  for  sewers  and 
improved  roads,  pec  spent  $105,733 
lobbying  the  Virginia  General  Assem- 
bly to  try  to  persuade  them  to  vote 
down  the  promised  funding.  Disney, 
an  $8.5  billion  revenues  outfit,  had  no 
trouble  countering  pec's  lobbying, 
spending  $444,348.  Virginia's  legis- 
lators, more  interested  in  Disney's 
jobs  and  tax  revenues  than  in  preserv- 
ing greenery,  passed  the  Disney  fund- 
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YOU  COULD  HAVE  PICTURED  YOURSELF 


spending  your  money  in  all  sorts  of 
places,  but  you  put  it  into  the  new 
invesco  worldwide  funds. 

Because  you've  always  kept 
your  goals  in  focus. 


Picture  these  global 
investment  opportunities:  the 
building  of  the  information 
superhighway;  the  privatization 
of  utilities  and  communications 
firms  in  emerging  markets; 
"leaner  and  meaner"  companies 
investing  more  in  capital  goods, 
to  help  you  take  advantage  of 
these  worldwide  economic 
trends.  invesco  has  developed 
two  new  no-load  worldwide 
mutual  funds. 

The  INVESCO  Worldwide 
Communications  Fund  seeks 
capital  appreciation  by  investing 
in  securities  of  companies 
primarily  engaged  in  the 
development.  manufacture.  or 
sale  of  communications  services 
and  equipment. 

The  INVESCO  WORLDWIDE 
Capital  Goods  Fund  seeks  capital 
appreciation  by  investing  in 
securities  of  companies  engaged 
in  the  design.  manufacture  and 
distribution  of  capital  goods 
used  by  industry  and 
agriculture. 

of  course.  international 
investing  is  not  risk-free. 
Foreign  markets  and  currencies 
fluctuate  and  investors  may  see 
sudden  variations  in  price  per 
share.  but  invesco's  global 
expertise  could  give  you  the 
opportunity  to  grow  your 
capital  over  the  long-term.  so 
call  today  for  a  prospectus.'  it 
could  give  you  a  great  view  on 
your  future.  invesco.  just  one 
of  the  smart  choices  youve  made.™ 


INVESCO  FUNDS 


800-320-4525 
EXT.  330 


ALL  FOR  A  PROSPECTUS.  YOU'LL  RECEIVE  MORE  COMPLETE  INF0RMAT1C 

VISCO  Funds  Group.  Inc..  Distributor. 


IN  THESE  FUNDS.  INCLUDING  MANAGEMENT  FEES  AND  EXPENSES.  READ  THE  PROSPECTUS  CAREFULLY  BEFORf  YOU  INVEST  OR  SEND  MONEY. 


Disney 


The  verdant  expanse  of  the  Virginia  Piedmont 

"My  concern  is  the  things  that  follow  Disney,"  frets  one  wealthy  resident.  "The  cheap  motels,  the  hookers,  the  wall-to-wall  neon." 


ing  overwhelmingly. 

Dismayed  but  not  defeated,  the 
anti-Disney  forces  began  building  a 
coalition.  Enter  the  National  Trust 
for  Historic  Preservation,  headed  by 
Richard  Moe.  The  National  Trust 
shares  with  pec  some  prominent  con- 
tributors, including  the  Mellon  and 
Ohrstrom  families.  Richard  Moe 
wrote  a  piece,  which  was  published  in 
the  Washington  Post,  protesting  the 
Disney  plan. 

After  the  Virginia  legislature  ap- 
proved the  funds  for  Disney,  Moe 
helped  form  a  new  group,  Protect 
Historic  America,  and  recruited  sev- 
eral high-profile  intellectuals.  Civil 
War  filmmaker  Ken  Burns  joined  in, 
as  did  historian  Shelby  Foote,  who 
blasted  Disney  on  the  MacNeil/ 
Lebrer  Ncwshonr.  Novelist  William 
Styron  wrote  a  piece  excoriating  the 


plan  for  the  New  York  Times,  whose 
editors  had  already  come  out  in  sup- 
port of  the  anti-Disney  forces.  Best- 
selling  author  David  McCullough 
logged  more  priceless  publicity  by 
arguing  against  the  theme  park  on 
nbc's  Nightly  News. 

On  Sept.  10,  Disney  presented  its 
proposal  for  Disney  America  to  the 
Prince  William  planning  commission 
at  a  public  hearing.  The  PEC  showed 
up  to  protest  the  park,  but  jobs  and 
taxes  won  over  sentiment.  On  Sept. 
2 1 ,  Disney  won  by  a  vote  of  7  to  1 . 

But  pec  isn't  yet  proffering  its 
sword.  With  a  coalition  of  anti-Disney 
groups,  it  is  trying  a  new  tactic,  this 
time  using  the  Federal  Clean  Air  Act. 
This  strategy  could  require  Disney  to 
file  environmental  impact  studies  de- 
tailing the  entire  development,  which 
could  then  be  challenged  in  the 


courts — and  on  and  on  and  on. 

The  fact  is  that  PEC  and  its  alliance 
of  estate  owners,  preservationists,  his- 
tory buffs  and  environmentalists  are 
losing.  On  Sept.  17  the  anti-Disney 
forces  took  to  the  Washington  Mall.  A 
mock  Michael  Eisner  led  the  proces- 
sion, pulling  along  a  caricature  of 
Virginia  Governor  George  Allen  by  a 
ring  through  his  nose. 

"Our  strategy,"  says  pec's  Dennis, 
"is  to  make  sure  the  public  under- 
stands the  implications  of  the  [Dis- 
ney] project.'"  It  may  be  that  what  the 
public  understands  is  something  dif- 
ferent from  what  PEC  and  its  friends 
understand.  PEC's  parade  organizers 
predicted  a  turnout  of  up  to  5,000  for 
the  rally.  According  to  the  National 
Park  Service,  only  1,200  showed  up. 

Mickey  Mouse,  meet  Robert  E. 
Lee.  ■■ 
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VACHERON  CONSTANTIN 

Geneva  since  1755 


<3f  ranees  |Kletn  ^istate  3Jefrrels 

310  NORTH  RODEO  DRIVE  •  BEVERLY  HILLS,  CA  90210 
310-273-0155  •  800-759-6676 


No  longer  mob-controlled,  Las  Vegas  is  today  largely  dominated 
by  families  with  deep  roots  in  the  gambling  business.  More  and 
more  of  them  are  sliding  onto  The  Forbes  Four  Hundred. 


Inherited 

talents 


By  Frank  Wolfe 

"Get them  before  they  get  you."  We  had  just  asked  Ralph 
Engelstad  what  lessons  he  had  learned  as  a  varsity  hockey 
player  that  had  come  in  handy  in  business.  The  bluntness 
of  the  reply  rather  startled  us,  but  then  so  had  the  man's 
garb  and  his  office  decor.  This  centimillionaire  was  wear- 
ing a  short-sleeved  bright  red  shirt  and  sported  a  diamond 
pinky  ring.  On  the  wall  to  the  left  of  his  desk  was  displayed 
a  bull's  penis  stretched  out  to  resemble  a  cane. 

Deftly  and  ruthlessly  applying  that  hockey-learned  phi- 
losophy, Engelstad  is  one  of  six  members  of  The  Forbes 
Four  Hundred  who  made  their  killing  in  Las  Vegas  and 
other  Nevada  spots. 

Odds  are  that  several  mentioned  here  will  make  the  list 
in  the  near  future.  These  men  come  from  assorted  back- 
grounds. There's  Engelstad,  grandson  of  a  Norwegian 
potato  farmer  and  a  native  of  Thief  River  Falls,  Minn. 
There's  the  son  of  a  onetime  Basque  shepherd,  John 
Ascuaga.  There's  the  son  of  a  Dallas  mule  trader,  Jack 
Binion.  Peter  Thomas,  a  Mormon,  is  the  son  of  a  Utah 
banker.  Frank  Fertitta  III  is  the  son  of  an  Italian-American 
who  started  his  gambling  career  after  a  stint  as  a  hotel 
bellhop.  William  Boyd  is  the  great-grandson  of  a  Scotsman 
who  reputedly  played  poker  with  Jesse  James. 

In  America's  postindustrial  age,  gambling  is  a  growth 
business.  Today  there  are  90  publicly  traded  gambling 
companies;  five  years  ago  there  were  only  30.  Nevada's  fiscal 
1994  hold  (what  the  house  keeps  from  the  total  amount 
gambled,  or  handle)  was  up  a  solid  10.4%,  to  $6.7  billion, 
out  of  a  total  handle  of  $87  billion.  The  giant  new  MGM 
Grand  and  Luxor  and  Treasure  Island  gambling  palaces  are 
drawing  tens  of  thousands  of  awestruck  customers. 

Is  the  economy  slowing?  Not  here.  Vegas  expects  total 
visitors.to  be  up  25%  this  year. 

Not  much  surprise  that  there  are  now  six  gambling 
magnates  among  the  The  Forbes  Four  Hundred,  a 
gain  of  two  over  last  year.  One  dropout  is  John  Connelly, 
head  of  President  Riverboat,  with  its  Mississippi  riverboat 
casinos. 


Ralph  Engelstad 

A  refugee  from  the  North  Dakota  construction  trade, 
Engelstad  started  in  Las  Vegas  as  a  home  builder  and  made 
an  early  killing  when  he  sold  what  is  now  the  North  Las 
Vegas  Air  Terminal  to  Howard  Hughes  for  $5.7  million.  In 
1971  Engelstad  bought  "an  old,  rundown  motel"  directly 
across  from  Caesars  Palace,  on  the  Strip.  Down  it  went,  and 
in  its  place  rose  in  1974  the  Imperial  Palace. 

Now  this  was  more  like  it.  No  haggling  with  subcon- 
tractors, no  fretting  about  interest  rates,  no  worn'  about 
delivery  of  materials.  Gambling  was  a  cash  business,  few 
receivables.  Customers  give  you  money;  you  give  some  of 
it  back,  on  an  irregular  schedule  to  keep  them  interested. 

Of  course,  you  have  to  make  sure  customers  are  having  a 
good  time,  and  entertainment  can  get  expensive.  But 
Engelstad  doesn't  book  Sinatra.  The  Imperial  Palace  buys 
cheap  entertainment:  a  collection  of  250  antique  autos; 
the  twice-nightly  "Legends  in  Concert"  show,  a  staging  of 
Elvis/Liberace/Madonna/Sammy  Davis  Jr.  imperson- 
ators for  $23.50  a  ticket  (two  drinks  included). 

Rather  less  hard  on  margins  than,  for  example,  the  ship 
outside  the  new  Treasure  Island  complex,  where  a  bucca- 
neer battle  is  staged  amid  a  tremendous  light  show. 

Engelstad  takes  in  an  estimated  cash  flow  of  $50  million 
a  year.  "We're  looking  at  Middle  America,"  says  Engel- 
stad— the  Circus  Circus  market.  His  room  rates  start  at 
$55  per  night  and  go  to  $500  for  a  penthouse  suite.  "We 
don't  lease  any  signs.  We  don't  lease  any  slot  machines.  We 
don't  lease  anything.  We  own  it,  and  it's  paid  for." 

Also  paid  for  are  assets  bought  with  Vegas  profits:  4 
million  square  feet  of  property  in  Texas  and  elsewhere,  and 
two  Boeing  727s  equipped  with  beds,  living  rooms, 
showers  and  bars.  "Sometimes  debt  is  good,"  he  says.  "I 
just  don't  happen  to  be  in  the  position  where  I  need  debt." 

Engelstad  is  at  the  office  by  9:30  a.m.  and  says  he  quits 
around  midnight.  The  workload  is  not  getting  lighter,  he 
says,  as  he  prepares  for  the  opening  early  next  year  of  a 
254,000-square-foot  floating  casino,  part  of  a  $110  mil- 
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Ralph  Engelstad  with  1931  Duesenberg 

"I  don't  happen  to  be  in  the  position  where  I  need  any  debt." 


lion  complex  that  includes  a  hotel  and  six  movie  theaters  in 
Biloxi,  Miss.  If  it  works,  fine.  If  not,  it's  about  two  years' 
cash  flow.  Either  way,  he's  secure.  "Ain't  no  stockholders, 
ain't  no  goddamn  bondholders,  ain't  no  friggin'  mortgage 
holders  that  are  going  to  bounce  us  out." 

William  Boyd 

Boyd,  another  gambling  magnate  newcomer  to  The  Four 
Hundred,  is  taking  a  flier  on  a  riverboat  out  of  Tunica, 
Miss.,  but  nothing  that  could  put  a  drain  on  his  Vegas 
operation.  He  has  the  Fremont  and  the  California  down- 
town, the  Stardust  on  the  Strip,  Sam's  Town  on  the 
Boulder  Strip  (which  serves  residents  on  Vegas'  East  Side 


and  Arizona  tourists)  and  the  Eldorado  and  Jokers  Wild  in 
Henderson,  just  south  of  Vegas.  The  company  plans 
another  downtown  casino,  Main  Street  Station,  next  year. 

Boyd  Gaming  went  public  last  October  at  80  times 
earnings.  It  sold  4.6  million  shares  at  17,  hit  a  high  of  26 
three  days  later,  then  tanked — to  a  recent  13.  But  who 
cares  about  that?  Even  at  the  current  price  Boyd,  62,  still 
has  stock  worth  $325  million.  Meanwhile,  he  is  banking 
not  on  Tunica  but  on  the  Fremont  Street  Experience,  a 
$63  million  metal  mesh  canopy  over  Fremont  Street  in 
downtown  Vegas  due  to  be  completed  next  year.  The 
canopy  will  create,  in  essence,  one  giant  casino,  featuring  a 
misting  system  to  cool  visitors  in  summer,  32  kiosks,  a 
light  show  and  retail  shops.  Under  the  canopy  will  be  one 
of  Boyd's  two  downtown  casinos.  Boyd  and  othc  casino 
owners  have  kicked  in  $24  million;  $39  million  more  will 
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A  massive  fireworks  display  to  open 
the  Fertittas'  Boulder  Station 

Problems  in  Missouri  but  a  river  of  cash  in  Las  Vegas. 


sheep  here.  Ascuaga  worked  his  way  through  the  Universi- 
ty of  Idaho  and  Washington  State's  graduate  program  in 
hotel  management.  In  1955  he  began  working  in  the 
Sparks  Casino  Cafe,  a  60-seat  coffee  shop  with  a  few  slot 
machines,  across  the  street  from  the  present  casino. 

Ascuaga  feels  no  wanderlust.  No  Mississippi  riverboats 
for  him.  Reno  suits  him  fine.  He  plans  on  adding  about 
800  rooms  and  renovating  some  of  the  cheaper  ones 
among  his  existing  968.  The  Nugget  draws  visitors  mainly 
from  northern  California,  Oregon  and  Washington.  A  lot 
of  tourists  are  elderly  day-trippers  from  San  Francisco, 
where  Nugget  marketers  have  worked  with  travel  agents 
to  offer  special  bus  rates.  High  rollers  they  are  not,  but  they 
love  the  slots,  which  are  set  to  pay  off  at  a  low  90%.  At  $85 
per  night  his  occupancy  rate  is  96%.  He  and  daughter 
Michonne  Ascuaga,  33,  a  Stanford  M.B.A.  and  casino 
senior  vice  president,  see  no  reason  to  look  anywhere  else. 

Gary  Primm 

At  his  three  casinos  40  miles  south  of  Vegas,  on  the  state 
border  with  California,  Gary  Primm  catches  them  as  they 
drive  up  from  Los  Angeles  or  San  Diego  (Forbes,  June  6, 
1994).  Primm  pulls  2  million  cars  per  year  into  the 
properties,  and  they  leave  enough  cash  behind  to  put 
Primm  on  The  Forbes  Four  Hundred  this  year  with  a  net 
worth  of  $340  million;  the  Primm  clan  overall  is  worth 
more  than  $600  million.  Entertainment?  You  bet.  Whis- 
key Pete's  features  the  Bonnie  &  Clyde  "Death  Car"; 
Primadonna  Resort  &  Casino  has  a  Ferris  wheel  and 


indoor  carousel.  Buffalo  Bill's,  opened  last  summer,  has 
the  tallest  roller  coaster  in  the  world  (209  feet  high),  which 
passes  through  the  casino.  Then  there's  a  water  flume  ride, 
a  618-room  hotel  and  four  restaurants. 

Frank  Fertitta  III 

The  Fertitta  family's  shares  in  8tation  Casinos  are  down 
from  $320  million  a  year  ago  to  $220  million  now  (plus 
the  $  1 50  million  they  took  out  when  it  went  public  in  Ma)' 
1993).  Blame  the  bust  on  its  riverboat  Casino  St.  Charles, 
operating  out  of  St.  Charles,  Mo.,  near  St.  Louis.  In  April 
Missouri  voters  rejected  games  of  chance  on  riverboats,  so 
the  387-foot,  3 -deck  casino  opened  in  May  without  slot 
machines.  It  is  allowed  only  video  poker  machines  and 
table  games,  where  skill  is  supposed  to  be  involved.  But  in 
Missouri,  who  understands  video  poker?  So  the  Fertittas 
lobby  hard.  Undiscouraged,  Frank  Fertitta  III,  chairman 
and  son  of  founder  Frank  Fertitta  Jr.,  has  built  a  second 
$26.5  million,  292-foot  riverboat  but  doesn't  have  a  place 
for  it  yet.  For  this  year's  first  half,  the  company  reported 
losses  on  riverboat  operations. 

What  keeps  Station  afloat  is  the  Nevada  market.  Frank 
Jr.  left  Galveston  for  Las  Vegas  at  age  2 1  and,  after  a  stint  as 
a  bellman  at  the  Tropicana,  became  a  blackjack  dealer  at 
the  Stardust.  He  scraped  up  $50,000  and  three  partners  in 
1976  to  acquire  a  small  casino  on  the  west  side  of  Las 
Vegas,  and  in  the  summer  of  1977,  the  Bingo  Palace 
opened.  "The  first  night  we  opened,  it  was  mobbed.  You 
couldn't  move  in  here,"  says  Frank  III.  Today  the  casino, 
renamed  Palace  Station,  has  84,000  square  feet  of  gaming 
space  (2,175  video  poker  and  slot  machines)  and  1,028 
hotel  rooms.  Marketed  as  "the  Local  Favorite,"  it  caters 
heavily  to  locals  and  claims  to  offer  better  payoff  rates  for 
slots  than  the  average  on  the  Strip.  Palace  Station  is  a  river 
of  cash  flow,  and  Fertitta's  new  $103  million  Boulder 
Station,  on  the  Boulder  Strip,  seems  to  be  ramping  up 
nicely.  The  company  also  plans  to  open  another  casino — 
Sunset  Station — in  southeast  Las  Vegas  in  1996. 

"Our  strategy  has  always  been,  even  before  we  had  the 
legalization  of  gaming  in  all  these  new  markets,  to  contin- 
ue to  expand  here  in  Las  Vegas,"  says  Frank  III. 

Alongside  all  these  is  billionaire  Kirk  Kerkorian's  gigantic 
MGM  Grand,  with  a  5,005-room  hotel  and  a  packed 
amusement  park.  Kerkorian  has  $1  billion  of  MGM  Grand 
stock.  And  there  are  Four  Hundred  perennials  William 
Bennett  and  William  Pennington,  both  now  mostly 
cashed  out  of  the  Circus  Circus  picture,  as  it  goes  through 
its  well-publicized  management  troubles. 

What  has  usually  busted  gambling  in  this  country  has 
been  scandal — from  the  Revolutionary  War's  crooked 
lotteries  and  Reconstruction  Louisiana's  lottery  skimming 
to  the  seemingly  ubiquitous  role  of  the  mob  in  American 
gambling  since  Prohibition. 

Gambling  has  gone  mainstream  in  America  and  become 
a  kind  of  entertainment  that  respectable  people — many  of 
them  families — purchase.  Vegas  casinos  have  become  a 
$7-billion-plus  destination  resort  industry.  And  the  busi- 
ness community  is  dominated  by  billionaires,  centimil- 
lionaires  and  their  bankers.  Gambling  is  not  something 
you  leave  to  the  crooks  anymore.  HR 
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ABOVE:  Gary  Primm  atop  roller  coaster  at  Buffalo  Bill's 

LEFT:  John  Ascuaga  astride  Nugget  near  Carson  City 

Primm  recently  decided  to  forgo  the  risky  Mississippi  market. 

For  Ascuaga,  3  ranches,  8  restaurants  and  a  $100  million  casino. 


Stephen  Wynn 

Wynn,  52,  is  getting  close  to  making  The  Forbes  Four 
Hundred,  with  an  estimated  net  worth  of  $285  million. 
Wynn  first  came  to  Vegas  as  a  10-year-old,  when  his  father 
was  managing  the  bingo  parlor  at  the  Silver  Slipper.  The 
parlor  failed,  but  Wynn  was  hooked .  During  weekends  and 
summers  off  from  the  University  of  Pennsylvania,  Wynn 
w  orked  at  his  father's  bingo  parlor  in  Maryland. 

In  1966  he  w  as  introduced  to  an  owner  of  Vegas'  Last 
Frontier  casino  and  was  invited  to  buy  points  in  the 
Frontier:  3%  for  $45,000. 

When  the  Frontier  owners  were  forced  to  sell  after 
evidence  surfaced  that  management  had  been  infiltrated 
by  the  Detroit  mob,  Wynn  took  his  share  of  the  proceeds 
and  went  into  the  liquor  business,  becoming  supplier  to 
many  of  the  Vegas  hotels  and  casinos.  In  1971  he  bought  a 
parcel  of  land  next  to  Caesars  Palace  for  $1.1  million  and 
flipped  it  to  Caesars  for  $2.25  million. 

With  the  cash,  plus  Valley  Bank  loans  and  the  sale  of  his 
liquor  distributorship,  Wynn  bought  6%  of  the  Golden 
Nugget  casino  in  downtown  Vegas.  In  the  spring  of  1973 
Jerome  Zarowitz — "a  man  of  notorious  reputation, "  in 
the  words  of  Philip  Hannifin,  then  chairman  of  the  state 
Gaming  Control  Board — sold  52,000  of  his  shares  in 
Golden  Nugget  to  Wynn  as  part  of  a  state  mandated 
liquidation  of  Zarowitz's  holdings  in  Golden  Nugget. 

Wynn  walked  into  a  Golden  Nugget  board  meeting  in 
June  1973  wearing  jeans  and  eating  a  hamburger.  Some 
older  board  members  gasped.  Wynn  calmly  informed  the 
board  that  some  employees  w  ere  on  the  take.  Maybe  they 
should  let  Wynn  run  the  company  and  fix  that.  The  board 
went  along.  In  August  1973  Wynn  became  chairman  of 


Golden  Nugget,  which  later  became  Mirage  Resorts, 
today  a  leading  Vegas  casino/entertainment  company. 

Wynn,  as  Peter  Thomas  describes  it,  brought  Disney  to 
Vegas.  "His  idea,''''  says  Thomas,  "is  to  take  a  person  and 
transport  him  out  of  his  everyday  environment  into 
another  world,  which  is  what  Walt  Disney  did."  Thus  did 
he  create  an  ambience  attractive  not  just  to  gamblers  but  to 
a  whole  population  seeking  escape  and  fantasy. 

Jack  Binion 

Jack  Binion,  57-year-old  owner  of  Binion's  Horseshoe 
downtown,  caters  to  gambling's  carriage  trade,  people  like- 
Saudi  business  magnate  Adnan  Khashoggi.  In  Binion's 
World  Series  of  Poker,  the  winner  gets  at  least  $1  million 
cash  and  a  14-karat  bracelet  with  his  or  her  name  inscribed. 
(This  year,  for  the  silver  anniversary  of  the  tournament, 
Binion  added  another  trophy:  the  World  Champion's 
weight  in  silver.  Winner  Russ  Hamilton,  a  Vegas  profes- 
sional, bent  the  scale  at  330  pounds,  costing  Binion 
$28,512  in  silver  ingots.) 

"I'm  after  the  guy  that's  a  serious  gambler  who  under- 
stands odds,"  says  Binion.  "He's  not  looking  for  as  much 
amenities,  although  we've  got  good,  basic  amenities." 

Binion  indeed  offers  good  odds,  boasting  a  98%  payback 
on  slot  machines  as  against  the  more  usual  95%.  For  every 
$  1 00  played,  a  baccarat  gambler  gives  up  63  cents  at  the 
Horseshoe,  versus  $1.25  at  other  casinos.  Value  and  the 
Horseshoe's  nostalgic  atmosphere  (wood  construction, 
old-time  decor)  make  it,  nearly  24  hours  per  day,  a 
gambling  whirlwind.  Binion's  father,  Benny  Binion,  came 
to  Sin  City  in  1946  with  $2  million  in  cash  in  two  suitcases, 
liquid  capital  from  his  days  as  a  Dallas  mule  trader, 
bootlegger  and  gambler. 

In  1951  the  elder  Binion  bought  the  Eldorado  down- 
town and  renamed  it  Binion's  Horseshoe.  Two  years  later 
he  went  to  jail  for  tax  evasion  and  was  a  suspect  in  the 
murder  of  a  rival,  Herb  Noble. 

There  were  other  scandals,  but  never  mind:  Annual  cash 
flow  on  the  Horseshoe  has  hit  $15  million  to  $20  million 
in  the  last  several  years,  supporting  an  estimated  net  worth 
for  the  Binion  family  of  around  $200  million.  With  his  cash 
flow  from  the  Horseshoe,  Jack  is  also  expanding  into 
riverboats.  But  carefully:  He  favors  Louisiana,  where  the 
limited  number  of  licenses  should  dampen  competition. 

John  Ascuaga 

Each  morning  at  7:15  a.m.  69-year-old  John  Ascuaga, 
estimated  net  worth  near  $200  million,  leaves  his  home  in 
Genoa,  New  in  his  red-and-white  Chevy  pickup  and  drives 
42  miles  down  1-395  to  the  casino  he's  built — John 
Ascuaga's  Nugget  in  Sparks,  a  suburb  of  Reno. 

The  Reno  market  can  resemble  Vegas:  nearly  25,000 
guest  rooms  and  aiming  to  be  a  destination  market. 
Though  the  Reno/Sparks  market  is  flat  right  now,  As- 
cuaga is  very  likely  making  over  $20  million  in  annual 
operating  cash  flow.  High-yielding  dollar  slots  are  Ascua- 
ga's big  moneymaker.  And  the  food  is  good.  Ascuaga 
provides  beef  from  his  three  ranches  in  Nevada  and 
California  to  the  eight  restaurants  in  the  Nugget. 

Ascuaga's  father  came  to  the  small  town  of  Caldwell, 
Idaho  from  the  Basque  region  of  Spain  in  1906,  to  herd 
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A  promise  to  skow  you  a  greener  world  begins  in  your  own  backyard. 


A  promise  not  to  mind  if  you  eat  all  tlie  peas  before  I  cook  tkem. 


A  promise  you'll  bave  more  tban  a  garden  to  grow  on. 


Notk  ingf  binds  us  one  to  the  other  like  a  promise  kept.  For  more  than  140  years,  we've  keen 
helping  people  keep  their  promises  ky  ensuring  we  kave  tke  financial  strength  to  keep  ours.  That's 
why  families  and  kusinesses  rely  on  us  to  insure  tkeir  lives,  tkeir  health  and  their  financial  future. 

Lite  &  Disability  Insurance  *  Annuities  *  Group  Life  &  Health  Insurance  •>  Pension  &  Retirement  Products  *  Investment  Management 
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Talents 


Bill  Boyd 
in  Sam's  Town 
Bill  and  father 
Sam  avoided  mob 
connections. 
Sam  "did  his  job 
and  didn't  have 
a  problem." 


come  from  hotel  taxes. 

Bill  Boyd  figures  that  the  game  isn't  over.  "Only  about 
20%  of  Americans  have  been  in  a  casino,"  he  observes.  Boyd 
has  his  dockside  Tunica  casino — 1,800  slots  and  70  table 
games,  four  restaurants  and  a  1,400-seat  theater — and 
minority  interests  elsewhere.  But  Vegas  is  his  mainstay. 

Gambling  is,  almost  literally,  in  the  Boyd  blood.  Boyd's 
paternal  great-grandfather  was  in  with  Jesse  James.  Sam 
Boyd,  Bill's  father,  was  orphaned  at  8,  and  quit  high  school 
to  work  on  the  gambling  ships  anchored  off  the  coast  of 
California  in  the  early  Thirties. 

In  1941  Sam  arrived  in  Las  Vegas,  which  legalized 
gambling  in  1931,  with  S30  in  his  pocket.  He  found  a 
town  of  10,000  and  one  hotel  on  the  Strip.  Sam,  his  sister 
and  his  wife  worked  at  the  Jackpot,  then  owned  by  Nate 
Mack,  a  founder  of  the  Bank  of  Las  Vegas  with  the  Thomas 
family,  whom  we'll  meet  later.  Sam  invented  a  penny 
roulette  game,  and  his  sister  helped  him  run  it. 

In  1947,  after  mobster  Bugsy  Siegel  was  gunned  down, 
Sanford  Adler  and  Charles  Resnik  (two  old-time  Vegas 
hands)  bought  50%  of  Bugsy's  Flamingo  Hotel  and  hired 
Sam  Boyd  to  represent  their  interests.  Mobster  Meyer 


Lansky  owned  the  other  50%,  Bill  Boyd  says.  Sam  Boyd 
personally  steered  clear  of  the  mob.  "He  did  his  job  and 
didn't  have  a  problem,"  says  Bill.  "You  had  to  live  with  the 
mob,  but  you  kept  them  at  arm's  length." 

In  1974  Sam's  son  Bill,  a  lawyer,  made  gaming  a  full- 
time  career  when  he  and  his  father  sold  their  interest  in 
another  casino,  and  with  a  S4  million  loan  from  Security 
Pacific  (that  bank's  first  casino  loan)  built  their  own 
California  Hotel.  Security  Pacific  was  wary  about  lending 
to  a  casino — most  banks  were — but  Sam's  clean  reputa- 
tion and  the  fact  that  Bill  was  a  director  of  the  Nevada  State 
Bank  made  a  difference. 

The  California  is  a  niche  player,  catering  to  people  from 
Hawaii  and  attracting  them  in  droves  with  cheap  airfares 
and  tour  packages.  Now  the  Boyds  are  adding  146  rooms 
to  the  635 -room  hotel  and  will  reopen  the  nearby  Main 
Street  Station  around  the  time  the  Fremont  Street  Experi- 
ence opens  next  year.  Banks  have  learned  to  love  casinos,  in 
part  thanks  to  their  early  experience  with  the  Boyds. 

In  early  1984  the  Nevada  Gaming  Control  Board 
recommended  them  to  operate  the  Stardust  on  the  Strip,  a 
property  formerly  tainted  by  Teamsters  loans  and  other 
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Franklin  Tax-Free  Income  Funds 


Protect  Your 
Investment 
Earnings  From 
Taxation. 


Are  taxes  taking  a  toll  on  your  investment  earnings? 
You  can  help  protect  those  earnings  in  a  Franklin  tax-free 
fund. 

Franklin  offers  a  selection  of  42  tax-free  funds. 
Many  pay  dividends  exempt  from  both  federal  and  state 
regular  income  taxes,  so  you  may  be  eligible  for  double  tax 
savings.''"  Franklin's  tax-free  funds  offer: 

♦  Monthly  Tax-Free  Income 

♦  Professional  Portfolio  Management 

♦  The  Potential  For  Tax-Free  Compounding 

♦  Low,  $100  Initial  Investment 

By  investing  in  a  portfolio  of  tax-free  municipal 
securities,  you  can  continue  to  work  toward  your 
financial  goals  while  supporting  economic  growth  in 
America. ^  The  funds  invest  in  securities  issued  to  finance 
state  and  local  government  operations  which  can  include 
projects  such  as  housing,  highways,  schools  and  hospitals. 
This  can  help  create  jobs  and  improve  the  standards  of 
living  in  communities  everywhere. 

Call  your  investment  representative  or  Franklin  today 
for  a  free  brochure  on  the  tax-free  fund  for  your  state. 


fFor  investors  subject  to  federal  or  state  alternative  minimum  tax,  all  or  a  portion  of  these  dividends 
may  be  subject  to  such  tax,  depending  on  the  fund.  Distributions  of  capital  gams  and  of  ordinary 
income  from  accrued  market  discount,  if  any,  arc  generally  taxable. 

fflnvesting  in  a  Franklin  tax-free  fund  does  not  guarantee  that  your  financial  goals  will  be  met. 
Franklin  Templeton  Distributors,  Inc. 


Call  1-800- 
342-FUND 
Ext.  1211 


Franklin  Funds 

777  Manners  Island  Boulevard 
San  Mateo,  CA  94404-1585 

^e<}/  I  would  like  a  free  prospectus 
containing  more  complete  information  on  the 
Franklin  tax-free  income  fund  for  my  state, 
including  sales  charges  and  expenses.  I  will 
read  it  carefully  before  I  invest  or  send  money. 

□  I  am  currently  a  Franklin  shareholder. 


Address 


City 

State/Zip 
Da\time  Phone 


F  R  A  N  K<  L  I  N 


A  Member  of  the  $114  Billion  Franklin  Templeton  Group 


Talents 


mob  connections.  With  a  $185  million  bank  loan  Boyd 
Gaming  bought  the  Stardust  and  the  Fremont  Hotel  from 
an  associate  of  ex-Cleveland  mobster  and  Vegas  hand  Moe 
Dalitz.  Sam  died  in  1993,  but  Bill  carries  on. 

Peter  Thomas 

The  Thomases  are  a  Mormon  banking  family  from  Utah. 
E.  Parry  Thomas  was  the  first  Nevada  banker  to  lend  to 
casinos.  In  the  1960s  and  1970s  his  Bank  of  Las  Vegas 
(later  the  Valley  Bank  of  Nevada  and  now  the  Bank  of 
America  Nevada)  was  also  the  disburser  of  Teamsters 
Pension  Fund  loans  to  casinos.  Peter  Thomas,  now  presi- 
dent of  the  bank,  acknowledges  that  his  father  associated 
with  some  mobsters,  but  was  not  financially  involved  with 
them.  "Because  my  father  was  the  only  bank  that  would 
lend  money  to  the  industry,  the  good  guys  protected  the 


bank  from  the  bad  guys  to  a  great  extent,'''  Peter  Thomas 
says.  Valley  Bank  had  a  corner  on  the  Vegas  casino  market, 
until  the  entry  of  other  banks  in  the  1970s. 

In  1992  Valley  Bank  merged  with  Security  Pacific  and 
Bank  of  America  to  create  Bank  of  America  Nevada.  Today 
Peter  Thomas,  45,  and  his  family  own  an  estimated  SI 00 
million  worth  of  BOA  stock.  With  such  powerful  backing, 
Thomas  can  now  make  megaloans — for  example,  a  $750 
million  line  of  credit  to  Circus  Circus  and  over  $400 
million  to  Mirage  Resorts. 

Is  boa  Nevada  worried  about  competition  now  that; 
casino  lending  is  respectable?  Not  very.  "The  profitability 
of  these  new  ventures  is  going  to  be  flattening  out,1'  says 
Warren  Prostrollo  Jr.,  boa  Nevada's  senior  credit  officer,, 
"and  these  banks  are  going  to  be  jumping  into  these 
credits  precisely  at  the  wrong  time." 
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For  a  brochure  write  to:  Raymond  Weil.  Dept  AD.  587  Fifth  Avenue.  New  York,  NY  10017 


Carlyle  &  Co. 

Service.  Cut  And  Polished  To  Perfection. 


18  K  Gold  Plated  Case  and  Bracelet 
Water  Resistant  to  90  ft..  Mineral  Crystal 
Dials  set  with  Hand  Applied  Roman  Numbers 
Hidden  Expansion  Clasp 


recision  movements 

—  L  


RAYMOND  WEIL 

GENEVE 


Ve  never  lose  sigh  t  of  your 
investment  objectives. 


U.S.  Trust,  before  we  begin  helping  clients  achieve  their  investment  objectives,  we 
help  them  clearly  identify  those  objectives. 

A  team  of  experienced  professionals  works  closely  with  each  client  to  determine  their 
tolerance  for  risk,  assess  their  family's  needs,  and  establish  short-term  and  long-term  objectives. 
Then,  and  only  then,  do  we  recommend  an  investment  plan  to  meet  those  objectives. 

Whether  that  plan  emphasizes  capital  preservation,  asset  appreciation  or  some  other 
goal,  we  allocate  your  investments  among  different  asset  classes — including  U.S.  and 
international  equities,  bonds  and  cash — to  generate  attractive  investment  returns. 

It's  an  approach  that  has  enabled  us  to  meet  the  different  investment  objectives  of  many 
clients,  for  many  generations. 

To  learn  how  this  approach  can  help  meet  your  particular  investment  objectives,  please 
contact  Richard  E.  Foley,  Senior  Vice  President,  at  1-800-U.S.  TRUST. 


NEW  YORK  STAMFORD  PRINCETON  PALM  BEACH  BOCA  RATON  NAPLES  DALLAS  COSTA  MESA  LOS  ANGELES  PORTLAND  GRAND  CAYMAN 


A  beef  glut  means  bargains  in  filet 
mignon.  And  the  price  of  Thoroughbreds 
is  running  behind  the  pack.  Whatever 
the  reasons,  the  cost  of  living  well  is 
relatively  flat  this  year. 

Sable 
is  stable 


By  Justin  Docbele 

The  bad  news  for  the  affluent  this 
year  is  that  thanks  to  the  Clinton  tax 
increases  most  prosperous  Americans 
are  paying  about  half  their  marginal 
income  to  federal,  state  and  local  gov- 
ernments. The  good  news  is  that  the 
Forbes  cost  of  living  extremely  well 
index  isn't  rising  much  faster  than  the 
Consumer  Price  Index.  This  summer 
the  Clewi  rose  3.7%,  the  cri  3%. 

The  stiffest  Clewi  rise,  other  than 
those  involving  foreign  currency  ex- 
change, was  in  season  tickets  to  the 
Metropolitan  Opera — up  10%.  A 
spokesman  shrugged  it  off:  normal, 
given  higher  costs  in  the  labor-inten- 
sive business  of  theater. 

One  reason  perhaps  for  the  relative 
stability  in  the  luxury  index  was  that 
demand  for  luxury  goods  was  rather 
sluggish.  The  expected  rush  to  buy, 
for  instance,  when  the  luxury  tax  was 
lifted  last  year  from  $100,000  cars 
and  furs  or  $500,000  yachts  was  a 
fizzle.  "You  got  a  Hash  of  response 
and  then  it  wasn't  there  anymore," 
summed  up  Susan  Sterne,  president 
of  Economic  Analysis  Associates. 

Faced  with  both  a  weak  dollar  and 
anemic  demand,  many  foreign  pro- 
ducers of  luxury  goods  are  simplv 
eating  their  currency  losses  rather 
than  raising  dollar  prices.  In  a  stron- 
ger market  they  would  simply  have 
passed  on  the  difference. 


Russian 
sable  coat 
Price:  $200,000, 
unchanged 
from  1993. 


Luxury  prices  flatten 


For  lots  of 
reasons  rich 
people  are 
nervous, 
dampening 
demand  for 
luxury  goods. 
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©  1994  United  Parcel  Service  of  America,  Inc 


UPS  Standard 


UPS  Expedited 


UPS  Express 


How  small  a  continent  do  you  want  to  make  it? 

UPS  just  made  doing  business  in  North  America  more  manageable  than  ever  before.  Because 
depending  on  your  schedule  and  budget,  you  can  now  choose  between  three  levels  of  door-to-door 
service  from  the  United  States  to  either  Canada  or  Mexico:  from  Standard  to  Expedited  to  overnight 
Express.  All  of  which  offer  tracking,  customs  clearance  and  shipment  pricing. 

Just  tell  us  when  your  packages  need  to  get  there  and  we'll  be  happy  to  adjust  the  siz,e  of 
the  continent  accordingly.  For  more  information  on  how  we  can  tailor  North  America  for 

you,  simply  call  us  at  1-800  PICK  UPS.  The  package  delivery  company  more  companies  count  on. 


ups 


t  of  living  well 


Most  of  the  purveyors  we  talked  to 
say  their  top-drawer  clientele  are  ner- 
vous, in  good  part  because  of  uncer- 
tainty about  health  plans,  about  taxes, 
about  interest  rates,  about  terrorism. 
"It's  coming  back,  but  it's  just  as 
likely  to  slip  if  our  politicians  make  the 


wrong  overture  during  a  major 
speech,"  explains  Kenneth  Williams, 
managing  director  of  British  custom 
shirt  maker  Turnbull  &  Asser.  "Now 
we  have  Hezbollah  dropping  bombs. 
That  will  have  some  deterrent  effect." 
Our  Clewi  has  run  steadily  ahead  of 


general  inflation  for  most  of  the  years 
from  1976.  Perhaps  the  flattening  out 
in  1994  was  an  anomaly,  but  coming 
as  it  did  in  a  year  when  affluent  folks 
got  clobbered  by  the  tax  collector,  the 
anomaly  couldn't  have  been  more 
welcome.  fM 


Forbes  cost  of  living  extremely  well  index 


 Price  

1976  1994 


Apparel 


%  change 
1993-94 


Coat/natural  Russian  sable, 

$40,000 

$200,000 

none 

Maximilian  at  Bloomingdale's 

Silk  Dress/Bill  Blass  Ltd.,  classic 

1,767* 

2,790 

none 

Loafers/Gucci 

89 

275 

none 

Shirts/1  dozen  cotton,  bespoke, 

448 

l,790t 

+11% 

Turnbull  &  Asser,  London 

Shoes/men's  black  calf  wing  tip, 

202 

1,8461 

+8 

custom-made,  John  Lobb,  London 

Educational  expenses 

School/preparatory,  Groton.  1-year  tuition, 

4,200 

21,850 

+4 

room,  board 

University/Harvard,  1-year  tuition,  room, 

5,900 

26,230 

+3 

board,  insurance 

Entertainment 

Catered  dinner/for  40,  Ridgewell's, 

2,200 

3,637 

+8 

Bethesda,  Md. 

Opera/2  season  tickets,  Metropolitan  Opera, 

480 

2,880 

+10 

Saturday  night,  box 

Food  at  home 

Caviar/beluga  malossol,  1  kilo, 

283 

1,411 

none 

Caviar  &  Fine  Foods,  LA 

Champagne/Dom  Perignon,  case, 

Sherry-Lehmann,  N.Y. 
Filet  mignon/7  pounds,  Lobel's,  N.Y, 

300 
50 

959 
119 

+4 
-5 

Food  away  from  home 

Dinner  at  La  Tour  d'Argent/Paris,  estimated 

34 

224t 

+13 

per  person  (including  wine  and  tip) 

Home  furnishings 

Piano/Steinway  &  Sons,  concert  grand, 

13,500 

66.100 

+6 

Model  D,  ebonized  ' 

Flowers  in  season/arrangements  for 

1,400 

6,000 

+8 

6  rooms,  changed  weekly, 
Christatos  &  Koster,  N.Y.,  per  month 

Sheets/set  of  embroidered  silk,  Pratesi, 

1,218 

5,090 

none 

queen-size 
Silverware/Kirk  Stieff  Co., 

1,341 

3,192 

+2 

Williamsburg  Shell  pattern, 

4-piece  place  setting  for  12 

Lodging  while  out  of  town 

Hotel/2-bedroom  suite,  park  view, 

333 

800 

+7 

The  Stanhope.  N.Y. 

Medical  care 

Face-lift/American  Academy  of  Facial 

4,000 

8,700 

+2 

Plastic  &  Reconstructive  Surgery 

Hospital/VIP,  Washington  Hospital  Center, 
Washington,  DC.  1  day,  concierge, 

325 

853 

+4 

security,  gourmet  meals 
Psychiatrist/Upper  East  Side.  N.Y., 

40 

175 

none 

 Price   %  change 

1976         1994  1993-94 


Personal  services 


Lawyer/established  N.Y.  firm, 

$80 

$400 

+7% 

partner,  estate  planning, 

average  hourly  fee 

Spa/The  Golden  Door,  California, 

1,250 

4,250 

+8 

basic  weekly  unit 

Toilet  goods  and  personal  care  appliances 

Perfume/1  oz.  Joy,  by  Jean  Patou 

100 

330 

none 

Sauna/U.S.  Sauna  &  Steam  Co., 

5,000 

10,770 

+8 

8x10x7  feet,  8-person,  cedar 

Sporting  goods 

Motor  yacht/Hatteras  60 

231,097 

1,509,900 

+5 

Sailing  yacht/Nautor's  Swan  68 

384,300 

2,100,000t 

+14 

Shotguns/pair  of  James  Purdey  &  Sons, 

20,000 

90,2811 

+10 

Griffin  &  Howe,  N.Y. 

Thoroughbred/yearling,  average  price, 

67,300 

233,325 

-1 

Keeneland  summer  select  sale 

Sports  facilities 

Swimming  pool/Olympic  (50  meters) 

192,308* 

525,000 

none 

Olympic  Swimming  Pool  Co.,  Forestville,  Md. 

Tennis  court/clay 

25,000 

45,000 

none 

Putnam  Contracting,  Inc.,  Plainville,  Conn. 

Toys  and  hobbies 

Train  set/G  gauge,  LGB,  at  Macy's,  N.Y. 

178 

550 

none 

Transportation,  private 

Airplane/Learjet  35A,  standard 
equipment,  certified,  10  passengers 

Helicopter/Sikorsky  S-76B,  full  executive 
options 

Automobile/Rolls-Royce  Silver  Spirit  III 
(formerly  Silver  Spirit  II) 


Transportation,  public 


Airline  ticket/British  Airways  Concorde, 
round-trip  N  Y  -London 


Utilities  and  public  services 


Telephone  call/10  minutes,  AT&T, 
N.Y.-London 


38. ( 


1,512 


5,247,000 
7,000,000 
173,700 

5,604 

10.08 


+6 
none 
none 

+3 

none 


Other  goods  and  services 

Cigars/Amversario  No.  1,  Dominican 

127* 

536 

+2 

Republic,  25  cigars,  Davidoff,  N.Y. 

Magazine/Forbes,  1-year  subscription 

15 

57 

+6 

Duffel  bag/Louis  Vuitton, 

391* 

675 

none 

Keepall  Bandouliere.  55  centimeters  . 

Watch/Patek  Philippe  classic  man's  gold, 

2,450 

9,600 

none 

leather  strap 

Purse/Hermes,  "Kelly  Bag,"  calf,  rigid, 

550 

3,800 

+3 

28  centimeters 

45  minutes,  standard  fee 


*Owing  to  new  products  and/or  suppliers,  prices  estimated  from  similar  products.    tBased  on  Sept.  19,  1994  exchange  rates,    tlntroduced  1978. 
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A     MESSAGE     FROM     LIEN     CHAN,     PREMIER,     REPUBLIC     OF  CHINA 


Why  Not? 

The  21  Million  People  of  the  ROC  on  Taiwan 
Yearn  for  a  Place  in  the  U.N. 

Why  not?"  This  question  has  been  on  the  minds  of  the  21  million  people  in  the  Republic  of  China  on 
Taiwan  for  a  long  time. 

The  United  Nations  has  consistently  touted  the  importance  of  freedom,  democracy  and  human  rights,  yet 
curiously  denies  the  ROC  its  due  respect  despite  the  remarkable  achievements  in  democratization  on 
Taiwan.  The  majority  of  the  ROC's  citizens  have,  of  their  own  free  will  and  in  a 
democratic  manner,  expressed  a  strong  desire  to  participate  in  the  U.N.  For  any 
country  that  truly  cherishes  freedom,  respects  human  rights,  supports  democracy, 
and  upholds  the  spirit  of  the  Universal  Declaration  of  Human  Rights  and  the  U.N. 
Charter,  there  is  no  reason  whatsoever  to  turn  a  deaf  ear  to  the  rightful  claim  of  the 
people  of  Taiwan. 

The  ROC  has  upheld  the  spirit  of  the  U.N.  Charter  in  terms  of  freedom,  democra- 
cy and  human  rights.  The  ROC's  economic  might  can  hardly  be  ignored  either. 
The  ROC  is  the  world's  1 3th-largest  trading  nation,  has  the  second-largest  foreign 
exchange  reserves,  and  ranks  25th  in  national  income. ,  Even  in  terms  of  popula- 
tion, the  ROC  would  be  in  the  top  third  of  the  184  U.N.  member  nations.  More 
importantly,  the  ROC  has  the  desire  and  the  ability  to  contribute  to  international 
order,  economic  and  trade  cooperation,  and  humanitarian  aid.   The  ROC  has  already  established  the 
International  Humanitarian  Relief  Fund  and  International  Economic  Cooperation  and  Development  Fund. 
It  also  has  45  technical  missions  toiling  in  32  developing  countries.  Since  the  United  Nations  upholds  the 
principle  of  universal  membership,  why  then  does  it  continue  to  say  "no"  to  the  ROC? 

Beijing's  opposition  to  giving  the  21  million  people  of  the  ROC  a  truly  representative  voice  in  the  U.N. 
arises  from  its  refusal  to  face  the  fact  that  Taiwan  and  the  Chinese  mainland  are  ruled  by  two  different 
governments.  Just  as  East  and  West  Germany  enjoyed  simultaneous  membership  in  the  U.N.  before  their 
reunification,  participation  of  the  ROC  on  Taiwan  in  this  major  international  organization  would  definitely 
bring  about  more  peaceful  contacts  between  Taiwan  and  the  mainland  and  further  help  pave  the  way  for 
China's  reunification.  It  is  not  only  logically  right  but  also  practically  necessary  that  the  21  million 
people  in  the  ROC  on  Taiwan  be  allowed  to  participate  in,  cooperate  with,  and  contribute  to  the  U.N.  as 
soon  as  possible. 


Lien  Chan 

Premier,  Republic  of  China 


Special  advertising  Supplement 


r-p>  _ 

■     aiwan  may  be  a  small  speck 
on  the  map  of  Asia;  however, 
this  tobacco-leaf-shaped  island 
I     of  21  million  people  ranks  as 
the  world's  20th-largest  econ- 
omy with  a  gross  national 
product  of  $220  billion.  Last  year,  hav- 
ing achieved  record  foreign  trade  of 
$  1 62  billion,  Taiwan  became 
the  world's  13th-largest  trading 
nation  and  is  well  on  its  way  to 
becoming  a  member  of  the 
world's  most  important  trade 
body  —  the  General  Agreement 
on  Tariffs  and  Trade  (GATT). 

The  dynamic  entrepreneurial 
spirit  found  throughout  this  "little 
dragon"  —  personified  by  busi- 
ness leaders  such  as  Y.C.  Wang 
of  Formosa  Plastics,  Stan  Shih 
of  the  $1.9  billion  Acer  Group, 
and  C.  F.  Koo,  founder  of 
Chinatrust  Commercial  Bank 
and  Taiwan  Cement  —  is  now 
being  exported  to  other  countries 
in  the  region,  a  move  partly  fueled  by 
rising  land  and  labor  costs  at  home. 
Hence,  Taiwan  now  ranks  as  the  second- 
largest  investor  in  Asia,  employing 
thousands  of  people  in  factories 
stretching  from  mainland  China  to 
Vietnam  and  Malaysia. 

Out  of  this  bustling  activity,  an  attrac- 
tive market  has  emerged,  along  with  a 
rapidly  expanding  middle  class.  Per 
capita  GNP  has  jumped  from  only  $964 


in  1975  to  $10,566  —  the  25th  highest 
in  the  world.  By  the  end  of  the  decade  it 
is  expected  to  reach  $20,000. 

Despite  a  worldwide  recession, 
Taiwan's  economy  enjoyed  an  average 
growth  rate  of  5.94%  in  1993,  and  is 
expected  to  achieve  about  6%  in  1994. 
This  growing  affluence  has  increased 


Taiwan's  retail  sales  by  10%  annually, 
and  has  spurred  such  well-known 
American  outlets  as  TGI  Fridays,  Dan 
Ryan's  and  Hard  Rock  Cafe  to  set  up 
shop  in  bustling  Taipei. 

Tourists  are  beginning  to  discover 
Taiwan's  near-deserted  expanses  of 
clean  beaches,  soaring  mountains,  bam- 
boo forests  and  pristine  lakes  —  all 
within  an  easy  drive  of  the  capital. 
Attractions  such  as  these,  along  with  the 


easing  of  visa  restrictions,  are  expected 
to  bring  more  than  280,000  American 
visitors  in  1994. 

With  its  stable  government,  central 
location  in  the  Asian  Pacific,  large  pool 
of  superior  manpower  resources  and 
good  infrastructure,  Taiwan  is  seen  by 
many  as  an  attractive  location  for  invest- 
ment. This  year,  U.S.  Senator 
Paul  Simon  described  Taiwan 
as  "friendly,  democratic,  sta- 
ble and  prosperous." 

These  were  some  of  the  rea- 
sons why,  in  its  1994  report, 
Business  Environment  Risk 
Assessment  S.A.  ranked 
Taiwan  third  in  the  world  in 
terms  of  profit  opportunity 
recommendation.  More 
recently,  the  Economist 
Intelligence  Unit  rated 
Taipei's  operating  costs  lower 
than  those  of  Hong  Kong  and 
Singapore.  "Taiwan  offers 
superior  conditions  in  terms  of 
economic  development,"  says  Economic 
Affairs  Minister  P.K.  Chiang. 

THE  ISOLATION 
OF  TAIWAN 

Despite  Taiwan's  growing  presence 
on  the  world  stage,  it  has  been  largely 
barred  from  the  arena  of  international 
politics.  Aside  from  being  excluded 


All  figures  are  quoted  in  U.S.  dollars. 


TAIPEI  WORLD  TRADE  CENTER 


LOOKING 
FOR  THE 

RIGHT 

BUSINESS 

PARTNER 
IN  ASIA? 

WE'LL  HELP  YOU 

FIND  HIM. 

Finding  the  right  trading  partner 
in  Asia  is  often  the  toughest 
part  of  doing  business  here. 
The  Taipei  World  Trade  Center 
makes  things  a  little  easier. 
We'll  help  you  tap  into  the  long 
list  of  products  that  are  made 
in  Taiwan.  And  even  products 
made  in  other  Asian  countries, 
by  Taiwan  manufacturers. 
Like  sports  shoes  made  in 
lard  or  computer  monitors 
alaysia-all  at  competitive 
es.ln  fact  you'll  find  just 
t  any  product  made  any- 
e  in  Asia  from  the  Taipei 
d  Trade  Center.  So  if  you're 
cing  in  Asia,  see  us  first. 


#  Taipei  Werli 
'.  r  Trade  Center 


The  Taipei  World  Trade  Center  complex  includes  Exhibition  Hall, 
International  Trade  Building,  Grand  Hyatt  Taipei  and  Convention  Center. 


Chine  External  Ttatle 
fleyelepiMttt  Council 

yi  Road.  Sec.  5.  Taipei.  Taiwan,  R.  0.  C. 
86-2)725-1111  Fax:{886-2}725-1314 
Office:  CETDC,  inc..  New  York 
2-730-4466  Fax:212-730-4370 
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from  the  United  Nations,  it  is  shut  out  of 
important  institutions  such  as  the 
International  Monetary  Fund,  the  World 
Bank  and  the  Association  of  Southeast 
Asian  Nations. 

The  main  reason  for  Taiwan's  isolation 
is  the  frustrating  diplomatic  blockade 
maintained  by  Beijing,  which  threatens  to 
penalize  certain  countries  for  warming  up 
to  Taiwan. 

When  it  comes  to  negotiating  bilateral 
or  multilateral  agreements,  the  lack  of 
international  recognition  is  a  huge 
headache  for  Chiang  and  his  deputies  in 
the  Ministry  of  Economic  Affairs.  "We 
can't  discuss  issues  openly  and  we  can't 
have  official  contact  with  many  coun- 
tries to  negotiate  to  protect  our  interests. 
When  international  organizations 
prepare  rules  and  standards  we  are 
not  participating  in  the  negotia- 
tions. We  can't  have  any  first- 
hand information." 

But  the  process  appears  to  be 
getting  easier,  partly  due  to  an 
aggressive  but  pragmatic  interna- 
tional campaign  launched  under 
the  stewardship  of  President  Lee 
Teng-hui,  Taiwan's  first  native- 
born  leader  and  a  graduate  of 
Cornell  and  Iowa  State  universities. 

Using  a  subtle  approach  dubbed 
"holiday  diplomacy,"  Lee  has 
managed  to  nudge  some  of 
Taiwan's  neighbors  in  the  region 
into  beginning  pragmatic  relations 
in  a  way  that  does  not  offend 
Beijing.  Taiwan  officials  are  telling 
the  world  that  the  harsh,  authoritar- 
ian days  are  over  and  that  the 
island  has  evolved  into  a  democratic, 
pluralistic  society.  A  bold  democratization 
process  has  brought  direct  elections  and 
resulted  in  opposition  members  occupy- 
ing many  seats  in  the  Legislative  Yuan. 

The  Clinton  Administration,  in  a  long- 
awaited  revision  of  policy  toward 
Taiwan,  is  working  to  relax  its  ban  on 
official  contacts  with  Taiwanese  offi- 
cials. "We  don't  expect  to  see  any  magic," 
says  Dr.  James  Chu,  the  American- 
educated,  deputy  secretary  general  of  the 
ruling  Kuomintang  Party.  "What  we 
expect  is  a  step-by-step  change." 

Eric  Chiang  of  Taiwan's  Government 
Information  Office  sums  up  the  annoy- 
ance felt  by  most  citizens:  "We  want  the 
world  to  know  that  we  are  not  happy 


with  this  pariah  status,  that  we  deserve 
to  be  treated  as  an  active  member  of  the 
international  community." 

In  spite  of  its  isolation,  Taiwan 
manages  to  make  its  presence  felt 
throughout  the  region.  Aside  from 
exporting  billions  of  dollars  in  invest- 
ment funds,  Taiwan  provides  loans  and 
grants  to  less-developed  countries 


Hsinchu  Science  Park 


through  the  $1.2  billion  International 
Economic  Cooperation  Development 
Fund.  And  through  Taiwan's 
Humanitarian  Relief  Fund,  money  is 
donated  to  important  projects  in 
Rwanda,  Kuwait  and  Eastern  Europe. 

A  TRADING 
POWERHOUSE 

Exports  have  been  the  engine  of 
Taiwan's  phenomenal  economic  perfor- 
mance, and  the  annual  growth  in  trade 
figures  has  been  nothing  short  of 
astounding.  In  1982,  total  trade  amounted 
to  only  $300  million.  Last  year,  Taiwan 
exported  $84.92  billion  worth  of  goods 


and  imported  $77.06  billion  —  all  in  all  a 
6%  rise  over  1992. 

Recent  statistics  show  steady  reduc- 
tions in  trade  surpluses  with  the  United 
States.  Since  1989,  the  surplus  has  fallen 
from  $12  billion  to  $6.7  billion  last  year. 

At  the  same  time,  the  profile  of 
Taiwan's  exports  has  changed,  becom- 
ing dominated  by  technology-intensive 
products.  The  leading  exports  in  1993 
were  electronics,  machinery,  and  infor- 
mation and  computer  products. 
Electronic  products  exports  alone 
increased  by  17.6%  last  year. 

Taiwan  is  ranked  as  the  world's 
leading  exporter  of  computer  mother- 
boards and  mouses,  and  is  a  world  leader 
in  advanced  computers,  scanners, 
keyboards  and  monitors.  Information 
technology  has  evolved  into  a  $10 
billion  industry,  dominated  mostly 
by  small  players. 

Amid  all  of  this,  Taiwan  has 
taken  steps  to  become  a  more 
responsible  trading  partner,  signing 
various  agreements  to  safeguard 
such  areas  as  intellectual  property 
rights,  and  has  introduced  laws  cov- 
ering copyrights,  cable  TV,  video 
reproduction,  integrated  circuit 
design  and  wildlife  conservation. 

INFRASTRUCTURE 
DEVELOPMENT 

The  Six- Year  National  Develop- 
ment Plan  is  a  set  of  development 
guidelines  designed  to  modernize 
Taiwan.  But  for  practical  reasons, 
Taiwan  decided  to  streamline  projects 
under  the  plan  to  take  into  account  the 
financial  constraints  of  managing  775  pro 
jects  that  would  cost  $301.8  billion. 
Expectations  had  to  be  modified  because 
of  temporary  shortages  of  skilled  and: 
unskilled  workers,  a  lack  of  construction 
materials,  difficulties  in  acquiring  land  for 
public  construction  and  the  overall  fiscal 
status  of  the  government. 

Instead,  the  plan  will  be  scaled  down 
to  632  projects  worth  $223.7  billion  and 
will  be  carried  out  over  a  time  frame  of 
more  than  six  years.  For  the  fiscal  years 
from  1995  to  1997,  $105.7  billion  will  be 
available  to  the  public  sector  for  imple- 
menting projects  under  the  plan;  of  the  632 
projects,  69  have  already  been  completed. 


UNITING  THE  WORLD  THROUGH  TRADE 


WE'VE  BEEN  WAITING 
FOR  THE  GREEN  LIGHT 
FOR  OVER  23  YEARS 


The  21  million  people  living  in  the 
Republic  of  China  on  Taiwan  have  not  been 
represented  in  the  United  Nations  since 
1971 . 

We  are  the  13th  largest  trading  nation 
in  the  world,  and  we've  accumulated  one 
of  the  world's  largest  reserves  of  foreign 
exchange.  To  share  our  hard  earned 
prosperity  with  others,  we've  set  up 
an  International  Economic  Cooperation 
Development  Fund  and  an  International 
Relief  Fund. 

We  really  do  want  to  meet  our  obligations 
to  the  international  community  by  helping 
nations  in  need.  The  problem  is  that  our 
democratically  elected  representatives  are 
not  allowed  into  numerous  international 
organizations.  The  Chinese  communists 
claim  they  represent  us  and  block  our 
participation  in  the  United  Nations  and  other 
important  international  bodies. 

The  fact  is,  China  has  been  divided  into 
two  separate  political  entities  for  more  than 
four  decades.  Like  Korea,  both  sides  deserve 
recognition. 

We  call  on  the  world  community  to  give 
us  a  green  light  and  allow  us  to  meet  our  in- 
ternational obligations.  We've  been  ready 
and  willing  for  a  long  time  now. 
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Armed  with  sophisticated  database, 
channels  of  media,  networks  of  £.\ 
consultandy  in  management, 
head  hunting,  and 
public  relations. 
EXC  group  proud  to  be 
your  value-added  advisor. 


The  right  tools 

lor  the  smart  capitalist! 


The  key  sectors  under  this  revised 
program  include  transportation,  culture 
and  education,  science  and  technology, 
telecommunications,  energy,  environ- 
mental protection  and  manufacturing. 
"The  opportunities  are  still  there,"  says 
Chiang,  the  Economics  Affairs  Minister. 
"People  just  anticipated  too  much  too 
early  on." 

MOVING  TOWARD 

ECONOMIC 

LIBERALIZATION 

Taiwan  would  like  to  become  an 
"operations  center"  for  multinational 
companies  in  the  Asian  Pacific  and  has 
aspirations  to  take  on  many  of  the  finan- 
cial functions  now  performed  in  Hong 
Kong  and  Tokyo.  In  order  to  do  this, 
Taiwan  realizes  that  significant  restruc- 
turing of  its  financial  markets  is  needed. 

In  1992,  the  Ministry  of  Finance  lifted 
restrictions  on  the  chartering  of  new 
banks  to  increase  competition.  Further 


changes  were  made  in  July,  when  curbs 
on  foreign  banks  were  eased  further, 
allowing  more  branches  and  Taiwan 
dollar-denominated  deposits. 

"We  are  trying  to  solve  all  the  prob- 
lems businesses  are  facing,"  says  Chiang. 
"And  we  have  the  determination  to 
overcome  these  problems." 

He  added  that  the  negative  list  for 
investments  —  including  health  care  and 
agricultural-related  projects  —  is  con- 
stantly being  reviewed  and  pared  down: 
"There  is  pressure  on  us  to  reduce  the 
negative  list  as  much  as  possible.  If  we 
are  going  to  enter  GATT  we  will  need  to 
confront  it." 

PROMOTING 
TRADE:  CETR  A 

To  promote  better  trade  ties  between 
Taiwan  and  the  rest  of  the  world,  the 
government  and  the  private  sector 
joined  hands  in  1970  to  launch  the 
China  External  Trade  Development 
Council  (CETRA),  which  operates  42 
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offices  in  21  countries.  Its  mission  is  to 
gather  trade  information,  conduct 
market  research,  promote  Taiwan  prod- 
ucts, organize  exhibitions  and  offer 
convention  venues. 

The  concept  has  been  so  successful 
that  on  any  given  business  day,  more 
than  3,000  international  traders  make 
contact  with  CETRA's  experts,  computer 
databases  and  reference  libraries. 

Another  part  of  CETRA's  mandate  is 
to  encourage  imports,  and  CETRA  does 
this  through  its  four  offices  in  the  United 
States.  The  offices  located  in  New  York, 
San  Francisco,  Chicago  and  Miami  help 
marry  American  exporters  with  local 
importers  and  distributors.  CETRA's 
contacts  are  also  used  as  a  springboard 
for  other  markets  in  the  booming  Asia- 
Pacific  region. 

The  centerpiece  of  CETRA  is  the 
impressive  Taiwan  World  Trade  Centre 
-  the  venue  for  more  than  20  interna- 


tional trade  shows  each  year.  Marketed 
as  a  four-in-one  complex,  the  state-of- 
the-art  facility  combines  an  exhibition  hall 
for  trade  shows,  an  International  Trade 
Building,  the  Taipei  International 
Convention  Centre  and  the  five-star  Grand 
Hyatt  Taipei. 
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CETRA  has  succeeded  to  such  an 
extent  that  some  1,000  delegates  and 
trade  mission  members  from  around  the 
world  will  be  flocking  to  the  Taipei 
World  Trade  Centre  from  October  1 7  to 
20  for  the  Association  of  World  Trade 
Centers'  25th  General  Assembly. 

Based  on  the  theme  "Uniting  the  World 
Through  Trade,"  the  conference  is 
designed  to  promote  a  global  approach  to 
economic  cooperation  and  development. 
One  of  the  key  panel  discussions  on  this 
theme  will  be  moderated  by  Economic 
Affairs  Minister  P.K.  Chiang  and  will 
include  speakers  from  renowned  academic 
institutions,  the  European  Community  and 
Japan's  Economic  Foundation. 

During  the  convention,  CETRA  will  be 
holding  the  1994  Taipei  International  Fair 
in  one  of  its  heavily  utilized  exhibition 
halls.  Fair  organizers  promise  to  showcase 
a  concept  that  is  entirely  new  to  the  trade 
show  business:  Exhibitors  will  have  dis- 
plays that  highlight  the  best  their 
respective  countries  have  to  offer  in 
trade,  business,  investment  and  tourism. 
A  "Business  Opportunities"  processing 
station  will  be  available  to  help  partici- 
pants conduct  matchmaking  sessions. 

Last  years  TIF  was  attended  by 
companies  from  64  nations,  drew  more 
than  60,000  visitors  and  generated  $16 
million  in  on-the-spot  transactions  and 
some  $180  million  in  subsequent 
business.  This  year's  TIF  is  expected  to 
be  even  bigger  and  better.  "The  events 
offer  an  unmatched  combination  of  busi- 
ness opportunities  for  visiting  delegates," 
says  Sam  Lee,  deputy  secretary  general 
of  CETRA. 

HS1NCHU  SCIENCE- 
BASED  PARK 

Many  foreign  firms  that  have  invested 
in  Taiwan  have  discovered  the  island  has 
a  greater  number  of  outstanding  high- 
tech personnel  than  the  neighboring 
countries  of  Southeast  Asia. 

When  the  highest-ranking  mainland 
Chinese  official  ever  to  visit  Taiwan 
came  to  the  island  in  August, 
he  wanted  to  see  firsthand  the  birth- 
jplace  of  the  island's  high-technology 
business.  His  hosts  drove  him  one 
hour  south  of  Taipei  to  a  1,500-acre 
industrial  park  in  Hsinchu. 


* 


IHIHHHHHLtfril 

The  people  you  need  to  make 
your  Asian  venture  a  success 
are  at  Hsinchu,  Taiwan. 

When  you  locate  your  company  in  Taiwan's  Hsinchu  Science-based 
Industrial  Park  (HSIP).  you  will  gain  access  to  the  best  technical  talent  in 
Asia.  Founded  in  1980,  the  HSIP  has  long  been  a  mecca  for  the 
outstanding  local  university  graduates.  Skilled  in  production  engineering 
and  industrial  processes,  these  young  engineers  assure  the  smooth 
operation  of  companies  in  the  park. 

Investment  incentives  and  easy  sourcing  of 
components  are  some  additional  advantages 
you  will  enjoy.  Located  in  Taiwan,  the 
HSIP  is  in  the  heart  of  Asia,  with  strong 
communication  and  transportation  links 
throughout  the  region. 

More  than  150  multinational  and  domestic  high-tech  companies  have 
chosen  the  HSIP.  Isn't  it  time  you  found  out  more  about  the  fastest  growing 
science  park  in  Asia? 


THE  SCIENCE-BASED  INDUSTRIAL  PARK,  WHERE  IDEAS  BLOSSOM. 

Investment  Service  Division,  Hsinchu  Science-based  Industrial  Park 

2,  Hsin  Ann  Rd.,  Hsinchu,  Taiwan,  R.O.C. 
Tel:  886-35-773311  Fax:886-35-7  76222 
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BOARD  OF  FOREIGN  TRADE 


Most  foreign  business  people  and  eompanies  thai  do 
business  in  this  regional  economic  powerhouse  will,  at  one 
time  or  another,  encounter  officials  from  the  Board  of 
foreign  Trade  (BOFT).  One  of  the  most  important  functions  of  this 
government  body  is  to  implement  the  trade  liberalization  policies, 
which  range  from  lowering  tariffs  to  easing  import  controls  and  simpli- 
fying import  and  export  procedures. 

Strengthening  economic  and  trade  relations  with  Taiwan's  trading 
partners  is  another  major  responsibility  of  the  BOFT.  The  BOFT  is 
also  behind  efforts  to  protect  intellectual  property  rights. 

The  BOFT's  policy  is  to  maintain  a  highly  flexible  approach  to  the 
rapidly  changing  international  economic  environment.  It  participates 
in  the  activities  of  such  international  economic  and  trade  organiza- 
tions as  the  Asia  Pacific  Economic  Cooperation  (APEC)  and  the 
General  Agreement  on  Tariffs  and  Trade  (GATT). 

In  addition,  the  BOFT  keeps  a  close  eye  on  the  trade  imbalances  in 
Taiwan's  trade  relations.  Significant  progress  is  being  made  through 
the  diversification  of  import  and  export  markets. 

Board  of  Foreign  Trade 
Ministry  of  Economic  Affairs 
1  I  lu  Kou  Street, 
Taipei,  Taiwan,  R.O.C. 
Tel:  (886-2)  351-0271 
Fax:  (886-2)  351-3603 


The  Science-Based  Industrial  Park, 
also  known  as  Taiwan's  version  of 
Silicon  Valley,  owes  much  of  its  success 
to  the  role  played  by  returning 
U.S. -educated  Taiwanese  engineers. 
Comfortable  housing,  bilingual  schools, 
state-of-the-art  factories  and  wide-open 
spaces  arc  sonic  of  the  attractions. 

Now  in  its  14th  year  of  operation,  the 
park  has  expanded  to  include  industries 
ranging  from  integrated  circuits,  comput- 
ers and  peripherals  to  telecommunications 
and  bioengineering.  Together  they  gener- 
ated nearly  $5  billion  in  sales  last  year. 

With  15  to  20  new  companies  each 
year  and  existing  tenants  wanting  to 
expand  their  facilities,  the  time  has  come 
to  expand  the  park  and  to  construct  new 
parks  elsewhere  in  Taiwan.  By  the  end  of 
1994,  another  300  acres  will  become 
available  in  a  neighboring  county. 

"We  are  working  our  tails  off  trying  to 
find  more  space,"  says  Steve  llsieh,  the 
direcloi  general  of  the  science  park,  who 
holds  a  doctoral  degree  from  the 
University  of  Wisconsin.  "Gradually  we 
will  fill  the  island  up  with  science  parks. 


People  will  talk  about  a  'science  island' 
not  just  a  'science  park.'  " 

CHINATRUST 
COMMERCIAL  BANK 

A  good  example  of  the  flexibility  of 
Taiwan's  corporate  structure  is 
Chinatrust  Commercial  Bank,  which 
has  just  celebrated  the  second  anniver- 
sary of  its  conversion  from  a  trust 


Taipei  World  Trade  Centre  Complex 


company  to  a  commercial  bank. 

With  more  than  28  years  of  experience 
behind  it,  the  bank  has  announced 
impressive  expansion  plans,  ranging  from 
increasing  its  financial  products  to  opening 
overseas  offices.  "Our  long-term  goal  is 
to  elevate  Chinatrust  into  one  of  the 
world's  100  largest  banks  while  aspiring 
to  become  a  global  Chinese  bank,"  says 
Chairman  and  CEO  Jeffrey  Koo. 

Chinatrust' s  network  of  domestic 
branches  now  numbers  26,  and  represen- 
tative offices  have  been  opened  in 
London,  Jakarta,  Manila  and  Hong  Kong. 

Chinatrust  has  a  reputation  of  always 
being  a  step  ahead  of  other  financial 
institutions:  In  1974,  it  became  the  first 
company  to  issue  credit  cards  in  Taiwan, 
and  last  year  it  became  the  first  privately 
owned  Taiwanese  bank  to  open  a  repre- 
sentative office  in  Hong  Kong. 

TAIWAN  CEMENT 
CORPORATION 

One  of  the  companies  that  has  been 
behind  Taiwan's  breathtaking  growth 
since  1946  is  the  Taiwan  Cement 
Corporation.  The  Taipei-based  firm 
manufactures  cement  for  domestic 
consumption  and  export,  as  well  as  a 
variety  of  paper  products. 

Eager  to  participate  in 
the  growing  environmen 
tal  protection  movement, 
Taiwan  Cement  bid  for  a 
garbage-recovery  plant 
construction  project 
last  year. 

Overseas,  Taiwan 
Cement  has  invested  in 
companies  located  in 
Thailand  and  Indonesia 
Its  facility  in  Suao,  which 
has  an  annual  capacity  ol 
3.8  million  metric  tons, 
was  the  first  cement 
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ilant  in  Taiwan  to  receive  the  prestigious 
SO  9002  seal  for  quality  control. 

By  the  end  of  1994,  Taiwan  Cement 
lopes  to  have  sold  5.8  million  metric 
cms  of  cement  and  clicker,  and  2.65 
riillion  cubic  meters  of  ready-mixed 
oncrete,  in  addition  to  paper,  paper 
iroducts  and  cement  bags. 

LVA  AIRWAYS 

Symbolic  of  Taiwan's  growing  pres- 
nce  internationally  is  EVA  Air,  the 
sland's  newest  carrier.  In  three  years, 
he  airline  has  acquired  20  jets  that  fly  to 
2  destinations  worldwide.  Aside  from 
laving  one  of  the  most  modern  fleets  in 
^sia,  EVA  was  the  first  international 
arrier  to  offer  four  classes  of 
ervice:  Super  First  Class,  Super  Deluxe 
"lass,  Economy  Deluxe  Class  and 
iconomy  Class. 

No  matter  what  the  destination,  EVA 
2ts  offer  business  travelers  seven  video 
hannels  and  a  wide  variety  of  meal 
hoices.  "Every  market  has  the  same 
mportance  to  us,"  says  an  EVA 
pokesperson.  "And  we  have  always 
laintained  a  strong  reputation  for 
roviding  quality  service  and  facilities  to 
usiness  travelers." 

\  PARTNER  IN  THE 

NTERNATIONAL 

MARKETPLACE 

!  For  foreign  traders  planning  to  turn  to 
Taiwan  as  a  stepping  stone  for  moving 
lto  Asia's  fast-growing  markets,  the 
oard  of  Foreign  Trade  (BOFT)  is  one  of 
;ie  key  government  institutions  that  can 
rovide  helpful  assistance, 
i  The  BOFT  is  implementing  various 
measures  to  adjust  Taiwan's  trade 
ibalances  and  to  help  Taiwan  assume  a 
(•eater  role  in  the  international  economy 
rough  participation  in  such  organiza- 
ons  as  the  General  Agreement  on 
tariffs  and  Trade  and  the  Asia  Pacific 
::onomic  Cooperation.  Recently,  the 
'  OFT  announced  that  Taiwan's  trade 
iirplus  in  1993  dropped  16.8%  to 
I)  billion  —  its  lowest  level  since  1984. 


i  ritten  by:  Michael  Bociurkiw 
!;sign:  Leslie  Singer  Design,  NYC 


TAIWAN  CEMENT  CORPORATION 

16-5  Tehwei  Street  Taipei  104,  Taiwan,  Republic  of  China 
Cable  :  CEMTWAN    Tel :  (02)586-5101    Telex  :  22352  CEMTWAN 
Fax :  8862-586-233  7    Board  Chairman  CF.Koo 


You  are  going  to  see 
Chinatrust  everywhere 


Chinatrust  Commercial  Bank  is  one  of  the 
largest  private  banks  in  Taiwan  ,  with  26 
branches  islandwide.  Furthermore,  China- 
trust  Commercial  Itank  is  setting  up  bran- 
ches or  representative  offices  in  Hons 
Kong,  Jakarta,  Manila,  London,  Bangkok, 
Hanoi,  Tokyo,  New  York,  New  Delhi  and 
Paraguay  to  provide  comprehensive  services 
to  our  customers. 

Chinatrust  Commercial  Bank's  major  serv- 
ices include:Trade  Financing,  Foreign  Fxch- 
ange.  Money  Market,  Syndicated  Loans,  Sec- 
urities underwriting  and  trading,  Correspon- 
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dent  Banking.  Please 
Ching  Mai 
line  886- 
for  more 
informa- 


contact  Mr. 
Wu  (direct 
2-7188658) 
detailed 
lion. 


A  Global  Chinese  Bank 

CHINATRUST  COMMERCIAL  BANK 

122  Tunhwa  North  Road.  Taipei,  Taiwan 
Tel:886-2-71 92858   Fax  886-2-71 60676 


Where  oil  and  real  estate  people  once 
dominated  The  Forbes  Four  Hundred, 
today  the  new  people  are  coming  from 
entertainment,  computers  and 
communications.  Ticket  for  admission 
this  year:  $310  million. 

Edited  by  Harold  Scneker  with  Dolores  Lataniotis 
Reported  by  Alexandra  Alger,  Michael  Noer  and 
Frank  Wolfe 

with  assistance  from  Jordana  Horn  and  Reed  Martin 
Photo  research  by  Lorna  Bieber 

Tin  ri  a  ri  2  Fords  and  3  Rockefellers  on  The  Forbes  Four 
Hundred,  and  1  1  tin  Touts  and  8  Gettys,  but  4  in  5  of  the 
members  arc  self  made.  The  Forbes  Four  Hundred  is  a 
club  where  you  must  renew  your  membership  every  year: 
Nearly  two-thirds  of  the  names  on  our  1994  roster  are  new 
since  our  list  often  years  ago. 

This  constantly  replenished  pool  of  capitalist  leadership 
reflects  in  good  part  the  fast  changes  in  the  American 
economy  and  in  American  society.  Real  estate  and  oil  and 
gas,  between  them  accounting  for  over  a  third  of  the 
members  in  1984,  account  for  about  one  in  five  this  year. 
That  shift  reflects  in  good  part  the  slowing  of  inflation,  a 
process  that  has  made  hard  assets  less  valuable,  ideas  and 


innovation  more  valuable.  But  even  among  the  newer 
industries  there  were  great  shifts  in  wealth. 

Take  computers.  Apple  Computer  cofounder  Steve 
Jobs  was  an  early  computer  Four  Hundred  member,  but 
he  dropped  off  when  Apple's  relative  worth  declined.  The 
same  forces  that  eroded  Jobs1  wealth  created  new  comput- 
er magnates — among  them  Dell  Computer's  Michael  Dell 
(p.  234),  Microsoft's  Bill  Gates  (p.  103),  Oracle's  Larry 
Ellison  (p.  114)  and,  new  to  the  list  this  year,  Gateway 
2()00's  Waitt  brothers,  Norman  and  Theodore  (p.  204). 

The  table  opposite  shows  how  the  members  of  The 
Forbes  Four  Hundred  came  by  their  money  in  1984  and 
how  the  people  on  this  year's  list  did.  Inheritance,  oil  and 
gas  and  real  estate  have  declined  in  importance;  finance, 
technology,  entertainment  and  retailing  have  gained. 
(  Totals  don't  add  to  400  because  some  Four  Hundred 
members  appear  in  more  than  one  category.) 

Departing  Four  Hundred  member  Bill  Ziff,  retired  at 
64  (see  story,  p.  350),  maintains  that  luck  plays  a  huge  role 
in  determining  who  makes  it  and  who  doesn't.  No  doubt 
luck  plays  a  big  part.  Had.it  not  been  for  the  accident  that 
Sumner  Redstone's  father  owned  a  chain  of  drive-in  movie 
theaters  (see  story,  p.  40),  Redstone  might  have  remained 
an  attorney  rather  than  become  an  entertainment  mag- 
nate. Bill  Gates  puts  it  in  terms  of  chaos  theory,  saying 
"My  success  just  proves  that  life  is  chaotic  .  .  .  some 
butterfly  did  the  right  thing  for  me"  (Forbes  ASAP,  Feb. 
28).  Had  the  flutter  of  a  butterfly's  wing  not  arranged  for 
Peter  Nicholas  and  John  Abele  to  meet  accidentally  at  a 
children's  soccer  game,  the  brilliant  team  that  built  Boston 
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Scientific  (see story,  p.  58)  would  probably  not  have  existed. 

But  chance  is  clearly  only  part  of  the  story.  Gates  and 
Redstone,  Abele,  Nicholas  and  Ziff,  each  in  his  way, 
grabbed  at  the  opportunities  chance  presented  them  and 
drove  the  opportunities  as  hard  as  they  could.  Moreover, 
each  had  a  clear  vision  of  where  changing  technology  and 
demographics  were  taking  society. 

The  Forbes  Four  Hundred  is  fluid  geographically.  New 
York  State,  home  to  83  members  in  1984,  has  only  53  this 
year;  the  highest  taxes  in  the  U.S.  outside  Alaska  apparent- 
ly helped  persuade  many  of  the  rich  that  New  York  was  a 
great  place  to  visit  but  not  a  great  place  to  live.  Texas  lost, 

The  rich  get  richer 

Minimum  cutoff  for  The  Forbes  Four  Hundred  ($millions) 
$350 


Scala/Art  Resource,  N.Y. 

too,  owing  partly  to  the  decline  in  oil's  fortunes. 

California  was  a  big  gainer:  up  to  80  from  53,  thanks  in 
good  part  to  the  prospering  fortunes  of  the  computer  and 
entertainment  businesses.  There  was  a  noticeable  shift  of 
wealth  from  the  old  centers  to  smaller  states  and  towns: 
Utah  to  7  from  2;  Washington  State,  8  from  1 ;  Tennessee, 
8  from  4;  Bill  Clinton's  Arkansas,  1 1  from  6.  wm 


As  the  chart 
(left)  shows,  even 
after  adjusting 
the  minimum  re- 
quired to  join  The 
Four  Hundred,  the 
rich  are  staying 
well  ahead  of 
inflation.  But  the 
table  shows  that 
as  new  fortunes 
emerge,  old  ones 
diminish  in 
importance. 


Creative  destruction 

Number  of  members 
1984  1994 


Winners 

Technology1 

15 

35 

Retailing 

19 

37 

Finance2 

48 

65 

Entertainment3 

8 

22 

Losers 

Inheritance 

146 

82 

Real  estate 

71 

26 

Oil  &  gas 

74 

37 

Heavy  manufacturing 

95 

69 

Media4 

59 

38 

Agriculture 

.  21 

13 

'82  '84  '86  '88  '90  '92  '94 


'Including  communications.  2Bankmg,  commodities, 
investments,  insurance,  including  gambling,  lodging, 
restaurants.  "Including  publishing,  cable  TV. 
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Bill  Gates  with  corporate  artwork  at  Microsoft  headquarters  in  Redmond,  Wash. 
The  gods  are  still  smiling,  the  Justice  Department's  antitrust  action 
has  been  settled,  and  the  much  anticipated  successor  program  to  Windows 
is  due  out  next  year.  Holding  $9.35  billion,  do  I  hear  $10  billion? 
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William  Henry  Gates  III 

Microsoft.  Seattle.  38.  Married.  Fa- 
ther prominent  Seattle  lawyer;  moth- 
er (d.  1994)  regent  of  U.  ofWashing- 
ton.  Brilliant  student,  dropped  out  of 
Harvard  to  cofound  Microsoft  Corp. 
with  older  Lakeside  School  classmate 
Paul  G.  Allen  (which  see)  1975;  built 
world's  largest  software  company. 
Acquired,  developed  operating  sys- 
tem for  IBM's  first  PC  1981;  Microsoft 
gets  licensing  fee  each  time  machine 
legally  using  MS  DOS  is  sold.  And  then 
there's  Windows.  Gates  drew  Ross 
Perot's  interest  in  early  20s  but  stayed 
independent.  Married  Microsoft  ex- 
ecutive Melinda  French  New  Year's 
Day  1994  in  Hawaii;  still  building 
$25  million  Seattle  waterfront  home. 
Favorite  books:  The  Catcher  in  the 
Rye,  A  Separate  Peace.  Hard  worker, 
brutally  candid — but  longtime  em- 
ployees well  rewarded.  Discusses  fu- 
ture with  Michael  Ovitz  et  al.  Sup- 
ports biotech  engineering,  has  invest- 
ed in  global  communications  network 
headed  by  Craig  McCaw.  Frequently 
on  road.  Recently  beat  Justice  De- 
partment charges  that  Microsoft  was 
violating  antitrust  laws.  With  stock 
up,  back  ahead  of  Warren  Buffett  as 
richest  man,  estimated  at  least  $9.35 
billion.  Gates  now  calling  The  Forbes 
Four  Hundred  "silly."  What's  next  to 
shoot  for?  "If  I'd  had  some  set  idea  of 
a  finish  line,  don't  you  think  I  would 
have  crossed  it  years  ago?" 


Warren  Edward  Buffett 

Stock  market.  Omaha.  64.  Married,  3 
children.  M.S.  Columbia.  As  legend 
has  it,  read  Benjamin  Graham's  book 
The  Intelligent  Investor  as  college  se- 
nior. Sought  out  Graham  as  mentor, 
studied  at  Columbia  Business  School 
and  Graham's  Zvlanhattan  investment 
firm;  learned  to  hunt  for  undervalued 
securities.  Started  investment  part- 
nership age  25  with  $100,000;  after 
thirtyfold  increase,  dissolved  1969  at 
speculative  market  peak.  Age:  39. 
Picked  up  textile  firm  Berkshire  Hath- 
away 1965;  added  insurance  arm  as 
investment  vehicle  (capital  gains  low- 
taxed);  rest,  history.  Favors  Omaha 
over  Wall  Street:  used  corporate  jet 
called  Indefensible  so  much  in  shut- 
tling to  New  York  and  Washington  to 
salvage  Salomon  investment  amid 
price-fixing  scandal,  reportedly  began 


Warren  Buffett,  the  world's  most  successful  investor 

Buffett,  throwing  out  the  first  pitch  at  an  Omaha  Royals  game, 

owns  25%  of  the  team— and  479,242  shares  of  Berkshire  Hathaway  stock. 


calling  it  Semi- defensible.  Turned  Sal- 
omon over  to  associate  Robert  Den- 
ham  1992.  Berkshire  shares  up  a  bit 
from  last  year,  now  second-richest 
person  in  U.S.  behind  Gates.  But  hard 
to  stop  reading  the  Oracle  from  Oma- 
ha's annual  reports  anyway.  Don't  bet 
he's  lost  his  touch,  with  fortune  esti- 
mated over  $9.2  billion.  Biggest  sin- 
gle Berkshire  Hathaway  investment: 
Coca-Cola. 


John  Werner  Kluge 

Metromedia.  Charlottesville,  Va.; 
NYC.  80.  Thrice  divorced;  3  children. 
Born  in  Germany  ( klug  is  German  for 
"clever")  to  engineer  Fritz  Kluge, 
wife  Gertrude.  After  father  died,  im- 


migrated to  U.S.  with  mother;  settled 
in  Detroit  1922.  Worked  on  Ford 
Motor  assembly  line.  Scholarship  to 
Columbia  (BA.  economics  1937), 
moonlighted  as  shoe  salesman,  secre- 
tarial work  for  son  of  president  of 
China  (also  student  at  Columbia). 
Also  played  poker — by  graduation 
had  $7,000  in  winnings.  Captain, 
Army  intelligence  WWII.  Postwar 
bought  Maryland  radio  station, 
formed  Metromedia.  Built  string  of 
radio,  TV  stations;  early  investor  in 
cellular  licenses  1980s.  Realized 
$4.65  billion  pretax  liquidating  Met- 
romedia assets  1984.  Bought  Orion 
Pictures  and  Bonanza,  Ponderosa  and 
Steak  &  Ale  restaurant  chains.  Sold 
cellular  assets  for  $3.4  billion  ($1 
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Made 


Many  of  the  bikes  making  their 
reputations  on  the  busy  streets  of 
Tokyo  are  made  in  Taiwan. 

That's  right.  Taiwan. 

When  it  comes  to  bikes,  we're 
breaking  away  from  the  pack. 
Thanks  to  companies  like  Merida. 

/MXgrida 

And  their  Classic  7.  It's  the  first 
bike  in  the  world  to  combine  tradi- 
tional styling  with  innovative 
mountain  bike  technology. 

The  Classic  7  is  a  super-lig  ht 
weight  bike.  All  the  parts  are  made 
of  aluminum  alloy,  with  the  frame 
weighing  in  at  a  scant  1.5  Kgs. 
It  rides  smoothly,  easily, 
almost  effortlessly  over  all 
kinds  of  terrain.  So  while 
this  bike  may  look  like  some- 
thing from  the  50's,  it's  been 
engineered  to  ride  like  the  90's. 

But  Merida  is  only  one  of  many 
examples  of  world-class  quality 
coming  from  Taiwan  today. 


Taiwan. 


The  Vertical  Machining  Center 
by  Fair  Friend  Enterprises  features 
an  innovative  design  which  enables 
it  to  dramatically  improve  the  accu- 
racy in  parts  for  heavy  industry. 

And  the  Fingerprint  Verifier  by 
Startek  has  left  its  imprint  on 
fin  gerprint  verification  technology 
by  creating  the  world's  most  ad- 
vanced security  system. 

But  perhaps  our  biggest  innova- 
tion is  making  this  cutting-edge 
technology  and  world-class  quality 
surprisingly  affordable. 

So  if  that  sounds  like  the  kind  of 
technology  you  want,  remember. 
It's  becoming  a  tradition  in  Taiwan. 
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billion  from  Comcast;  see  Ralph  Rob- 
erts). Completed  $2.5  billion  long 
distance  merger  with  LDDS  and  Resur- 
gens,  September  1993.  Kluge  now 
owns  20%  of  $1.5  billion  (sales)  LDDS. 
Orion  out  of  Chapter  11,  1993; 
merging  with  other  companies  to 
form  international  entertainment 
company.  Restaurants  showing  signs 
of  recovery.  Converted  to  Catholi- 
cism before  third  marriage,  1981;  di- 
vorced 1990.  Has  10,000 -acre  Vir- 
ginia estate;  80,000  acres  and  castle  in 
Scotland;  big  art  collection;  yacht. 
Gave  $110  million  to  Columbia  for 
minority  scholarships.  Net  worth  esti- 
mated $5.9  billion. 


Edward  Crosby  Johnson  III 
and  family 

Fidelity  Investments.  Boston.  64. 
Married,  3  children.  Father,  Edward 
II,  Brahmin  lawyer,  acquired  failing 
Fidelity  Management  Corp.  1946; 
built  leading  mutual  fund  manager: 
"The  market  is  like  a  beautiful  wom- 
an, always  fascinating,  always  mysti- 


fying." Father,  excellent  stock  picker; 
son  "Ned,"  chief  executive  1972, 
master  marketer,  (heated  mutual 
fund  for  every  investment  strategy  to 
gain  market  share.  Magellan  Fund 
($36.7  billion  assets)  biggest  stock 
fund.  When  Charles  Schwab  &  Co. 
started  OneSource  (offers  no-loads 
from  other  fund  families),  Ned  coun- 
tered with  FundsNetwork.  Also  real 
estate,  publishing  (suburban  Boston 
newspaper  chain,  Worth  magazine). 
Daughter  Abigail,  Fidelity  fund  man- 
ager: successor?  Ned  studies  Far  East- 
ern philosophy,  collects  Chinese  art. 
With  some  $290  billion  under  man- 
agement, Ned  and  family's  stake  esti- 
mated at  least  $5.1  billion. 


Richard  Marvin  DeVos 
Jay  Van  Andel 

Partners.  Am  way  Corp.  Ada,  Mich. 
Richard,  68;  Jay,  70.  Both  married. 
Four  children  each:  all  on  company's 
policy  board.  Partners  were  next-door 
neighbors,  high  school  chums.  De- 
Vos1 father  electrician;  Van  AndePs, 


car  dealer.  Post  WWII  tried  flying 
service,  then  hamburger  stand,  then 
vitamin  distributorship.  Developed 
successful  distribution  system.  After 
quarrel  1959,  pulled  out,  took  dis 
tributors  along.  Started  Amwav  in 
their  basements.  Began  with  biode- 
gradable soap,  bought  distribution 
rights  from  struggling  Detroit  chem- 
ist. Sold  enough  soap  in  2  years  to 
open  own  plant  outside  Grand  Rap- 
ids. Today  more  than  400  products 
sold  person-to-person  by  2  million 
distributors  in  64  countries.  Compa- 
ny preaches  American  dream,  free  en- 
terprise to  recruit  salespeople.  Am  way 
distributors  successfully  sued  by 
Procter  &  Gamble  for  spreading  dam- 
aging rumors;  $75,000  judgment. 
Company  continues  to  boom.  Mar- 
keting pacts  with  big  names  (mci, 
Firestone,  Coca-Cola).  Claims  $4.5 
billion  sales.  Also  real  estate,  jewelry, 
hotels.  With  Irwin  Jacobs,  failed  in 
1989  $2  billion  bid  for  Avon.  Took 
affiliate  Amway  Asia  Pacific  public 
December  to  finance  entry  into  Peo- 
ple's Republic  of  China  by  mid- 1995. 


Ned  Johnson 
Johnson  recent- 
ly distributed 
shares  of  FMR 
Corp.  voting  stock 
to  his  children 
and  key  execu- 
tives, shrinking 
his  direct  stake  to 
24.9%  from  34%. 
But  indirectly,  in 
family  names,  he 
still  has  81%  of 
the  outstanding 
voting  stock. 
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Ron  Perelman 
with  a  Lichtenstein 
Perelman's  true 
art  form  is  busi- 
ness. In  March 
he  created  New 
World  Communi- 
cations for  his  TV 
assets,  and  may- 
be the  base  for 
building  a  verti- 
cally integrated 
media  company. 
Then  New  World 
got  $500  million 
from  Rupert  Mur- 
doch for  switch- 
ing 8  of  its 
affiliates  from 
CBS  to  Fox.  But 
Perelman  has 
problems  with  an- 
other work-in- 
progress—  Revlon, 
whose  product 
line  has  fallen  be- 
hind the  times. 


Also  own  84%  of  Amway  Japan  Ltd. 
DeVos  turned  over  Amway  presiden- 
cy to  son,  Dick,  38,  after  heart  attack 
1992.  Dick  pushing  foreign  expan- 
sion: already  in  64  countries,  fancies 
Vietnam,  India.  DeVos  pere  also  owns 
100%  Orlando  (basketball)  Magic. 
These  lifelong  partners  worth  $4.5 
billion  each. 


Ronald  Owen  Perelman 

lbos.  nyc.  51.  Twice  divorced,  5 
children.  Helped  father  in  Philadel- 
phia metal-fabricating  business;  then 
Wharton  business  school.  First  lever- 
age—$1.9  million  in  1978  to  buy 
minority  interest  in  jewelry  distribu- 
tor; built  into  MacAndrews  &  Forbes 
conglomerate  using  debt  from  Drexel 

Forbes  400  ■  October  17,  1994 


Burnham.  Created  moneymaking 
machine:  buy  undervalued  assets  with 
leverage,  divest  all  but  cash  cows,  use 
money  to  bag  bigger  game.  Worked 
up  to  buying  Revlon  for  $3  billion 
1985,  failed  in  $4.1  billion  Gillette 
bid.  Bought  Marvel  Entertainment 
Group,  outdoor-equipment  leader 
Coleman  Co.,  National  Health  Lab- 
oratories, First  Gibraltar  Savings  & 
Loan,  etc.  Heavy  debt  burden,  but 
well-timed  IPOs,  some  asset  sales, 
brought  under  control.  March  1994 
created  New  World  Communications 
Group  for  TV  assets.  Building  vertical- 
ly integrated  media  company.  Owns 
over  65  million  New  World  shares. 
Perelman  now  kingmaker  between 
Rupert  Murdoch,  Laurence  Tisch  (see 
both):  Murdoch  invested  $500  mil- 


lion in  New  World  in  return  for  Perel- 
man's  switching  8  CBS  affiliates  to  Fox 
in  May.  Revlon  junk  bonds — $1.1 
billion — have  sunk  in  value,  but  Per- 
elman reportedly  not  considering 
buyback.  Equity  value  down,  too.  But 
Perelman  worth  estimated  $4.5  bil- 
lion anyway. 


Helen  Walton 
S.  Robson  Walton 
John  T.  Walton 
Jim  C.  Walton 
Alice  L.  Walton 

Widow  and  children  of  Sam  Walton. 
Wal-Mart  Stores.  Sam  was  J.C.  Pen- 
ney trainee  after  college.  Opened  Ben 
Franklin  5-and-10  1945  Newport, 
Ark.  Lost  lease  1950.  Started  again 

107 


Made 


Scotland  Yard  and  fingerprints. 
They  go  hand-in-hand. 

But  now,  instead  of  helping  to 
crack  a  tough  case,  fingerprint 

g,  STARTEK 

technology  will  help  you  do  your 
hanking.  Open  your  front  door. 
Even  access  your  computer.  Thanks 
to  the  world's  most  advanced  secu- 
rity system.The  Fingerprint  Verifier 
by  Startek  of  Taiwan. 

That's  right.  Taiwan. 

When  it  comes  to  fingerprint 
verification,  we're  making  an 
immediate  impression. 

Imagine  going  to  an  ATM 
machine.  You  touch  the  screen;  it 
recognizes  your  fingerprint  immedi- 
ately; you  do  your  banking. 

Or,  imagine  the  peace-of-mind, 
knowing  that  your  fingerprint  is 
the  only  thing  that  can  unlock 
your  car  door,  or  more  importantly, 
your  front  door. 

But  Startek  is  only  one  of  many 
examples  of  world-class  quality 
coming  from  Taiwan  today. 


I  Yard,  Taiwan. 


Proton's  newest  wide-screen 
TV/monitor,  the  DT-3660,  is 
HDTV  -  and  multimedia  applica- 
tions -  ready.  It's  engineered  to 
handle  every  kind  of  signal  out 
there  right  now,  even  those  pre- 
dicted for  the  future. 

And  the  Monex  mountain  bike 
from  Giant  is  the  ultimate  light- 
weight mountain  bike,  weighing 
only  9.8  Kgs. 

But  perhaps  our  biggest  accom- 
plishment is  making  this  cutting- 
edge  technology  and  world-class 
quality  surprisingly  affordable. 

So  if  that's  the  kind  of  technolo- 
gy you're  looking  for,  remember. 
Nobody  has  their  finger  on  the 
pulse  of  technology  like  Taiwan. 


**** 


inc  runpco  ruun  nununcu 

OVER  $2,000,000,000  


Bentonville,  Ark.;  15  stores  by  1962. 
Opened  discount  store  on  hunch  with 
brother  James  (which  see):  30  stores 
by  1970;  went  public  to  raise  cash. 
Today  more  than  2,000  Wal-Mart 
and  Sam's  Club  stores  in  49  states  and 
Mexico;  largest  retailer  in  world 
(1993  sales,  $67.3  billion).  Lived 
modestly.  Died  of  bone  cancer  1992. 
But  stock  divested  into  family  trust. 
Family's  holdings  believed  divided 
equally  among  Helen,  children.  Hel- 
en: Bentonville.  75.  Valedictorian 
Claremore  (Okla.)  H.S.,  U.  of  Okla- 
homa. Married  Sam  1943.  Travels, 
contributes  generously  to  Presbyteri- 
an church.  S.  Robson:  Bentonville. 
50.  Columbia  Law.  Divorced,  remar- 
ried; 5  children.  As  teenager,  deliv- 
ered newspapers  mornings,  worked  at 
Bentonville  store  afternoons.  Partner, 
Oklahoma  law  firm;  Wal-Mart  chair- 
man. Reserved.  "I  probably  wouldn't 
be  effective  if  I  tried  to  be"  like  Sam. 
In  Ironman  Triathlon,  Hawaii,  1985; 
skier,  pilot.  John  T.:  San  Diego.  48. 
Married,  1  child.  Vietnam  veteran. 
Active  in  family's  Walton  Enterprises. 
Recendy  sold  San  Diego  boatbuild- 
ing business.  Jim  C:  Bentonville.  46. 
Married,  4  children.  Oversees  family 
banking,  newspaper  business,  real  es- 
tate. Alice:  Rogers,  Ark.  45.  Divorced 
twice.  Business  major  at  Trinity  U.  of 
Texas.  Started  Llama  Co.  (investment 
firm  named  for  pet)  1989  with  $19.5 
million  from  Walton  Enterprises: 
deals  with  small  businesses,  student 
loans.  Also  seeks  industry  for  Arkan- 
sas. "This  whole  region  gets  left  out 
by  Wall  Street  and  the  money  center 
banks."  Former  broker  for  E.F.  Hut- 
ton.  Car  accident  nearly  cost  use  of 
her  legs;  recovered;  sometimes  drives 
to  work  in  pickup  truck,  like  old  Sam. 
Family's  Wal-Mart  stock,  some  much 
smaller  assets,  recently  estimated 
$21.7  billion. 


Samuel  I.  Newhouse  Jr. 
Donald  Edward  Newhouse 

Brothers.  Publishing,  cable  TV.  Father 
Samuel  I.  born  lower  Manhattan  ten- 
ement to  poor  Eastern  European  im- 
migrants. Ran  Bayonne  (N.J.)  Times 
age  16,  took  over  ailing  Staten  Island 
Advance  1922.  Gained  reputation  for 
cost-cutting,  nonunion  editorial  op- 
eration, working  out  of  briefcase; 
built  nation's  largest  private  newspa- 
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per  chain:  "The  only  thing  to  do  with 
money  in  the  newspaper  business  is 
leave  it  in  the  newspaper  business." 
S.I.,  Don  tagged  along  on  father's 
rounds.  Samuel  purchased  magazine 
publisher  Conde  Nast  1959  (motto 
then:  "Class  not  mass")  for  $5  mil- 
lion, he  said  as  anniversary  present  to 
wife:  "She'asked  for  a  fashion  maga- 
zine, and  I  went  out  and  got  her 
Vogue."  Farmed  legend-making  tal- 
ent. Died  1979.  Two  sons  building 
on  empire:  29  newspapers  (total  cir- 
culation around  3  million);  15  maga- 
zines, including  minority  stake  in 
techno  mag  Wired;  books;  cable  TV 
(1.4  million  subscribers);  etc.  S.I.: 
NYC.  66,  divorced,  remarried;  3  chil- 


dren. Planning  for  succession.  "When 
I  feel  that  I  can  no  longer  make  a 
contribution,  I  have  an  excellent 
backstop."  Backstop  is  cousin  Jona- 
than Newhouse,  Paris- based  chair- 
man Conde  Nast  International.  S.I. 
still  supervises  magazines  (New  York- 
er, Vogue,  Gourmet,  Vanity  Fair,  Pa- 
rade, etc.),  Random  House.  Intro- 
spective, dedicated  art  collector;  starts 
workday  early.  Picked  Vanity  Fair's 
Tina  Brown  as  editor  of  New  Yorker. 
Pledged  $500  million  to  help  friend 
Barry  Diller  in  Paramount  takeover 
fight.  Son  Samuel  III  Jersey  Journal 
publisher.  Donald:  64.  Married,  3 
children.  Advance  Publications  presi- 
dent; runs  newspapers,  cable  TV.  Son 


Rupert  Murdoch 

The  billionaire  from  Australia  outbid  CBS  for  NFL  telecast  rights  (a  cool  $1.58 
billion)— and  for  the  affections  of  Ron  Perelman  ($500  million). 


Steven  is  Jersey  Journal  editor.  Very 
iprivate:  "These  people  are  fanatic. 
They  would  kill  someone  who  walked 
rwith  their  numbers."  Si,  Donald  each 
estimated  over  $4  billion. 


Keith  Rupert  Murdoch 

iNews  Corp.  Australia,  London,  NYC, 
LA.  63.  Divorced,  remarried;  4  chil- 
fdren.  Father  Sir  Keith  renowned  edi- 
tor Melbourne  Herald.  Rupert:  Ox- 
iford  1952;  trained  in  London's  Fleet 
iStreet.  Took  over  Adelaide  News  age 


23.  Sensational  headlines:  "Queen 
Eats  a  Rat.'1  Bought  Sydney  Daily 
Mirror  1960.  Diversified  into  TV, 
magazines,  book  publishing.  Bought 
U.K.  publications;  came  to  U.S. 
1974.  Acquired  New  York  Post,  sold 
it;  rebought  virtually  bankrupt  Post, 
defeated  union  1993.  Also  Elle,  TV 
Guide  et  al.  Bought  7  Metromedia  TV 
stations  1986;  built  Fox.  Bought 
Twentieth  Century  Fox  1985.  Lever- 
age threatened  to  sink  him  1990-91, 
saved  with  restructuring.  Acquired 
63.6%  Star  TV  (Hong  Kong-based 


satellite  TV)  1993:  says  satellite  TV 
"unambiguous  threat  to  totalitarian 
regimes  everywhere."  Through  Star 
interest  in  Zee  TV  in  India:  "India's 
got  the  brains  to  catch  up.  In  Britain 
there  are  more  Patel  millionaires  than 
Smith  millionaires."  In  U.S.  sold  Bos- 
ton Herald  February  so  he  could  ac- 
quire Boston  television  station.  Co- 
partner National  Football  League  in 
relaunch  of  World  League.  Sale  of 
assets,  such  as  Premiere  and  New  York 
magazine,  to  KKR  (see  Kravis,  Kohl- 
berg)  for  reported  $650  million  1991 . 
His  Cruden  Investment  Property 
owns  32%  News  Corp.;  recently 
worth  some  $4  billion. 


Sumner  Murray  Redstone 

Movie  theaters,  Viacom  Inc.  Newton 
Centre,  Mass.  71.  Married,  2  chil- 
dren. Father,  restaurant  owner/ 
nightclub  operator,  opened  drive-in 
theater  1936.  Sumner  attended  Bos- 
ton Latin  School;  graduated  tops  in 
class  1940.  Harvard  Law  1947.  Prac- 
ticed law;  entered  father's  theater 
business  1954.  "I  thought  if  I  had  to 
be  in  business,  I'd  rather  be  in  busi- 
ness for  myself."  Built  National 
Amusements,  now  855  screens  U.S., 
U.K.;  coined  term  "multiplex"  1984. 
Survived  1979  Boston  hotel  fire  by 
clinging  to  outside  ledge;  right  hand 
badly  scarred.  In  1980s  invested  in 
Twentieth  Century  Fox,  Columbia 
Pictures,  mgm/ua:  made  big  profits. 
In  1987  got  Viacom  (mtv  et  al.)  in 
$3.2  billion  LBO;  took  public  next  day 
at  profit.  Fought  John  Kluge  for  Ori- 
on Pictures  1988,  luckily  lost:  Viacom 
took  $18  million  profit,  Orion  went 
bankrupt.  Beat  Barry  Diller  (which 
see)  this  year  in  epic  battle  for  Para- 
mount Communications.  Viacom 
stock  tumble  put  merger  with  Block- 
buster Entertainment  in  jeopardy. 
Recently  sold  Madison  Square  Gar- 
den, NY  (basketball)  Knicks  and 
(hockey)  Rangers  for  $1,075  billion. 
Will  he  shop  for  a  TV  network  next? 
Stay  tuned.  Net  worth  recently  esti- 
mated over  $4  billion. 


Paul  G.Allen 

Microsoft.  Mercer  Island,  Wash.  41. 
Single.  Dropped  our  of  Washington 
State  U.  to  take  job  at  trw  Inc.  in 
Vancouver,  Wash.  Moved  to  Honey- 
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Made  in  Silicoif 


Many  of  the  color  monitors  mak 
ing  their  reputations  among  the 
programmers  in  Silicon  Valley  are 
made  in  Taiwan. 

i  PHILIPS 

That's  right.  Taiwan.  When  it 
comes  to  high  resolution  moni- 
tors, we  made  a  resolution  to 
improve.  Dramatically. 

And  it  shows.  Thanks 
to  companies  like 
Philips  Taiwan.  And 
their  17"  Brilliance  1720 
professional  monitor.  It 
offers  graphic  artists  and 
software  programmers  a 
level  of  refinement  unsur- 
passed in  the  industry. 

Including  such  advances 
as  a  flicker-free  screen.  Auto 
scan  -  a  new  technology  that 
actually  changes  line  frequen- 
cies automatically.  And  a  state-of-1 
the-art  anti-reflective  Black  Matrix 
screen  for  exceptional  picture 
brightness,  contrast  and  color  even 


Taiwan. 


In  fact,  this  monitor  is  so  highly 
regarded  it  has  won  numerous 
international  awards,  including  the 
prestigious  Deming  in  Japan. 

But  Philips  Taiwan  is  only  one  of 
many  examples  of  world-class  qual- 
ity coming  from  Taiwan  today. 

UMC  -  United  Microelectronics 
Corp.  -  introduced  the  world's  first 
combined  single/dual  frequency 
chipset  designed  for  both  486DX  - 
50  and  386DX-40  computers. 

But  perhaps  our  biggest  break- 
through is  making  this  cutting- 
edge  technology  and  world-class 
quality  surprisingly  affordable. 

So  if  that  sounds  like  the  kind  of 
technology  you're  looking  for,  get 
on  line.  With  Taiwan. 


Adobe  Photoshop  icons  are  used  courtesy  of  Adobe  Systems  Incorporated 
1989-94  Adobe  Systems  Incorporated.  All  rights  reserved. 


mc  runoco  ruun  nununcu 

OVER  $2,000,000,000  ___ 


well  in  Boston;  Lakeside  School  class- 
mate William  Gates  III  was  at  Har- 
vard. Teamed  up  to  write  version  of 
Basic  computer  language;  pair  started 
Microsoft  1975.  Left  1983  when  di- 
agnosed with  Hodgkin's  disease;  in 
remission.  Kept  most  of  his  stock. 
Founded  Asymetrix  Corp.,  software, 
multimedia  company,  1985;  sells 
tools  for  building  software.  On  board 
Egghead  Discount  Software.  Found- 
ed Interval  Research  Corp.:  computer 
research  and  development  in  informa- 
tion systems,  communications.  Had 
almost  25%  America  OnLine;  after 
sales,  down  to  10%;  recently  bought 
80%  of  market  leader  Ticketmaster 
(antitrust  suit  settlement  in  May). 
Large  investment  portfolio  taps  else- 
where into  information  superhigh- 
way. Plays  guitar  in  rock  band;  cur- 
rently financing  construction  of  Jimi 
Hendrix  museum  in  Seattle.  Owns 
Portland  (basketball)  Trail  Blazers: 
"Basketball  is  one  of  my  real  pas- 
sions.'1 Shoots  3-pointers  on  private 
court  to  relax.  Shares,  etc.,  recently 
worth  $3.9  billion. 


Barbara  Cox  Anthony 
Anne  Cox  Chambers 
and  families 

Sisters.  Newspapers,  cable  TV.  Father 
James  Cox,  poor  farm  boy,  later 
schoolteacher  who  bought  Dayton 
(Ohio)  Daily  News  1898  for 
$26,000.  Won  3  terms  Ohio  gover- 
norship; failed  presidential  bid  1920 
(fdr  his  running  mate)  against  War- 
ren Harding.  Left  politics,  bought 
Atlanta  Journal  1939;  Atlanta  Consti- 
tution 1950.  Merged.  Now  flagship 
paper  of  Cox  Enterprises.  Died  1957. 
Their  brother  James  Jr.  took  over. 
Moved  into  cable  TV;  spun  off" because 
of  regulatory  problems  1964;  d. 
1974.  Sisters  have  98%.  Gave  control 
to  Barbara's  husband,  Garner  Antho- 
ny, then  in  1988  to  Barbara's  son  by 
earlier  marriage,  James  C.  Kennedy, 
46.  Today  privately  owned  Cox  En- 
terprises 18  dailies,  7  weeklies,  1.85 
million  cable  subscribers.  First  com- 
pany to  use  cable  TV  equipment  to 
transmit  a  phone  call  l993.  An- 
nounced $2.3  billion  cash/stock  ac- 
quisition of  Times  Mirror's  cable  sys- 


tems June  (see  Chandler  family); 
should  make  Cox  fourth -largest  cable 
system  in  U.S.  Will  go  public.  Sisters 
reportedly  interested  in  more  cable 
acquisitions  to  beat  out  phone  com- 
panies. Sisters  own  Manheim  Auc- 
tions, world's  largest  car  auction.  Bar- 
bara: Honolulu.  71.  Divorced,  wid- 
owed, remarried;  2  children.  Avoids 
press.  Ranch  in  Australia;  chairwom- 
an Dayton  papers.  Anne:  74.  Twice 
divorced,  3  children.  Atlanta  socialite, 
markswoman.  Friend  of  Jimmy  Car- 
ter, his  ambassador  to  Belgium,  big 
Democratic  Party  giver;  chairwoman 
Atlanta  papers.  Sisters  share  $5.8-bil- 
lion-plus. 


Lawrence  J.  Ellison 

Oracle  Corp.  Atherton,  Calif.  50.  Di- 
vorced, 2  children.  Grew  up  Chica- 
go's South  Side.  U.  of  Chicago,  U.  of 
Illinois  dropout;  sought  fortune  in 
Silicon  Valley.  Worked  at  Amdahl: 
helped  develop  first  IBM-compatible 
mainframe.  To  Ampex  1973.  Began 
Oracle  1977  with  $1,850  in  small 


Lawrence  J.  Ellison  in  his  office  at  Oracle  Systems 

A  risk-taker  who's  broken  bones  surfing  and  cycling. 
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office  in  Santa  Clara  with  Robert  Min- 
er (which  see).  Saw  IBM  paper  on  new 
computer  language  for  databases, 
beat  IBM  to  market.  Big  success.  Went 
public.  Pushed  sales  numbers  too 
hard;  Oracle  stock  collapsed  1990. 
Brought  in  high-powered  outside 
management.  "I  was  the  only  survi- 
vor from  the  original  team.  Lucky 
me."  Cut  costs,  refocused  on  quality; 
came  out  with  industry- hailed  Oracle 
7.  Getting  into  interactive  TV  market, 
which  will  need  monstrous  database 
systems  to  archive  video-on-demand: 
"I  think  we're  the  team  to  beat.  We're 
the  first  interactive  TV  system  to  be  up 
and  running  [for  British  Telecom]  in 
the  world."  Ellison  also  majority 
owner  NCube,  massively  parallel 
computer  hardware  company.  Gave 
up  surfing  and  cycling  for  basketball 
after  breaking  ribs,  elbow,  neck.  Still 
drives  fast:  recently  spun  out  his  Acura 
NSX  in  front  of  Oracle  office  building 
taking  tight  turn  at  such  speed  that  "it 
took  four  months  for  the  tire  skid 
marks  to  wash  away."  His  stock  re- 
cently worth  over  $2.9  billion. 


Walter  Hubert  Annenberg 

Publishing.  Wynnewood,  Pa.;  Ran- 
cho  Mirage,  Calif.  86.  Divorced,  re- 
married; 1  daughter  ( 1  son  deceased). 
Son  of  Moses  Annenberg  (d.  1942), 
founder  of  what  became  Triangle 
Publications  (Philadelphia  Enquirer, 


Daily  Racing  Form ).  Walter  took  over 
debt-ridden  company  age  32,  turned 
it  around,  expanded.  Took  TV  Guide 
national  1953,  made  it  largest-circu- 
lation magazine  in  U.S.  Also  Seven- 
teen, Good  Food;  sold  Enquirer  to 
Knight  Bidder  1970.  Nixon's  ambas- 
sador to  Great  Britain  1969-74.  Sold 
Triangle  to  Rupert  Murdoch  (which 
see)  for  $3.2  billion  1988.  Stunning 
art  collection,  believed  worth  close  to 
$1  billion;  will  go  to  Metropolitan 
Museum  of  Art  in  NYC  upon  death. 
Preeminent  philanthropist:  "Giving 
is  a  mark  of  citizenship."  Annenberg 
Foundation  recent  gift:  $500  million 
to  spur  public  education  reform;  fol- 
lowed $365  million  gift  1993  to  four 
schools — Harvard  College,  Peddie 
School  (his  prep  school),  use,  U.  of 
Pennsylvania.  Still  keeping  invest- 
ment hand  in:  buying  California 
REITs.  His  share  Triangle  sale,  art,  GM 
stock  et  al.  estimated  $2.8  billion. 
Other  Annenberg  heirs  share  over 
$700  million. 


Forrest  Edward  Mars  Sr. 
Forrest  Edward  Mars  Jr. 
John  Franklyn  Mars 
Jacqueline  Mars  Vogel 

Candy,  pet  food.  Seattle  candymakers 
Frank  and  Ethel  Mars'  son,  2  grand- 
sons and  granddaughter.  Frank  start- 
ed making  candy  1911.  After  2  fail- 
ures, 1914  bankruptcy,  moved  to 


Minnesota  1920;  struck  it  rich  with 
Milky  Way  recipe  1923.  Frank  (d. 
1934)  financed  son  Forrest's  British 
candy  operations  to  keep  him  out  of 
U.S.  business.  Forrest  Sr.:  Las  Vegas. 
80s.  Widowed;  2  sons,  1  daughter. 
Built  candy  empire  in  Europe,  started 
pet  foods  1930s  in  U.K.  Returned 
1940  one-third  owner  of  U.S.  com- 
pany; added  M&Ms,  Uncle  Ben's  rice. 
Bought  out  half  sister,  won  control 
from  rest  of  family  1964.  Built  Mars 
Inc.  into  one  of  world's  largest  candy 
companies;  largest  pet  food  maker  in 
Europe.  Also  snack,  prepared  foods. 
Revenues  1993  close  to  $12  billion, 
more  than  half  from  Europe.  Moved 
aggressively  into  Russia  1993.  Key 
Mars  business  tenets:  quality  ("The 
consumer  is  our  boss");  cheap  pack- 
aging ("They  don't  eat  the  paper"); 
fanatic  cost  control;  cleanliness.  Re- 
tired 1973,  runs  Ethel  M,  fine-choco- 
late firm  Las  Vegas.  Forrest  Jr.: 
McLean,  Va.  63.  Married,  4  daugh- 
ters. Secretive  like  father.  Set  up  com- 
pany's Dutch  unit  early  1960s.  Now 
co-president.  Pushed  new  marketing 
idea:  candy  as  energy  food;  added 
granola  bars,  noncandy  snacks.  John: 
Arlington,  Va.  58.  Married,  2  chil- 
dren. Began  Australian  operation, 
now  co-president.  Jacqueline:  Mars 
Inc.  VP.  Twice  married,  seeking  second 
divorce;  3  children  by  first  husband. 
Her  soon-to-be  ex,  Harold  Vogel, 
seeking  bite  of  Mars,  suing  to  get 


Forrest  Mars  Sr. 
(left); 

his  daughter 
Jacqueline  Mars 
Vogel  (right) 
It's  a  family  that 
likes  to  stay  out  of 
the  limelight,  so 
press  reports 
about  Jackie 
Vogel 's  divorce 
battle  have  been 
particularly 
unwelcome. 
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Made 


Many  of  the  golf  clubs  making 
their  reputations  on  the  world's  leg- 
endary courses  are  made  in  Taiwan. 

That's  right.  Taiwan. 

When  it  comes  to  golf  clubs, 
we're  the  pros.  Thanks  to  compa- 
nies like  Kunnan?  And  their  one- 

KUNNPIN 

piece,  metal  composite  driver  -  the 
first  club  of  its  kind  in  the  world. 

This  breakthrough  technology 
offers  unprecedented  power  and 
uncanny  accuracy  off  the  tee, 
which  just  may  have  your  foursome 
wondering  "what  gives?" 

What  gives  is  a  graphite  shaft 
that  weighs  a  mind-boggling  37% 
less  than  ordinary  graphite  shafts, 
helping  to  make  the  Integrated™ 
Graphite  Series  2000  the  light- 
est golf  clubs  you  can  buy. 
No  wonder  they've 
already  been  spotted  on 
the  Senior  PGA  Tour. 

But  Kunnan®  is  only  one 
example  of  world-class  quality  com- 
ing from  Taiwan  today. 


inews,  Taiwan. 


The  Brilliance  1720  high  resolu- 
tion color  monitor  by  Philips 
Taiwan  is  engineered  with  auto- 
scan.  It's  a  new  kind  of  technology 
which  actually  changes  line  fre- 
quencies automatically. 

And  United  Microelectronics 
Corp.  introduced  the  world's  first 
combined  single/dual  frequency 
chipset  designed  for  both  486DX-50 
and  386DX-40  computers. 

But  perhaps  our  biggest  break- 
through is  making  this  cutting-edge 
technology  and  world-class  quality 
surprisingly  affordable. 

So  if  you  want  computer  moni- 
tors, chipsets  or  a  high-tech  set  of 
clubs,  play  with  a  pro.  Taiwan. 


inc  runoco  ruun  nununcu 

OVER  $2,000,000,000  


H.  Ross  Perot 
with  scout  troop 
His  "United  We 
Stand  America" 
is  now  100%  sup- 
ported by  members. 
But  Perot 
continues 
to  fund  some 
of  the 

organization's 

"special 

projects." 


prenuptial  agreement  overturned. 
Family  live  quietly,  no  flash;  punch 
time  clocks  at  work.  Friend:  "Deep 
down,  they  believe  they  are  poor.  They 
want  to  be  normal,  middle-class  Amer- 
icans. "  Tough  to  do  when  you  share 
four  ways  fortune  conservatively  esti- 
mated over  $10  billion. 


Edgar  Miles  Bronfman  Sr. 

Seagram.  NYC.  65.  Married  4  times 
(twice  to  same  woman);  presently 
married;  7  children.  Father  Sam  refu- 
gee from  czarist  Russia  to  Canada 
1889.  Delivered  firewood;  later 
owned  hotels.  Sam  formed  Distillers 
Corp.  in  Montreal  1924.  Four  years 
later  acquired  Joseph  E.  Seagram  & 
Sons  Ltd.  of  Waterloo,  Ont.  During 
Prohibition  found  lucrative  niche  in 
spirits  business  along  U.S.  border. 
Business  boomed  after  repeal  of  Pro- 
hibition. Sam  died  1971,  split  hold- 
ings among  4  children.  Edgar  Sr.  took 
over  American  branch;  brother 
Charles,  Canadian  subsidiary.  Under 
Edgar  Sr.,  Seagram  established  inter- 
national distribution  network.  Cap- 
tured world  market:  bestseller  in  150 
countries.  Sales  $1  billion  1965;  $6.1 
billion  1993.  Son  and  current  Sea- 
gram ceo  Edgar  Bronfman  Jr.  engi- 


neered company's  recent  $2.1  billion 
investment  in  Time  Warner.  Bronf- 
man Sr.'s  stock,  other  holdings  re- 
cently estimated  $2.5  billion. 


Henry  Ross  Perot 

Computer  services.  Dallas.  64.  Mar- 
ried; 4  daughters,  1  son.  Son  of  East 
Texas  horse  trader  and  cotton  broker. 
Eagle  Scout.  Annapolis.  Left  Navy 
after  4  years  for  IBM  sales  job;  once 
filled  annual  sales  quota  by  Jan.  19. 
Formed  Electronic  Data  Systems 
1962  after  IBM  declined  to  sell  data 
processing  services.  Paper  billionaire 
by  1969;  stock  crashed  1970,  eventu- 
ally recovered.  Organized  rescue  of  2 
EDS  employees  from  Iranian  prison, 
smuggled  540  miles  to  Turkish  bor- 
der 1979.  Sold  EDS  to  gm  1984  for 
some  $1  billion,  plus  stock.  Pesky  GM 
board  member;  paid  $700  million  to 
go  away.  Started  Perot  Systems  1988 
with  goal  of  building  another  EDS; 
moderate  growth,  small  niche  player 
no  match  for  giant  competition. 
Brought  in  longtime  pal  and  right- 
hand  man  Morton  H.  Meyerson  to 
run  company  so  Ross  could  run  for 
President  1992.  Spent  $60  million, 
came  in  third.  Indefatigable  patriot. 
Founded  United  We  Stand  America, 


populist  political  organization.  Intro- 
duced America  to  IBM-style  charts, 
graphs  in  famous  political  infomer- 
cials;  later  imitated  by  Clinton.  Politi- 
cal career  affected  by  "giant  sucking 
sound"  after  televised  1993  Nafta 
debate  with  VP  AJ  Gore.  Lots  of  inter- 
est— from  muni  bonds;  son  Ross  Jr. 
tends  to  large  Texas  real  estate  hold- 
ings. Estimated  net  worth:  over  $2.5 
billion. 


Kirk  Kerkorian 

Investments.  Beverly  Hills,  Las  Ve- 
gas. 77.  Twice  divorced;  2  children. 
Son  of  Armenian  immigrant  fruit 
farmer,  junior  high  dropout,  light- 
weight amateur  boxer;  trained  U.S. 
fighter  pilots,  RAF  WWII.  After  war 
flew  surplus  Air  Force  planes  across 
Atlantic;  built  charter  airline,  sold  for 
$104  million  profit  1966.  Paid  $82 
million  for  40%  MGM  in  hostile  take- 
over 1969,  $380  million  for  United 
Artists  1981.  Sold  all  MGM/UA  assets 
in  complex  deal  with  Ted  Turner 
(which  see).  First,  mgm/ua  for  $1.5 
billion  1986,  5  months  later  bought 
back  almost  everything  for  $480  mil- 
lion (Turner  kept  film  library).  Kit 
and  caboodle  sold  to  Giancarlo  Per- 
retti's  Pathe  for  over  $1.3  billion 
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1990.  mgm  sued  for  $750  million, 
Kerkorian  countersued;  state  cases 
dismissed  1994.  Holding  big  stake 
MGM  Grand.  Also  Chrysler:  bought 
28  million  shares  1991  (up  nearly 
300%),  4  million  more  1993.  Lately 
bought  5%  Sumner  Redstone's 
(which  see)  Viacom.  MGM  Grand:  ho- 
tels, casinos,  luxury  airline.  Recently 
opened  billion-dollar  Las  Vegas 
theme  park,  casino,  5,000-room  ho- 
tel (world's  largest).  Claims  never  to 
have  taken  salary,  perks  from  compa- 
nies he  runs.  Needs  neither:  net  worth 
recently  estimated  $2.5  billion. 


Lester  Crown  and  family 

Inheritance,  industrialist.  Wilmette, 
111.  69.  Married,  7  children  (3  in 
business).  Son  of  Henry  Crown  (d. 
1990),  renowned  Chicago  financier 
who,  with  2  brothers  and  father,  cre- 
ated building  supply  firm  Material 
Sendee  Corp.  1919.  Cost  advantages 
helped  weather  fierce  Depression 
competition,  gain  dominant  market 
share  afterward.  Bold  negotiations 
based  on  comprehensive  knowledge  a 
career  trademark.  Postwar  bought 
large  stakes  in  stocks,  real  estate. 
Merged  with  General  Dynamics 
1959,  received  preferred  stock;  sold 
after  dispute  with  GD  management. 
Awaited  GD  stock  fall,  bought  1960s, 


booted  management,  turned  compa- 
ny around;  nearly  8.3  million  shares 
still  held  by  family.  Lester,  Harvard 
M.B.A.,  Northwestern  U.  trustee. 
Conservative  family  man.  Family's 
foundation  gave  $1  million  to  North- 
western Memorial  Hospital  for  nurs- 
ery, named  for  wife,  to  care  for  high- 
risk  newborns  1993.  Trustee  American 
Jewish  Congress.  Traveled  to  Mdeast, 
met  with  Arafat  last  fall,  also  diis  sum- 
mer. Still  heads  Material  Service  Corp.; 
controls  family  fortune,  much  in  trusts; 
bought  out  cousins  1990.  Bought  50% 
of  Aspen  ski  resort  from  Marvin  Davis 
1993.  Also  stakes  N.Y.  (baseball)  Yan- 
kees, Chicago  (basketball)  Bulls.  Man 
"controlling  it  all,"  and  family,  be- 
lieved worth  some  $2.4  billion. 


Jay  Arthur  Pritzker 
Robert  Alan  Pritzker 

Brothers.  Finance,  manufacturing. 
Grandfather  Nicholas  Pritzker  emi- 
grated from  Russia  to  Chicago  1881; 
started  law  firm  1902;  joined  by  3 
sons:  still  Pritzker  &  Pritzker  today. 
One  son,  Abram  (A.N.),  diversified 
into  real  estate,  light  manufacturing 
late  1930s;  died  1986.  Lawyers  mini- 
mized estate  taxes  so  well  irs  pressed 
for  $53  million;  recently  settled. 
A.N.'s  sons  multiplied  holdings.  Jay: 
72.  Married,  4  children.  Lawyer  by 


education,  evolved  into  Pritzker  fi- 
nancial wizard;  used  father's  credit  to 
finance  early  deals.  Started  Hyatt  ho- 
tels 1957;  long  run  by  brother  Don- 
ald (d.  1972).  Jay's  son  Thomas  now 
in  charge,  expanding;  new  division 
offers  luxury  retirement  centers  run 
by  Donald's  daughter  Penny.  Part- 
ners with  Donald  Trump  in  old  NYC 
Grand  Hyatt;  now  Trump  suing 
Pritzker  and  vice  versa.  Jay  reportedly: 
"If  you  want  to  see  what  kind  of 
partner  Mr.  Trump  is,  read  his  book 
[The  Art  of  the  Deal]"  Robert:  68. 
Twice  divorced,  now  remarried;  5 
children.  Engineer  of  the  family;  runs 
over  60  manufacturing,  service  com- 
panies through  Marmon  Group 
(1993  sales,  over  $4.3  billion).  Sold 
most  of  Tickctmaster  stake  to  ex- 
Microsoft  whiz  kid  Paul  Allen  (winch 
see)  1994;  retains  15%.  Large  stake 
Royal  Caribbean  Cruises,  highly  prof- 
itable chewing  tobacco  firm  (Con- 
wood),  real  estate,  etc.  Pritzker  for- 
tune estimated  over  $4.4  billion. 
"One  thing  just  sort  of  led  to  another; 
it  wasn't  really  planned." 


Henry  Lea  Hillman 

Industrialist;  venture  capital,  real  es- 
tate. Pittsburgh.  75.  Married,  4  chil- 
dren. Reserved  son  of  fiery  coal-steel- 
gas  tycoon  John  Hartwell  Hillman 
Jr.,  who  followed  lead  of  other  Pitts- 
burgh industrialists  Carnegie  and 
Mellon,  built  Pittsburgh  Coke  & 
Chemical,  Texas  Gas  Transmission, 
etc.  After  Princeton,  Henry  joined 
business  1945,  assumed  control  on 
father's  death  1959.  "I'm  not  a  table 
pounder,  and  he  was."  Bought  out  5 
siblings  (now  deceased).  Henry  sold 
smokestack  assets,  diversified  into  real 
estate,  light  industry.  "When  times 
change,  you  have  to  change."  Hold- 
ings estimated  $300  million  1969. 
Likes  science/high  tech,  invested 
heavily  in  Silicon  Valley  1970s;  now 
medical  technology  companies  like 
Perrigo  Co.  Backed  leveraged  buyout 
shops  like  Kohlberg  Kravis  Roberts; 
later  his  own  Exide  Corp.  Real  estate 
holdings  about  8  million  square  feet, 
span  nation.  Wife  Elsie  a  leading 
Pennsylvania  Republican.  Henry 
owns  80%  of  business  empire;  step- 
brothers Howard  and  Tatnall  Hill- 
man own  the  other  20%.  Real  estate 
holdings  down,  Hillman  Co.  reve- 


Henry  Lea  Hillman,  investor,  venture  capitalist 
Hillman's  8  million  square  feet  of  real  estate 
dropped  in  value,  but  venture  capital  investments 
made  up  for  much  of  the  decline. 
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Today,  many  of  the  world's  finest 
products  come  with  a  very  exclu- 
sive label.  Taiwan's  Symbol  of 
Excellence.  It  represents  Taiwan's 
growing  reputation  for  world-class 
technology  and  quality. 

Each  product  here  has  earned  an 
even  higher  distinction  -  the  Gold 
Award  of  Excellence  -  only  after 
participating  in  a  vigorous  compe- 
tition, and  being  chosen  by  an 
international  panel  of  judges. 

Now  you  may  be  thinking 
"awards  and  symbols  are  nice,  but 
give  me  some  real  facts." 

Okay.  Here  they  are. 

Kunnari"  revolutionized  golf 
equipment  by  introducing  the 
world's  first  one-piece,  metal  com- 
posite driver.  UMC  introduced  the 
world's  first  combined  single/dual 
frequency  chipset  designed  for 
both  486DX-50  and  386DX-40 
computers.  And  the  Brilliance 
color  monitor  by  Philips  Taiwan 
features  a  state-of-the-art,  auto- 
scan,  flicker-free  screen. 

Not  bad,  eh?  There's  more. 

Proton's  newest  wide-screen 


//fv\eniDA 

Created  the  world's  first 
hike  with  traditional 
styling  arid  innovative 
mountain  bil<e  technology. 


Proton's  newest  TV/monitor  han- 
dles every  conventional  signal  out 
there  now,  and  even  those  predicted 
for  the  future. 


Innovative  design  enables 
machining  center  to  dramatically  improve 
the  accuracy  in  parts  for  heaxy  industry. 


ide  in  Taiwan. 


PHILIP 


The  Brilliance  1720  color 
monitor  won  the  prestigious 
Deming  Award  in  Japan, 


C  START EK 

The  fingerprint  verifier  is 
the  world's  most  advanced 
security  system  for  both 
home  and  business. 


TV/monitor  is  HDTV  -  and  multi- 
media applications  -  ready.  And 
Giant  and  Merida  bikes  lead  the 
pack  as  they  continue  to  pioneer 
carbon  fiber  and  aluminum  frames. 

The  Vertical  Machining  Center 
by  Fair  Friend  Enterprises  features 
an  innovative  design  that  dramati- 
cally improves  the  precision  and 
accuracy  in  parts  for  the  auto  and 
aerospace  industries.  And  the 
Fingerprint  Verifier  by  Startek  has 
been  heralded  as  the  world's  most 
advanced  security  system. 

But  our  biggest  accomplishment 
is  making  this  cutting-edge  tech- 
nology and  world-class  quality  sur- 
prisingly affordable.  So  the  next 
time  you  see  this  symbol,  you'll 
know  exactly  what  it  represents. 
Excellence,  Made  in  Taiwan. 


mc  runpco  ruun  nununcu 

OUER  $2,000,000,000  


nues  down,  but  venture  capital  invest- 
ments moving  along.  Estimated  net 
worth  of  $2.2  billion. 


David  Packard 

Hewlett-Packard.  Los  Altos  Hills, 
Calif.  83.  Widowed,  4  children. 
Scholar-athlete  Stanford:  Phi  Beta 
Kappa,  football,  basketball,  track.  In 
1939  founded  HP  with  Stanford  pal 
William  Hewlett  (which  see)  in  now 
famous  garage  with  $538.  "I'm  not 
strong  on  reminiscing.  I  think  we 
ought  to  be  looking  forward  instead 
of  backward."  Developed  company 
management  while  Hewlett  concen- 
trated on  engineering.  Hewlett-Pack- 
ard grown  to  premier  international 
manufacturer  electronic  measure- 
ment devices,  computer  products.  "If 
something  needed  to  be  done,  we  just 
had  to  get  in  there  and  do  it.'1  1993 
sales:  $20  billion.  Nixon's  Deputy 
Defense  Secretary  1969-71;  chaired 
Reagan's  Blue  Ribbon  Commission 
on  Defense  Management,  known  as 
Packard  Commission,  1985-86.  Phi- 
lanthropist: over  $1  billion  in  David 
and  Lucile  Packard  Foundation,  gave 
$70  million  to  Stanford  1986.  Gave 
another  $25  million  this  year.  His 
stock  holdings  recently  worth  $2.2 
billion. 


Robert  Muse  Bass 

Oil,  investments.  Fort  Worth.  46. 
Married,  2  children.  Third  son  of 
oilman  Peny  Bass  (which  see),  who 
expanded  oil  holdings  inherited  from 
tycoon  uncle  Sid  Richardson  (d. 
1951).  In  1968  Petty  stepped  down, 
leaving  control  of  empire  to  sons  (see 
Sid,  Lec,  Edward).  Eldest,  Sid,  diver- 
sified with  help  from  Richard  Rainwa- 
ter (which  see):  Disney,  Texaco,  real 
estate,  etc.  Robert  (Yale,  Stanford 
Business)  felt  overshadowed,  split  off 
1983.  Sold  most  of  his  Disney,  be- 
came major  dealmaker:  media  (stake 
in  St.  Petersburg  Times,  Continental 
Broadcasting,  Wometco);  real  estate 
(sold  Plaza  Hotel  in  nyc  to  Trump  for 
profit);  information  (stake  in  Bell  & 
Howell).  Most  profitable  deal:  Amer- 
ican Savings  Bank,  thrift  bought  from 
government  1988;  Bob's  share  esti- 
mated $1  billion.  Led  consortium  in 
$1.1  billion  lbo  of  8  related  food 
companies  (Specialty  Foods  Corp.). 


Selling  Atlanta  cable  operator  Wo- 
metco, Georgia  Cable  to  U  S  West  for 
$1.2  billion.  Historical  preservation- 
ist: .  bought  Ulysses  S.  Grant's 
Georgetown  home  for  reported  $2 
million.  Extremely  private:  "We 'seem 
to  have  gotten  along  very  well  with- 
out a  public  personality."  Net  worth 
believed  over  $2  billion. 


Donald  Leroy  Bren 

Real  estate.  Newport  Beach,  Calif. 
62.  Twice  divorced,  4  children  (youn- 
gest child  with  longtime  companion). 
Eldest  son  of  late  Hollywood  produc- 
er Milton  Bren;  stepmother  actress 
Claire  Trevor  (Academy  Award  for 
Key  Largo,  1948).  U.  of  Washington 
on  ski  scholarship;  lost  1956  Olym- 
pics bid.  With  $10,000  bank  loan 
built  first  house  1958  (later  sold  to 
actress  Jane  Wyman).  Expanded 
home  building  business  quickly.  Sold 


out  1970  to  International  Paper  for 
$34  million,  bought  back  1972  for 
reported  $22  million.  In  1977  joined 
Al  Taubman,  Milton  Petrie,  Max 
Fisher,  Herb  Allen  (see  listings)  to  buy 
Irvine  Ranch,  vast  tracts  James  Irvine 
and  2  partners  originally  acquired 
1864;  group  paid  $337  million.  Bren 
bought  out  most  partners  for  $518 
million  1983.  Minority  owners  Joan 
Irvine  Smith  and  mother  Athalie  R. 
Clarke  sued,  calling  $1  billion  valua- 
tion of  Irvine  Ranch  low;  eventually 
awarded  $250  million.  Today  Irvine 
Co.  property  covers  over  90  square 
miles  Orange  County,  Calif.:  also  15- 
million-square-foot  office,  industrial, 
retail  space;  2  18-hole  golf  courses;  2 
hotels.  Recession  led  to  new  thinking 
on  financing:  "We  concluded  we 
needed  to  reach  out  to  the  capital 
markets."  Late  1993  took  public  REIT 
with  apartment  properties,  Irvine  Co. 
retained  61%.  Is  considering  putting 


Marvin  Harold 
Davis  (see  p.  124) 
with  wife,  Barbara 
Citing  the  health 
food  craze  in  Cali- 
fornia, Davis  re- 
cently closed  his 
L.A.  version  of 
New  York's  famed 
Carnegie  Deli. 
But  Davis  may 
soon  open  a  new 
eatery  in  the 
Beverly  Hills 
location, 
possibly  with 
world-class  chef 
Wolfgang  Puck. 
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all  properties  in  REITs  over  time. 
Don's  92.3%,  other  assets,  now  esti- 
mated at  least  $2  billion. 


Marvin  Harold  Davis 

Oil,  real  estate.  Beverly  Hills.  69. 
Married,  5  children.  Son  of  British 
boxer  who  wove  fortune  in  NYC  gar- 
ment district,  invested  in  oil  following 
WWII.  Marvin  joined  Davis  Oil  after 
NYU;  nicknamed  "Mr.  Wildcatter''': 
snapped  up  cheap  and  lucrative  Rocky 
Mountain  oil  leases.  Most  of  enor- 
mous oil  interests  sold  to  Hiram 
Walker  1981  and  later  in  oil  partner- 
ships with  Apache  Oil,  Aetna.  Diversi- 
fied; purchased  Twentieth  Century 
Fox  with  Marc  Rich  ( which  see);  broke 
up  company,  sold  pieces  for  large 
profits.  After  Rich  fled  U.S.  (tax  prob- 
lems), Davis  bought  him  out;  sold 
studio  to  Rupert  Murdoch  (which  see) 
in  1985.  Bought  and  sold  Colorado, 
California  real  estate:  Pebble  Beach, 
Beverly  Hills  Hotel,  Aspen  Ski  Co. 
Made  profitable  runs  at  Northwest, 
United  Airlines  1989.  Less  than  prof- 
itable investment  in  hotel  pay-per- 
view  movie  provider  Spectradyne; 
Chapter  1 1 , 1992.  Described  as  "tire- 
kicker":  considered  buying  Lorimar 
Pictures,  mgm/ua  Communications, 
Los  Angeles  Herald  Examiner  et  al. 
"Times  were  tough  and  investments 
were  hard  to  make,  so  we  sat  on  the 
side  and  looked  around  for  a  while." 
Now  "gung-ho"  about  interactive 
TV,  gaming.  Son  John,  40,  movie 
producer  (The  Firm,  Grumpy  Old 
Men);  suggesting  deals.  Marvin's  net 
worth  at  least  $2  billion.  Marv: 
"Don't  tell  my  wife." 


Philip  Frederick  Anschutz 

Oil,  railroads.  Denver.  54.  Married,  3 
children.  Kansas  native;  B.S.  U.  of 
Kansas  1961.  Father  Fred  (d.  1993) 
oil  rig  operator,  sold  company  for  $  1 0 
million,  unknowingly  bought  ranch 
on  oil-rich  land  Utah,  Wyoming. 
Struck  it  big  at  Anschutz  Ranch  East 
in  Utah  1970s;  one  of  50  largest  gas 
fields  in  U.S.  Sold  half  of  mineral 
rights  to  Mobil  for  $500  million 
1 982;  retired  debt.  Amoco  is  operator 
but  family  collects  17%  royalties  (Phil 
likes  to  get  payment  in  kind).  Now  1 
of  7  working-interest  owners.  Went 
into  minerals,  Denver  real  estate, 


stocks  (nearly  $100  million  profit 
from  ITT,  Pennwalt).  Bought  Rio 
Grande  Railroad  for  $500  million 
1984,  added  Southern  Pacific  1988. 
Two  considered  among  worst-run 
rrs,  but  debt-laden  ipo  big  hit:  SP 
went  public  August  1993  at  $13.50; 
did  secondary  in  February  at  $21. 
Sold  again  in  August  at  $19.75.  Phil's 
nearly  32%  recently  worth  $1  billion 
alone,  pushing  net  worth  estimate  to 
$1.9  billion.  Maybe  more,  if  he 
doesn't  alienate  turnaround-artist 
ceo,  Edward  Moyers. 


Sid  Richardson  Bass 
Lee  Marshall  Bass 

Brothers.  Oil,  investments.  Fort 
Worth.  Two  of  4  sons  of  Perry  Rich- 
ardson Bass  (which  see),  who  built  on 
oil  holdings  inherited  from  oil  tycoon 
uncle,  Sid  Richardson  (d.  1951).  In 
1968  gave  reins  to  eldest  son  Sid, 
newly  minted  Stanford  M.B.A.  Sid: 
51.  Divorced,  remarried;  2  children. 
With  Stanford  classmate  Richard 
Rainwater  (which  see),  brother  Lee, 
started  doing  deals  1970.  Marathon 
Oil  ($160  million  estimated  profit), 


Texaco  ($450  million);  acquired  big 
Disney  stake  (brothers'  Disney  shares 
recently  $1.6  billion).  Brothers  Rob- 
ert and  Edward  (which  see)  split  off 
1980s.  With  father  Perry,  have  taken 
sizable  positions  in  public  companies 
(e.g.,  Beckman  Instruments,  Medical 
Care  America,  John  Wiley  &  Sons). 
Sid's  ex-wife  Anne  (which  see)  promi- 
nent New  York  society  woman.  Sid 
dumped  Anne  for  another  socialite, 
Mercedes  Kellogg,  1986.  Alleged 
honeymoon  spot:  Disney  World.  Lee: 
38.  Married,  no  children.  Yale  grad, 
Wharton  M.B.A.  Invests  with  Sid. 
Has  more  Disney  shares  than  Sid, 
putting  his  estimated  net  worth  at 
$1.75  billion;  Sid's,  $1.5  billion. 


Samuel  Curtis  Johnson 

S.C.  Johnson  &  Son.  Racine,  Wis.  66. 
Married,  4  children.  Great-grandfa- 
ther, parquet  flooring  salesman, 
founded  famous  floor  wax  firm  1886. 
Sam,  fourth  generation,  new  prod- 
ucts director  1955;  encouraged  non- 
Johnson's  Wax  items  (Raid,  Glade, 
Edge),  now  among  company's  most 
profitable  lines.  In  1993  expanded 


Quiet  billionaire  Samuel  Curtis  Johnson  in  Racine,  Wis. 

Letting  go  in  order  to  grow:  To  get  FTC  approval  to  buy  Drackett  Co., 

S.C.  Johnson  &  Son  had  to  divest  its 

Renuzit,  Endust  and  Behold  product  lines. 
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Says  Knight:  "I 
wouldn't  trade 
places  with 
anybody." 


and  contracted:  bought  Drackett  di- 
vision of  Bristol-Myers  Squibb  (Win- 
dex,  Vanish,  Drano)  for  $1 .15  billion, 
sold  parts  of  personal  care  products 
line  (Curel,  Agree).  "They  realized 
they  were  better  at  making  household 
products  than  hair  products."  Very 
private  about  profitability  but  took 
sideline  company  Johnson  World- 
wide Associates  public  1987;  family 
wanted  liquidity.  Also  owns  a  major- 
ity interest  in  Johnson  International 
(assets,  $1  billion).  Sam's  4  children 
active  in  main  firm:  Curt,  39,  runs 
Mexican  operations;  Helen,  37, 
worldwide  consumer  marketing  ser- 
vices; Fisk,  36,  home  care  business, 
consumer  products  North  America; 
Winifred,  35,  part-time  public  rela- 
tions, investor  in  Windmark  music 
studio.  Sam  likes  nature  photogra- 
phy, flying  planes,  controls  60%  of 
family  company.  Estimated  net  worth 
$1.75  billion. 


Steven  Anthony  Ballmer 

Microsoft.  Bellevue,  Wash.  38.  Mar- 
iried,  1  child.  Grew  up  Detroit.  Father 
[Swiss  immigrant;  worked  30  years  at 
iFord  Motor,  retired  from  finance  de- 
partment. Steven:  met  Bill  Gates 
\(which  see)  at  Harvard;  studied  ap- 
plied mathematics,  economics. 
Worked  at  Procter  &  Gamble.  Left 


for  Stanford  Graduate  School  of  Busi- 
ness, dropped  out  1980  to  join  Gates 
at  Microsoft:  first  nonprogrammer 
hired.  Ran  one  of  two  product  devel- 
opment centers  (Gates  ran  the  other): 
user  education,  marketing  and  testing 
of  systems  software.  Conceived  inno- 
vative— and  unusual — recruitment 
questions,  like  "How  many  gas  sta- 
tions are  there  in  the  U.S.?"  Says, 
"They  don't  have  to  get  the  right 
answer.  But  I  want  to  see  how  they  go 
through  the  process."  Formerly  se- 
nior vp  systems  software  group,  now 
executive  VP  worldwide  sales  and  sup- 
port. Unlike  Paul  Allen  (which  see), 
enjoys  spotlight;  style  called  "engag- 
ingly direct,  the  decibel  count  unusu- 
ally high."  Active  supporter  Clinton- 
Gore  ticket,  got  35  software  execu- 
tives to  put  name  on  endorsement  list. 
"No  real  hobbies.  I  work  too  hard." 
Working  seems  to  pay  off;  stock,  etc. 
worth  $1.75  billion. 


William  Redington  Hewlett 

Hewlett-Packard.  Portola  Valley, 
Calif.  81.  Widowed,  remarried  1978; 
5  children,  5  stepchildren.  Founded 
hp  with  Stanford  buddy  David  Pack- 
ard (which  see)  in  garage  that  is  now 
landmark  birthplace  of  Silicon  Valley. 
"We  didn't  have  any  plans  when  we 
started.  We  were  just  opportunistic." 


MIT  master's  thesis:  designed  audio 
oscillator  to  measure  sound.  Walt 
Disney  bought  8  for  Fantasia.  Fo- 
cused on  engineering  while  Packard 
managed  business.  Favorite  product: 
shirt-pocket- size  calculator.  Hoped 
to  break  even  with  10,000;  sold 
100,000  first  year.  "That  shows  how 
wrong  you  can  be,  fortunately."  Sum 
of  wrong  guesses  in  electronics,  com- 
puters: $20  billion  sales  1993.  Busi- 
ness philosophy:  "We  did  not  want  to 
run  a  hire-and-fire  operation,  but 
rather  a  company  built  on  a  loyal  and 
dedicated  workforce."  Retired  1987. 
Still  holds  official  title  of  cofounder 
and  director  emeritus.  Enjoys  out- 
doors: fishing,  skiing.  "He's  modest 
and  unassuming  and  is  happiest  in  the 
company  of  family  and  close  friends," 
says  David  Gardner,  head  of  Hew- 
lett's foundation.  Gave  total  of  $75 
million  to  Stanford  since  1986,  $70 
million  to  new  California  policy  insti- 
tute 1994.  Hewlett's  foundation 
holds  over  $800  million.  Helped  sup- 
port project  looking  for  extraterrestri- 
al intelligence  at  SETI  Institute, 
Mountain  View,  Calif.,  when  govern- 
ment funding  ran  dry.  Remaining  HP 
stock  recently  worth  more  than  $1 .75 
billion. 


Philip  Hampson  Knight 

Nike,  Inc.  Hillsboro,  Ore.  56.  Mar- 
ried, 2  sons.  U.  of  Oregon  track  star. 
M.B.A.  Stanford  1962;  wrote  mar- 
keting paper  on  potential  of  manufac- 
turing athletic  shoes  in  Far  East.  "Ev- 
erybody was  writing  about  computers 
and  electronics,  but  all  I  really  knew 
about  was  running."  Price  Water- 
house  CPA;  moonlighted  importing 
Japanese  track  shoes  with  former  col- 
lege track  coach  Bill  Bowerman  (co- 
founder  Nike  and  designer  of  track 
shoes).  Started  making  own  shoes 
1971  under  new  name:  Nike.  Prolif- 
erated styles,  gimmicks:  introduced 
waffle  soles  1972;  air-cushioned  mid- 
soles  1979.  Heavy  advertising.  Went 
public  1980.  Sales  boomed,  yet  Ree- 
bok bumped  Nike  from  top  spot 
1986.  Eight-year  footrace  ever  since: 
now  30%  global  market  share,  Ree- 
bok 24%  (see  Fireman).  Sneakers  go 
only  so  far:  Nike  offering  apparel, 
accessories,  outdoor  hiking  shoes. 
The  sales  hype  rolls  on:  this  fall  Nike 
providing  uniforms  for  23  top-ranked 
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college  football  and  basketball  teams. 
Still  avid  runner,  tennis  player.  Stock 
sale  proceeds,  shares  recently  worth 
$1.7  billion. 


Ray  Lee  Hunt  and  family 

Inheritance,  oil,  real  estate.  Dallas. 
51.  Married,  5  children.  Runs  for- 
tune for  "second  family"  of  legend- 
ary Texas  oilman  H.L.  Hunt.  Biga- 
mist H.L.  legally  married  Ruth  Ray 
and  adopted  kids  1957  after  death  of 
first  wife  1955  (wives  long  kept  secret 
from  each  other).  Ray's  mom:  Ruth 
Ray  Hunt.  Dallas.  77.  Widowed,  4 
children.  Sister  Ruth  Jane:  Dallas. 
49.  Single.  Professional  Christian 
speaker-singer.  Sister  Swanee:  Den- 
ver. 42.  Divorced,  remarried.  With 
Helen  supports  social  causes  for 
mentally  ill,  poor.  Family  inherited 
Hunt  Oil  Co.,  etc.  1974,  a  compara- 
tively small  part  of  H.L.'s  empire; 
split  from  first  family,  but  on  agree- 
able terms.  Ray:  conservative  money 
manager,  turned  company  around, 
expanded  while  first  family  sank  into 
bankruptcy  because  of  silver  debacle, 
oil  bust.  "Because  of  the  way  he  spells 
his  last  name,  Ray's  had  to  earn  his 
respect  twice."  Aggressive  on  oil 
plays,  especially  in  politically  risky 
areas:  hit  real  big  time  with  northern 
Yemen  strike  1984;  lucrative  field 
bombed  during  recent  Yemeni  civil 
war,  but  production  now  fully  re- 
stored. Also  10%  less  risky  Beatrice 
North  Sea  oilfield.  Dallas-Fort 
Worth  real  estate,  oil  refinery,  etc. 
Very  active  in  politics,  civic  affairs. 
Estimated  in  excess  of  $1.6  billion. 


Robert  Edward  (Ted)  Turner 

Turner  Broadcasting  System.  Ros- 
well,  Ga.  55.  Twice  divorced;  5  chil- 
dren; married  to  actress  Jane  Fonda. 
Booted  from  Brown:  girl  found  in  frat 
room.  Years  later  got  degree.  At  24 
saved  late  father's  billboard  company. 
Acquired  small  Atlanta  TV  station 
1970,  bought  out  partners.  Launch- 
ing pad  for  "superstation"  TBS  1976: 
beamed  local  programming  to  cable 
systems  nationally  via  satellite.  Failed 
bid  for  CBS  1987,  went  into  debt  to 
buy  mgm  film  library;  took  on  new 
partners,  including  media  giants  Tele- 
communications, Inc.  and  Time 
Warner  to  bail  out  of  crisis.  Assets 
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have  multiplied:  CNN,  TNT,  the  Car- 
toon Network,  Hanna-Barbera,  At- 
lanta (baseball)  Braves,  the  mgm  film 
library,  recently  purchased  indepen- 
dent film  companies  New  Line  Cine- 
ma and  Castle  Rock  Entertainment. 
Owns  2  Montana  ranches  where  he 
raises  buffalo;  huge  chunk  of  land  in 
New  Mexico.  Taking  care  of  famed 
"Mouth  of  the  South":  skin  cancer 
removed  from  lip.  CNN's  profits  down 
but  Ted's  stock,  other  assets  recently 
worth  $1 .6  billion. 


Gordon  Peter  Getty 

Inheritance.  SF.  60.  Married,  4  sons. 
Son  of  legendary  oilman  Jean  Paul 
Getty  (see  also  other  Gettys);  descen- 
dant of  18th-century  immigrant. 
"Gordo"  joined  Getty  Oil,  rebelled 
against  corporate  culture;  showed 
more  interest  in  music  than  oil.  At- 
tended San  Francisco's  Conservatory 
of  Music  in  1960s.  Became  trustee 
Sarah  C.  Getty  Trust  (named  for  late 


grandmother),  which  held  40%  of 
Getty  Oil.  Touched  off  Texaco- 
Pennzoil  lawsuit  by  1984  sale  of  Getty 
Oil  to  Texaco.  Criticized  as  business- 
man, but  sold  business  at  height  of  oil 
prices,  doubled  family  fortune  to  $3 
billion,  tripled  income.  Family  suit 
against  him  settled  1988  with  dissolu- 
tion into  separate  trusts  run  by  and  for 
family  members.  Still  composes  and 
conducts;  Russian  National  Orches- 
tra recently  performed  his  opera 
"Plump  Jack."  Also  writes  poetry,  has 
interests  in  economics,  genetics,  an- 
thropology. Oversees  trust  for  chil- 
dren currently  valued  at  $1.2  billion. 
With  personal  holdings,  worth  esti- 
mated $1.5  billion. 


Gordon  Earle  Moore 

Intel  Corp.  Santa  Clara  County,  Calif. 
65.  Married,  2  children.  Born  SF. 
Berkeley;  Caltech  Ph.D.  1954  (phys- 
ics, chemistry).  Joined  William 
Shockley,  coinventor  of  transistor, 


Intel's  Gordon 
Earle  Moore 
Can  he  beat  the 
PowerPC  chip 
from  IBM, 
Motorola  and 
Apple? 
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(see  p.  128) 
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women's  apparel 
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net  worth  down 
to  $1.4  billion 
from  $1.6  billion 
last  year. 


1956.  One  of  8  founders  Fairchild 
Semiconductor  1957.  Moore  and 
Robert  Noyce  each  put  up  $245,000 
to  cofound  Intel  1968;  private  inves- 
tors provided  $2.5  million  startup.  In 
1965  predicted  power  of  chips  would 
double  every  12  months;  later  revised 
to  24  months:  now  known  as 
"Moore's  Law."  Company  made 
world's  first  microprocessor  1971, 
changed  world.  Never  slowed  down: 
today  planet's  biggest  microchip 
maker;  sold  more  than  30  million  486 
chips  1993;  total  revenues  $8.8  bil- 
lion. Now  marketing  its  high-speed 
Pentium  as  industry  standard  while 
486  clones  and  PowerPC  chips  start 
to  eat  away  at  profits.  Plans  new  $1.3 
billion  factory  Chandler,  Ariz,  by 
1997.  Moore  still  very  hands-on, 
works  a  40-hour  week.  Fishes  all  over 
world;  takes  3-month  sabbaticals  ev- 
[ery  7  years.  Gave  $16.8  million  for 
Caltech's  Moore  engineering  build- 
ing 1991.  His  Intel  shares  recently 
worth  $1 .5  billion. 


Stephen  Davison  Bechtel  Jr. 
Riley  P.  Bechtel  and  family 

Father,  son.  Engineering,  construc- 
tion. SF.  Stephen:  69.  Married,  5 
children.  Son  Riley:  42.  Married,  3 
children.  One  of  largest  U.S.  con- 
struction companies.  Grandson  and 
great-grandson  of  patriarch  Warren 
Bechtel,  railroad  builder,  founder 
Bechtel  Group.  In  1960  Stephen  Jr. 
took  over  gigantic  global  construc- 
tion company  (built  Hoover  Dam, 
Alaska  pipeline,  SF  subways)  from 
Stephen  Sr.  Riley  chief  executive  offi- 
cer 1989.  Stephen  Jr.  made  big  push 
into  nuclear  facilities;  built  or  helped 
build  40%  of  U.S.  nuclear  power 
plants.  Currently  Bechtel  remodeling 
U.S.  Moscow  embassy,  building  cel- 
lular phone  network  in  Argentina, 
natural  gas  pipeline  in  Thailand,  etc. 
Reagan's  Cabinet  drew  on  Bechtel 
executives:  George  Shultz,  Forbfs 
Chairman  Caspar  Weinberger.  Com- 
pany diversified  into  real  estate;  also 


operates  small  power  plants.  Made 
bundle  cleaning  up  Kuwait  after  Gulf 
war:  revenues  jumped  34%  in  1991. 
Cleanup  mostly  over,  new  Latin 
American,  Southeast  Asia  projects 
picking  up  slack:  revenues  declined 
only  6%,  to  $7.3  billion,  in  1993. 
Private:  "There's  no  reason  for  the 
public  to  hear  of  us.  We  are  not  selling 
anything  to  the  public."  Their  por- 
tions Bechtel  estimated  at  $1 .4  billion 
each,  plus  personal  investments  (e.g., 
Sequoia  Investments). 


John  Richard  Simplot  and  family 

Potatoes.  Boise,  Idaho.  85.  Divorced, 
remarried;  3  children.  Quit  school, 
left  home  eighth  grade.  Found  calling 
early:  sorted  potatoes,  raised  hogs, 
saving  for  first  potato  field.  Million- 
aire by  30.  Company  scientist  devel- 
oped freezing  process  1950s.  Simplot 
assured  fortune  when  he  convinced 
Ray  Kroc  to  go  with  his  frozen  french 
fries."!  love  America.  We've  got  the 
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only  system  that  works — it  keeps  ev- 
eryone hustling."  "Mr.  Spud'"  now 
produces  nearly  2  billion  pounds  an- 
nually, including  50%  of  McDonald's 
fries.  Legal  troubles:  Internal  Reve- 
nue Service  fine  1977  for  failing  to 
report  $1.3  million  in  income,  then 
caught  manipulating  Maine  potato 
futures  prices;  Jack  banned  from  trad- 
ing for  5  years  1978.  Also  owns  cattle 
( fed  with  potato  peels),  large  fertilizer 
business,  meat  processing  plant, 
cheese  factories,  etc.  Stake  in  Micron 
Technology  has  grown  exponentially 
in  recent  years,  reportedly  urged  em- 
ployees to  buy.  Macroeconomic 
thought:  "Paper  money  has  never 
lasted.  Ours  won't  last.  We've  got  to 
put  some  metal  in  our  money."  Jack 
worth  an  estimated  $1 .4  billion,  some 
on  paper. 


Leslie  Herbert  Wexner 

The  Limited  Inc.  New  Albany,  Ohio; 
NYC.  57.  Married,  1  son.  After  Ohio 
State,  dropped  out  of  law  school, 
helped  at  father's  store.  In  1963  bor- 
rowed $5,000  from  aunt  to  try  own 
idea:  sell  sportswear  to  women.  First 
year's  sales  $160,000.  Concept  was 
right:  built  national  chain;  went  pub- 


lic 1969.  Developed  Structure,  Ca- 
cique, Bath  &  Body  Works.  Acquired 
Victoria's  Secret,  Henri  Bendel,  Ab- 
ercrombie  &  Fitch,  Lane  Bryant,  Ler- 
ner  New  York.  Joined  with  U.K.'s 
Next  Pic.  to  open  Bath  &  Body 
Works  stores  in  Britain,  compete  with 
Body  Shop.  Is  exploring  other  retail 
opportunities,  partnerships  Europe, 
Central  and  South  America,  Asia. 
Very  active  civic  affairs;  lives  in  $20 
million,  60,1 12-square- foot  man- 
sion. Also  building  own  5,000-acre 
luxury'  residential  neighborhood 
with  longtime  associate  John  Kessler 
to  set  off  mansion:  approx.  5,000 
homes  at  modest  $300,000  to  $1 
million  each  in  long-term  project. 
Other  projects  include  52 -acre  facili- 
ty for  New  Albany  public  schools 
scheduled  fall  1995.  Has  given  gen- 
erously to  educational,  Jewish  causes. 
Estimated  worth:  $1.4  billion. 


Joan  Beverly  Kroc 

Inheritance.  Rancho  Santa  Fe,  Calif. 
66.  Divorced,  widowed;  1  daughter 
from  first  marriage.  Third  wife  of 
Raymond  Kroc,  a  milkshake-machine 
salesman  from  Chicago  who  built 
McDonald's  Corp.  into  worldwide 


Joan  Kroc,  flanked  by  Ann  Landers  (left)  and  Abigail  Van  Buren  (right) 

If  she  got  advice  to  hold  on  to  her  late  husband's  McDonald's  stock,  it  was  pretty 

good:  This  year  her  net  worth  rose  to  an  estimated  $1.4  billion. 


purveyor  of  American  cuisine  and  cul- 
ture. Bought  into  McDonald  broth- 
ers' San  Bernardino  burger  joint 
1954;  bought  them  out  for  $2.7  mil- 
lion 1961.  Joan:  musician,  music 
teacher.  Met  Ray  St.  Paul,  Minn, 
while  working  at  dinner  club;  he  was 
trying  to  line  up  McDonald's  fran- 
chises. She  was  28,  he  was  54.  Wed 
1969.  On  Ray's  death  1984  inherited 
stock,  etc.;  became  active  philanthro- 
pist, humanitarian.  Steadfast  support- 
er Democratic  Party;  set  up  $  1  million 
fund  for  African-American,  Asian  and 
Latino  college  scholarships.  Has  do- 
nated to  causes  ranging  from  aids 
research  to  famine  relief;  "The  things 
I  believe  in,  I'll  spend  money  on." 
Sold  San  Diego  (baseball)  Padres  in 
1990;  her  "pinecone"  Faberge  egg 
cost  her  over  $3  million.  McDonald's 
stock,  etc.  estimated  $1 .4  billion. 


William  Wrigley  and  family 

Chewing  gum.  Chicago;  Lake  Gene- 
va, Wis.  61.  Twice  divorced,  remar- 
ried; 3  children.  Grandfather  William 
Wrigley  Jr.  (d.  1932)  high  school 
dropout.  Left  Philadelphia  for  Chica- 
go 1891  to  sell  for  father's  soap  busi- 
ness. Offered  baking  powder  as  incen- 
tive to  buy  soap;  then  tried  chewing 
gum  as  giveaway  to  sell  baking  pow- 
der. Chewing  gum  more  popular.  In- 
troduced Spearmint,  Juicy  Fruit 
1893.  Promoted  two  other  brands 
through  heavy  ads,  dealer  premiums 
like  nickel-plated  slot  machines, 
mailed  sample  sticks  to  everyone  list- 
ed in  U.S.  phone  books  1914. 
Bought  Santa  Catalina  Island — sight 
unseen — for  $2  million  1919.  Also 
majority  Chicago  (baseball)  Cubs; 
used  island  for  spring  training.  Wrig- 
ley expanded  under  son  Philip  K., 
who  gave  48,000-acre  island  to  con- 
servation groups;  d.  1977.  Estate  fully 
exposed  to  inheritance  tax.  Grandson 
William  sold  Cubs  1980,  raising  $30 
million  for  taxes.  Runs  the  company 
with  son  William  Jr.,  31.  Today 
record  profits,  the  company  is  enter- 
ing India,  China.  Foreign  sales  vol- 
ume— 1 1 1  countries — now  almost 
equal  to  domestic.  William  turned 
down  salary  increase  in  1993.  Keeps 
Arabian  horses  at  his  Lake  Geneva 
mansion.  With  more  than  33  million 
shares,  Wrigley  and  family  recently 
worth  over  $1.4  billion. 
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Erskine  Bronson  Ingram 

Distribution,  barges.  Nashville.  62. 
Married,  4  children.  Following  fa- 
ther's death  1963,  took  over  oil  refin- 
ing, marketing,  barge  business  with 
brother  Fritz;  Bronson  brought  in 
small  textbook  supplier  1964;  discov- 
ered joys  of  distribution.  Brothers 
built  $1  billion  powerhouse.  Firm 
split  1978  after  Fritz  convicted  on 
briber}'  charges  (served  16  months); 
Bronson  acquitted.  Fritz  preferred 
oil,  suffered  heavy  losses;  Bronson 
wanted  barges  and  books.  Built 
world's  largest  book  distributor,  add- 
ed videotapes.  Then  computer  soft- 
ware and  hardware.  "Business  fasci- 
nates me.  I  don't  care  much  what  it 
is."  Has  U.S.'  largest  wholesale  distri- 
bution company,  sales  over  $6  billion. 
Player  in  Nashville  politics,  society; 
chairman  Vanderbilt  U.  trustees.  Es- 
timated worth  over  $1.3  billion. 


Harry  Brakmann  Helmsley 

Real  estate.  NYC  and  Greenwich, 
Conn.  84.  Divorced,  remarried; 
childless.  Ailing  with  Alzheimer's  dis- 
ease. Wife  Leona,  74 — onetime  Ches- 
terfield Girl  from  Brooklyn,  "Queen 
of  Mean" — out  of  prison  last  Octo- 
ber; 1 8  months  for  tax  evasion  plus  $8 
million  fines,  restitution.  Remaining 
sentence  spent  in  Le  Marquis  Hotel — 
at  $54  a  night — and  posh  apartment 
at  Park  Lane  Hotel;  9  p.m.  curfew. 
"I'm  happy  to  be  free  and  spend  my 
time  with  my  husband."  Harry:  start- 
ed in  real  estate  firm  mailroom  1930s; 
collected  rents.  Brokered  buildings, 
reinvested  commissions  for  $1,000 
down  payment  first  building  1936. 
Bought  unassuming  buildings 
matching  unpretentious  manner. 
First  wife  Quaker;  he  converted  1940. 
Brilliant  financial  mind:  pioneered 
real  estate  syndication  with  late  Law- 
rence Wien.  Moved  up  to  prime  NYC 
buildings  1950s;  Empire  State  Build- 
ing 1961  (since  sold):  "Money's  the 
great  motivator."  Today  Helmsley 
partnerships:  100  million  sq.  ft.  com- 
mercial space,  over  100,000  apart- 
ments, 5,000  hotel  rooms.  Divorced 
1972,  remarriage  to  star  broker  Leo- 
na Roberts.  Insiders  hear  all  of 
Helmsley  estate  to  go  to  Quakers. 
Leona?  Expect  her  to  land  on  feet. 
Harry's  fortune  estimated  $1.3 
billion. 


David 

Rockefeller  Sr. 
(see  p.  130) 
Adopting  the 
principle  of  being 
either  lender  or 
borrower— but  not 
both. 


Peter  Haas  Sr.  and  family 

Blue  jeans.  SF.  75.  Divorced,  remar- 
ried; 3  children.  M.B.A.,  cum  laude 
Harvard  1943.  Original  Levi  Strauss 
died  a  bachelor,  left  company  to  4 
nephews,  sons  of  only  sister  (see  other 
Haases).  Walter  Haas  Sr.  (d.  1979) 
married  Levi  Strauss'  grandniece,  ran 
Levi  Strauss  &  Co.  1928-55.  Sons 
Walter  Jr.,  Peter  joined;  Peter  after 
business  school.  Walter  ran  advertis- 
ing, marketing;  Peter,  operations  and 
finance.  Walter  president  1958-70, 
Peter  1970-81.  Walter's  son  Robert 
(which  see)  took  company  private 
again  in  $1.6  billion  lbo  1985.  Ap- 
plied basic  lbo  principle:  use  big  cash 
flow  to  pay  down  debt.  Peter  active 
director,  chairman  executive  commit- 
tee world's  biggest  apparel  firm.  Phi- 
lanthropist: Jewish  causes,  United 
Way,  Smithsonian.  Accompanied  Da- 
vid Rockefeller  (which  see),  other 
businessmen  to  Vietnam  last  Novem- 
ber to  explore  opportunity.  Spends 
time  with  bevy  of  Morgan  horses. 
Debt  paydown,  rising  sales,  profits  at 


Levi  Strauss,  expansion  into  Asia,  In- 
dia. So  even  with  domestic  apparel 
demand  sluggish,  Peter's  28%  of  com- 
pany worth  nearly  $1.3  billion. 


John  T.  Dorrance  in 

Bennett  Dorrance 

Mary  Alice  Dorrance  Malone 

Siblings.  Campbell  Soup.  Grandfa- 
ther Dr.  John  T.  Dorrance  turned 
down  chemistry  professorships  to 
work  at  uncle's  Campbell  Preserve 
Co.;  invented  process  for  making 
condensed  soup.  Bought  out  uncle 
1914,  became  president.  Extravagant 
nature  evident  at  parties  Roaring 
Twenties;  on  vacation  1929,  took 
broker's  advice  to  sell  stocks;  emerged 
from  Crash  unscathed.  Heavy  drink- 
ing bouts  ruined  health;  d.  1930.  Son 
John  T.  (Jack)  Dorrance  inherited 
$20,000-per-month  allowance, 
Dad's  drinking  habit.  Jack  chairman 
1962,  but  no  day-to-day  responsibil- 
ities. Accomplished  hunter,  fisher- 
man. After  divorce  from  Marv  Alice 
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OVER  $1,000,000,000  


Charles  and  David  Koch,  principal  owners  of  Koch  Industries 
A  feud  with  brothers  William  and  Fred  splits  the  family, 
but  the  Kansas  oil  giant  continues  to  prosper. 


Bennett  1963,  his  children  John, 
Bennett  and  Mary  Alice  moved  to 
Switzerland  with  mother.  After  Jack's 
death  1989,  children  united  to  op- 
pose family  members  who  wanted  to 
sell  family  stock,  assuring  family  con- 
trol of  company  (see  Hamilton  et  al.). 
John  T.  Ill  (Ippy):  Devil's  Tower, 
Wyo.,  Ireland,  Bahamas.  50.  Married, 
2  children.  Manages  17,000-acre  IPY 
ranch  ("Ippy"  doesn't  fit  on  brand- 
ing iron).  Reportedly  has  taken  Irish 
citizenship.  Bennett:  Paradise  Valley, 
Ariz.  48.  Married,  2  children.  Runs 
Phoenix  investment  firm.  Mary  Alice: 
Coatesville,  Pa.  44.  Married;  2  chil- 
dren, 2  stepchildren.  Has  horse- 
breeding  operation.  Three  billion- 
aires' Campbell  shares  recently  worth 
$3.6  billion. 


David  Rockefeller  Sr.  and  family 

Inheritance;  banking,  real  estate.  NYC; 
Tarrytown,  N.Y.  79.  Married,  6  chil- 
dren. Grandson  of  John  D.  Rockefel- 
ler; youngest  of  5  brothers  (see  Rocke- 


feller family,  Laurance,  Winthrop) . 
Ph.D.  economics,  U.  of  Chicago 
1940.  Chase  Manhattan  Bank:  CEO 
1969-80.  Became  international 
statesman.  Major  role  NYC  real  estate, 
40%  sf's  Embarcadero  Center.  Led 
family  in  1985  REIT  of  Rockefeller 
Center  Properties;  apparently  swayed 
by  wishes  of  cash-hungry  younger 
relatives.  Still  chairman  Rockefeller 
Group  Inc.  (now  80%  owned  by  Mit- 
subishi Estate  Co.).  Stepped  down 
last  year  from  board  of  Rockefeller 
Center  Properties,  REIT  collecting 
payments  on  $1.3  billion  mortgage 
on  Rockefeller  Center.  David  didn't 
feel  he  should  remain  director  of  both 
lender  and  borrower:  "One  could 
conceive  of  a  situation  when  their 
interests  might  diverge."  Turned 
over  Rockefeller  Financial  Services 
(family's  main  money  manager)  in 
1992  to  son  David  Jr.,  53.  David  Sr. 
played  key  role  in  mobilizing  business 
behind  Nafta  last  year.  Investments  in 
real  estate,  his  branch's  trusts,  etc., 
estimated  $1.2  billion  or  more. 


Charles  de  Ganahl  Koch 
David  Hamilton  Koch 

Brothers.  Oil  services.  Sons  of  Fred 
(d.  1967),  developed  thermal-crack- 
ing refining  process  to  extract  extra 
gas  from  crude  1928;  U.S.S.R.  a  cus- 
tomer. Founding  member  (1958) 
John  Birch  Society — reportedly  after 
seeing  Russian  friends  liquidated. 
Four  sons  inherited  $250  million 
(sales)  oil  marketer;  renamed  Koch 
Industries.  Charles:  Wichita,  Kans. 
58.  Married,  2  children.  "Genius" 
joined  Koch  after  management  con- 
sulting gig.  Three  MIT  degrees.  Work- 
aholic chairman;  bought  refinery, 
then  chemicals,  pipelines,  ranching. 
Koch  Industries  now  second-largest 
(revenues)  family-owned  business  af- 
ter Cargill;  sales  over  $20  billion. 
David:  NYC.  54.  Single.  Joined  1970; 
executive  VP;  1980  Libertarian  VP 
candidate.  Broke  with  party  1983 — 
"too  radical."  With  Charles  gives  mil- 
lions to  support  antitax  measures,  tu- 
ition vouchers  for  private  schools.  Da- 
vid survived  Los  Angeles  USAir  crash 


ISO 
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"A  suite  at  The  Fairmont  has  always 
been  considered  the  standard  of  luxury  in 
business  travel. 

Indeed,  there  was  a  time  when  it  was  a 
luxury  afforded  to  only  the  very  few.  Or,  the 
Very  Important.  Like  Presidents.  Royalty. 
And  even  the  occasional  Pope. 


-"resident  William  H.  Taft  was  one  ol  many  who 
njoyed  a  suite  at  The  Fairmont.  Now,  so  can  you. 


on  a  complimentary  or  reduced  rate  basis. 

As  a  President's  Club  member,  you  will 
also  receive  deluxe  welcome  gifts,  as  well  as 
a  special  dining  certificate  and  complimentary 
overnight  shoeshine.  In  the  morning,  look 
forward  to  coffee  or  tea,  and  your  choice  of 
newspaper,  delivered  to  your  room. 


It  used  to  take  money,  power  and 
influence  to  get  a  suite  at  the  Fairmont 


Now,  it  just  takes  a  signature. 


But  today,  you  needn't  be  registered  in  Who's  Who  to 
open  doors  at  The  Fairmont.  You  simply 
need  to  register  in  our  President's  Club. 

Every  time  you  check  into  a  Fairmont, 
you  will  automatically  be  upgraded  to  a  suite, 
when  one  is  available, 
at  no  extra  charge. 
What's  more,  you'll  enjoy 
guaranteed  room  availability  whenever  you  make  your  reserva- 
tions at  least  48  hours  in  advance  — even  when  a  city  is  sold  out 
As  well  as  access  to  our  Health  Clubs  and  Business  Centers 


But  that's  not  all.  Because  if  you  belong  to 
the  American  Airlines* 
Advantage*  program,  you'll 
earn  500  miles  with  every  stay. 
President's  Club  membership  is  completely 
free.  To  enroll,  just  call  1-800-522-3437. 
No  other  hotel  makes  it  so  easy  for  guests  to 
experience  this  level  of  elegance,  comfort  and  style. 

But  then,  at  The  Fairmont,  we 
consider  a  Very  Important  Person 
and  a  guest  to  be  one  and  the  same. 


AMERICA'S  GRAND  HOTELS.  SINCE  1907 


Chicago 

ni9 


Dallas 

$j29 


New  Orleans 


$U5 


San  Francisco 

$189 


San  Jose/Silicon  Valley 

$125 


President's  Club  benefits  apply  at  the  published  National  Corporate  rati-  above,  rack  nr  weekend  rates.  There  are  a  limited  number  of  mom*,  available  for  this  promotion,  and  promotion  is  subject  to  availability  at  time  of  rcservatii 
Suite  upgrade  subjec  t  to  availability  at  time  of  check-in.  Not  applicable  to  groups  or  conventions.  lax  not  mi  luded.  American  Airlines  reserves  the  right  in  change  the  YVlvantage  program  at  any  time  without  notice. 

American  Airlines  and  AAdvantagc  are  registered  trademarks  of  American  Airlines,  Inc. 


THE  FORBES  FOUR  HUNDRED 


OVER  $1,000,800,000 


1991  in  which  34  passengers  died:  "I 
thought  calmly,  'I  have  had  a  lot  of 
interesting  experiences  in  my  life,  and 
now  I  am  about  to  have  the  experi- 
ence of  death.'''  Pair  had  bitter  fight 
with  brothers  Fred,  William  (which 
see)  over  company.  Bill  ( David's  twin ) 
claimed  mismanagement.  Charles: 
Bill  had  ''various  psychiatric  ail- 
ments.'1'' Dissident  brothers  settled 
1983  for  $1  billion.  David:  "They 
wanted  the  cash  and  they  got  it.  But 
we  got  the  company."  Company  sub- 
ject of  1989  Senate  investigation  on 
filching  oil  from  Indians  in  South- 
west: David  and  Charles  charge  plot 
by  Bill  to  discredit  business.  Compa- 
ny cleared.  Charles  and  David  split, 
each  estimated  $1.2  billion  or  more. 


George  Soros 

Money  manager.  London;  NYC; 
Southampton,  N.Y.  64.  Divorced,  re- 
married; 5  children.  Hungarian  born, 
hid  from  Nazis  in  family  attic.  Paris 
after  war,  then  London  School  of 
Economics;  Wall  Street  analyst  1956, 
advised  Americans  on  Europe  after 
formation  of  European  Common 
Market  1957:  ".  .  .  for  a  brief  period  I 
ruled  as  a  one-eyed  king  among  the 
blind.11  Dropped  out,  spent  1963-66 
revising  never- published,  preten- 
tiously titled  philosophical  tract:  The 
Burden  of  Consciousness.  Then,  Quan- 
tum Fund,  Curacao-based  hedge 
fund  1969  for  non-U.S.  investors 
only.  Brilliant  long-term  record.  Re- 
garded with  awe  as  man  who 
"broke"  the  British  pound,  forcing 
U.K.  out  of  European  exchange  rate 
mechanism  1992,  making  $1  billion. 
Then  came  this  year:  mostly  recov- 
ered from  $600  million  loss  betting 
against  yen  early  1994.  Considers 
Karl  Popper  an  influence,  has  written 
books  on  Eastern  Europe,  investing, 
politics.  Massive  charitable  donations 
to  Eastern  Europe:  $100  million  for 
science  throughout  the  former  Soviet 
Union;  $50  million  humanitarian  aid 
to  Bosnia;  $200  million  endowment 
to  the  Central  European  University; 
etc.  Substantially  handed  over  fund 
investment  to  right-hand  man  Stanley 
Druckenmiller  1989;  performance 
improved:  "I  became  the  coach,  he 
became  the  competitor."  Even  after 
vast  philanthropies,  George's  net 
worth  believed  to  exceed  $1 .2  billion. 
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Bob  John  Magness 

TCI.  John  C.  Malone's  (which  see) 
better  hall".  Englewood,  Colo.  70. 
Widowed,  remarried;  2  sons.  Born 
Clinton,  Okla.  Patton's  Third  Army. 
Rancher,  cottonseed  seller.  Started 
cable  system  west  Texas  1955.  In- 
stalled small  systems;  sold  when  de- 
preciated, bought  larger  ones.  Recog- 
nized managerial  limitations,  found 
Malone  for  (  EO.  Tele-Communica- 
tions, Inc.  now  largest  cable  operator; 
programming  spinoff  Liberty  Media 
acquired  in  August.  In  1987  TCI  led 
Ted  Turner  (which  see)  rescue;  got 
stock.  Complex,  controversial  deal- 
ings. Would-be  bonanza  from  failed 
Bell  Atlantic  I  (  I  merger  would  have 
benefited  Magness  most.  Raises  cat- 
tle, horses;  collects  western  art.  His 
shares  recently  $1.2  billion. 


Laurence  Alan  Tisch 
Preston  Robert  Tisch 

Brothers.  Loews  Corp.  Their  Top  10 
investment  deals:  10)  Real  estate. 
Bought  Lakewood,  N.J.  resort  with 
father  1946.  Built  $17  million  Florida 
hotel  1958,  now  15-hotel  chain. 
9)  Gained  control  Loews  Theatres 
1959;  sold  in  1985.  8)  Added  Loril- 
lard  (tobacco)  1968.  7)  Added  CNA 
Financial  Insurance  1974.  6)  Bulova 
watch  1978.  5)  Bought  25%  of  "Tif- 
fany Network"  CBS,  staged  board- 
room coup  1986.  Moved  fast:  sold 
magazine,  record,  music  publishing 
divisions  1987-88;  paid  down  some 
debt.  4)  Invested  in  falling  bank 
stocks  1990-91,  fell  some  more;  re- 
covered. 3)  Underwrote  risky  Saatchi 
&  Saatchi  stock  offering  1991.  2) 
Larry  (through  Loews)  bought  Ma- 


cy's  stake;  Chapter  1 1 .  Bid  for  Canary 
Wharf  1992  rejected  by  banks; 
doesn't  count.  1 )  Stole  David  Letter- 
man  from  NBC;  CBS  stock  jumped  $39 
million.  After  any  sale  of  CBS,  will  have 
to  start  new  list.  Larry:  Westchester 
County,  N.Y.  71.  Married,  4  chil- 
dren. "Mr.  Inside,"  behind-the- 
scenes  financial  and  strategic  planner. 
Graduated  from  NYU  at  18,  master's 
in  electrical  engineering,  attended 
Harvard  Law.  Business  philosophy: 

i  "Profits  will  follow  from  quality." 
Eldest  son  Andrew  runs  Lorillard. 

i  Today  claims  CBS  not  for  sale  after 
planned  acquisition  of  Barn'  Diller's 

1  (which  see)  QVC  fell  through.  But 
Larry  rumored  to  be  eager  to  divest 

I  holdings  in  the  network.  Bob:  NY( 

!  and  Harrison,  N.J.  68.  Married,  2 

(sons,  1  daughter.  "Mr.  Outside," 
client-oriented.  U.  of  Michigan.  Left 

'20-month  Postmaster  General  stint 
1988  after  negotiating  union  contract 
that  eluded  predecessors  12  years. 

|  Hobnobs  with  both  Democrats  and 
Republicans.  Bought  50%  N.Y.  (foot- 
ball) Giants  for  $75  million  1991. 

(Today  stake  estimated  $88  million. 
Son  Jonathan,  now  son-in-law  of  Saul 
Steinberg  (which  sec),  runs  Loews 


Hotels.  Philanthropists:  NYU  dona- 
tions alone  exceed  $45  million. 
Loews  stock,  other  assets,  make  each 
brother  worth  about  $1.14  billion. 


Laurance  Spelman  Rockefeller 
and  family 

Inheritance,  investments.  NYC,  Tarry- 
town,  N.Y.  84.  Married,  3  daughters, 
1  son.  Grandson  of  Standard  Oil  pa- 
triarch John  D.  Rockefeller  (see  fam- 
ily). With  brother  David  (which  see), 
main  investor  of  his  generation.  Big 
returns  on  early  venture  capital  invest- 
ments seeded  from  huge  1934  trust: 
Eastern  Air  Lines  (sold  long  before 
liquidation),  McDonnell  Douglas, 
$100  million  gain  Apple  Computer. 
Also  built  remote,  exclusive  resorts 
West  Coast,  Caribbean,  Hawaii  (most 
sold).  Chaired  Rockefeller  Center 
Inc.  1953-66.  Environmentalist:  gave 
thousands  of  acres  to  national  parks, 
reserves.  Created  park  on  St.  John  in 
Virgin  Islands.  (Son,  Laurance,  49, 
environmental  attorney;  political  ac- 
tivist. In  spare  time  sells  land  to  "con- 
servation buyers"  upstate  N.Y.)  Also 
$36  million  to  Memorial  Sloan- Ket- 
tering Cancer  Center;  $2 1  million  to 


Princeton.  Relaxes  at  Pocantico  Hills, 
family's  huge  compound  where  he, 
brothers  grew  up.  Now  open  to  pub- 
lic. Introspective:  supports  Zendo, 
offshoot  of  Buddhism  that  preaches 
self-enlightenment.  His,  immediate 
family's  portion  Rockefeller  fortune 
worth  $1.1  billion. 


Margaret  Hunt  Hill  and  family 

Inheritance,  oil.  78.  Widowed,  3  chil- 
dren. Eldest  ciaughter  of  legendary 
Texas  wildcatter  H.L.  Hunt  (see  Car- 
oline Hunt,  Ray  Hunt).  He  taught 
her  oil  business  when  young.  Man- 
ages trust  for  brother  Hassie  (had 
mental  breakdown,  lobotomy;  child- 
less); still  involved  in  eveiy  major 
policy  decision.  With  sister,  stayed 
aw  ay  from  3  brothers'  celebrated  sil- 
ver debacle.  The  "boys"  (later,  the 
"Three  Stooges")  ignored  H.L.'s  ad- 
vice: "You  don't  risk  losing  every- 
thing you  got  to  get  something  you 
don't  have  to  have."  Margaret 
bought  their  repossessed  land  after 
1980  silver  crash.  Reportedly  insisted 
brothers  use  additional  personal  as- 
sets to  secure  company;  she  denies. 
With  Caroline,  pulled  out  her  and 
Hassie's  share  family  oil  company 
1983:  separate  oil,  real  estate  opera- 
tion. Recently  forced  to  post  $120- 
million-plus  bond  to  secure  legal 
judgment:  lost  dispute  with  former 
son-in-law  over  nonproducing  natu- 
ral gas  well;  under  appeal.  Son  Al  runs 
family-held  Global  Texas  Invest- 
ments. Margaret's  fortune,  including 
Hassie's  trust,  estimated  over  $1.1 
billion. 


Robert  William  Galvin 

Motorola.  Barrington  Hills,  111.  72. 
Married,  4  children.  U.  of  Notre 
Dame,  U.  of  Chicago,  but  never  grad- 
uated, joined  Army  Signal  Corps.  Fa- 
ther Paul  (d.  1959)  founded  Galvin 
Mfg.  1928  with  $1,315;  later  made 
car  radios:  Motorola.  Made  walkie- 
talkies  WWII.  Bob  started  working 
for  Motorola  part  time  1940;  presi- 
dent 1956,  chairman  1964.  Led  com- 
pany into  high-tech  electronics;  sold 
TV  division  to  expand  semiconduc- 
tors, wireless.  Revenues  1993:  $17 
billion.  Company  continues  to  spear- 
head development  of  cellular  phones: 
multibillion  dollar   satellite  project 
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Samuel  J.  LeFrak 
Owner  or 
manager  of  some 
90,000 
apartments 
nationwide, 
about  a  third  of 
them  in  the  five 
boroughs  of 
New  York  City. 


Indium.  Chairman  of  Scmatech,  gov- 
ernment-assisted microchip  endeav- 
or. Stepped  down  as  Motorola  chair- 
man 1990  but  still  minding  store 
from  board  full  time.  Trustee  of  Illi- 
nois Institute  of  Technology.  Son 
Christopher,  44,  now  president,  COO. 
Robert:  "In  our  business  you  have  to 
know  the  language,  and  the  language 
is  technology.  ...  I  wish  I  could  have 
had  the  time  to  train  for  it."  Picked  up 
lingo  well  enough:  Robert's  Moto- 
rola stock,  etc.,  $1.1  billion. 


Kathryn  McCurry  Albertson 
and  family 

Albertson's.  Boise,  Idaho.  87.  One 
daughter.  Widow  of  Joseph  Albert- 
son;  Kay  met  Joseph  in  college  (now 
named  Albertson  College,  thanks  to 
$35  million  in  donations).  He 
dropped  out  during  Depression  to 
manage  Kansas  Safeway  store.  In 
1939  began  Boise  grocery  with 
$5,000  life  savings,  $7,500  loan.  In 
1969  partnership  with  Leonard 
Skaggs  (which  See);  developed  grocery 
store/drugstore  under  one  roof, 
common  checkout  line.  Split  peace- 
ably 1977,  each  took  29  stores.  Ex- 
panded Albertson's  into  fourth-larg- 
est retail  food-drug  chain  in  U.S.:  680 


retail  stores  in  19  states.  Company 
currently  getting  some  flak:  national 
civil  rights  leaders  say  Albertson's  re- 
stricts employees'  rights  to  protest 
and  act  against  discrimination  on  job. 
Died  1993;  left  Kay  half  his  stock, 
other  assets.  Kay  very  private;  "She 
doesn't  like  to  talk  about  what  she's 
doing  right  now."  With  family  be- 
lieved worth  $1.1  billion. 


Samuel  Jayson  LeFrak 

Real  estate.  NYC.  76.  Married,  4  chil- 
dren. Joined  immigrant  father's  con- 
struction firm  after  U.  of  Maryland, 
took  over  1948.  With  postwar  short- 
ages, bought  forests  for  lumber;  later 
manufactured  own  bricks,  concrete. 
Developed  over  200,000  apartments, 
became  one  of  largest  U.S.  apartment 
owner/managers  (owns  61,000 
units,  manages  32,000).  "I'm  like  a 
farmer,  but  rather  than  reap  2  crops  a 
year,  I  bring  in  12  .  .  .  each  month 
when  our  rents  are  due."  Developed 
Brooklyn,  Queens,  N.Y.  (5,000-unit 
LeFrak  city);  later,  Wall  Street  area 
(Batten'  Park  City).  Building  600- 
acre,  $10  billion  waterfront  site, 
Newport,  N.J.,  including  1.2-mil- 
lion-square-foot  mall  with  Melvin  Si- 
mon (which  see);  reportedly  making 


giveaway  deals  while  real  estate  de- 
pression lingers.  Also  interests  in  oil 
and  gas,  art,  entertainment.  Long 
lamed  for  LeFrak's  Golden  Rule:  "He 
w  ho  has  the  gold  makes  the  rules." 
Visible  assets  estimated  $1.1  billion. 


Paul  Mellon 

Inheritance.  Upperville,  Va.  87.  Wid- 
owed, remarried;  2  children  by  first 
wife.  Grandfather  Thomas  started 
Mellon  Bank  forerunner.  Father  An- 
drew: U.S.  Treasury  Secretary,  art 
collector,  founder  National  Gallery 
(see  Mellon  family) .  Scion  of  famous, 
powerful,  envied  family  felt  lonely, 
vulnerable  as  a  child.  Choate,  Yale, 
Cambridge.  "My  isolation  in  univer- 
sity allowed  me  to  be  completely  un- 
aware of  unemployed  farmers  living  at 
subsistence  level  only  a  few  miles  away 
as  the  Depression  took  its  grip." 
Spent  3  years  in  his  20s  at  Mellon 
Bank  (Pittsburgh);  little  appetite  for 
commerce.  Felt  grave  responsibilities 
of  great  wealth;  spent  time  with  Carl 
Jung  learning  how  to  cope.  "Wealth 
offers  no  immunity  against  pain  and 
sorrow."  Eventually  settled  down  to 
life  of  gentleman  farmer,  intellectual, 
Anglophile.  "Paul  would  be  more 
comfortable   in   Georgian  England 
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Paul  Mellon 
(see  p.  134) 
has  his  estate 
in  Virginia's 
Piedmont  country 
No  Disney 
theme  park  in  the 
neighborhood, 
please. 


than  in  20th-century  America." 
Found  metier  as  art  collector,  added 
to  father's  huge  collection  to  build 
one  of  most  admired  collections  to- 
day. Famous  for  French  impression- 
ists, British  art.  Extremely  generous 
philanthropist:  some  $250  million  in 
paintings  to  Yale,  National  Gallery, 
Virginia  Museum  of  Fine  Arts.  Also 
helped  buy  land  for  Cape  Hatteras 
National  Seashore,  published  /  Cbinjj, 
gave  half  John  Locke's  library  to  Ox- 
ford. Claims  he  is  "picture  poor"  but 
believed  in  excess  of  $1  billion  anyway. 


Fred  A,  Lennon 

Valves,  pipe  fittings.  Chagrin  Falls, 
Ohio.  Married,  2  children.  Started  at 
IBM  in  customer  service;  later  sales- 
man for  Cleveland  office  machine 
company,  Weldon  Tool.  Met  Cullen 
Crawford,  designer  of  innovative 
high-pressure  pipe  fitting  called 
"Swagelok."  Became  partners;  start- 
ed Crawford  Fittings  1947.  Crawford 
produced,  Lennon  sold.  Bought 
Crawford's  stake  for  "next  to  noth- 
ing." Expanded  aggressively  1950s. 
Virtually  created,  now  dominates  in- 
dustry; leader  in  domestic  market, 
even  stronger  abroad.  Political  donor; 
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in  some  products  reportedly  sole 
supplier  to  U.S.  Navy.  Superior 
quality  commands  superior  prices. 
Company  "an  absolute  cash  cow." 
Wields  tremendous  power  over  his 
distributors.  Extraordinarily  secre- 
tive; work  scattered  among  several 
small,  ill-identified  factories  to  con- 
ceal real  volume  from  competitors. 
Spokesman:  "My  job  is  to  keep  us 
out  of  the  newspaper."  Last  known 
photograph  circa  1965.  Company 
motto:  "Secrecy  is  success.  Success 
is  secrecy."  Must  work;  Crawford 
Fittings  worth  at  least  $1  billion. 


Donald  Joyce  Hall 

Hallmark  Cards.  Mission  Hills,  Kans. 
66.  Married,  3  children.  Father  Joyce 
Hall  (d.  1982)  preacher's  son,  began 
selling  postcards  1906  age  15;  later 
greeting  cards  for  holidays,  Christmas 
illustrations  by  friend  Norman  Rock- 
well. Virtually  created,  later  dominat- 
ed, new  American  industry:  prepack- 
aged sentiment  for  all  occasions.  Ad- 
vertised heavily  late  1920s,  gained 
name  recognition,  market  share; 
avoided  WWII  rationing  by  convinc- 
ing government  greeting  cards  boost- 
ed national  morale.  Control  freak: 


insisted  on  personally  approving  every 
card  idea.  Don  took  over  as  CEO  1966; 
resigned  1986;  now  chairman.  "The 
worst  thing  you  can  do  in  front  of 
Don  Hall  is  to  show  emotion."  700- 
plus  person  creative  staff  develops 
over  21,000  cards/year  in  20  lan- 
guages: half  of  first-class  household- 
to- household  mail  is  greeting  cards; 
also  fuzzy  animals,  gift-wrapping,  etc. 
Diversified:  crayons,  real  estate,  me- 
dia. Disastrous  1988  acquisition  Uni- 
Vision,  Spanish  language  TV  network, 
not  deterrent  to  TV  investment:  re- 
cently acquired  RHI  Entertainment, 
leading  producer  "Hallmark  Hall  of 
Fame"  specials,  for  $365  million. 
Generous  employee  ownership  plan: 
Don  has  a  third,  esop  a  third,  Don's 
sisters  (see  Reid,  Marshall)  a  third. 
Don's  stake  estimated  at  cool,  un- 
emotional $1  billion. 


Curtis  LeRoy  Carlson 

Entrepreneur.  Long  Lake,  Minn.  80. 
Married,  2  children.  Son  of  Swedish 
immigrant  grocer;  started  business 
life  early — subcontracting  paper 
routes  to  brothers  for  a  profit.  U.  of 
Minnesota  1937;  Procter  &  Gamble 
soap   salesman,   $110/month.  Se- 
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Jon  Huntsman  and  wife,  Karen,  in  front  of  their  Deer  Valley,  Utah  retreat 
Expanding  his  chemicals  empire  aggressively,  but  never  recklessly. 


cured  $50  loan,  started  Gold  Bond 
Trading  Stamps,  1938.  "The  minute 
I  was  out  on  my  own,  I  knew  I'd 
found  my  own  element."  From 
1960s  on  built  one-man  travel,  hotel, 
restaurant,  marketing  conglomerate: 
Radisson,  Country  Kitchen,  TGI  Fri- 
day's, Carlson  Travel  Network  (an- 
nounced merger  with  France's  Accor 
Group  1994).  "Work  5  days  a  week, 
stay  even  with  your  competition; 
work  Saturdays  and  get  ahead."  Son- 
in-law  Edwin  (Skip)  Gage,  former 
Carlson  heir  apparent,  left  to  form 
:ompetitor,  Gage  Marketing;  took 
nany  managers  with  him.  Daughter 
Marilyn,  55,  now  looks  like  successor. 
Curt,  fullv  recovered  from  quadruple 
bypass,  still  at  helm  with  net  worth 
Estimated  $1  billion. 


Michel  Fribourg  and  family 

Grain  trader.  NYC.  81.  Widowed,  re- 
named; 5  children.  Michel's  great- 
peat- grandfather    started  trading 
grain   Belgium    1813;  grandfather 


prospered  trading  wheat  for  gold  dur- 
ing 1848  famine.  Family  sent  manag- 
ers to  found  Continental  Grain  Co., 
Chicago  1921;  immigrated  after  fall 
of  France  1940.  Michel  became  U.S. 
citizen;  U.S.  intelligence  officer 
WWII.  Left  service  after  father's 
deat  h  1944  to  take  over  business.  For 
almost  30  years  specialized  in  selling 
grain  to  former  Soviet  Union.  Diver- 
sified into  other  agribusiness  areas 
(poultry,  animal  feed,  hogs,  cattle, 
etc.).  Formed  partnership  with  Tosco 
Corp.  in  petroleum  trading  company 
(Continental- Tosco  Inc.);  since  dis- 
solved. Nearly  $15  billion  revenues, 
almost  all  from  low-margin  trading 
operations.  "We  have  survived  by 
working  with  our  wits."  Also  stake  in 
Overseas  Shipholding  Group,  na- 
tion's largest  independent  owner,  op- 
erator of  tankers,  dry  commodity  ves- 
sels. Michel  retired  in  June  as  Conti- 
nental chairman;  son  Paul,  now 
president,  chief  operating  officer. 
Family  strives  to  remain  private  with 
fortune  estimated  over  $1  billion. 


Jon  Meade  Huntsman 

Plastics,  chemicals.  Salt  Lake  City.  57. 
Married,  9  children.  Wharton,  USC 
M.B.A.  Managing  in-laws'  egg  pro- 
cessing plant  inspired  1965  joint  ven- 
ture in  polystyrene  egg  containers. 
Started  plastic  products  company 
with  brother  1968.  Appointed  to 
HEW  1970;  Nixon  aide;  Utah  chair 
man  Reagan,  Bush  campaigns.  Mean 
while,  company  neared  bankruptcy, 
then  recovered;  sold  1976.  Founded 
I  [untsman  Chemical  with  big  debt 
1982.  Sought  acquisitions  at  bargain 
prices  with  aggressive  leverage  at  cy- 
clical lows  in  plastics  markets.  Earlier 
this  year  bought  Texaco's  petrochem- 
icals operation  with  Australian  bil- 
lionaire Kerry  Packer  (also  a  bottom 
fisher)  for  $1.06  billion;  put  in  $80 
million  equity,  got  80%  stake.  Puts 
Huntsman  revenues  up  to  $3.4  bil- 
lion. Recently  announced  the  pur- 
chase of  Eastman  Chemical's  poly- 
propylene business,  adding  500  mil- 
lion pounds  capacity  (total  now  about 
850  million  pounds  and  growing). 
Net  worth  currently  estimated  at 
more  than  $1  billion.  Devout  Mor- 
mon; eventually  intends  to  give  much 
of  fortune  to  charity. 


David  Geffen 

Recording.  Malibu,  Beverly  Hills.  51. 
Single,  no  children.  Brooklynite. 
Mother  Batya  supported  family  sell- 
ing corsets  and  brassieres,  became 
landlord.  David  squeaked  by  high 
school;  college  dropout.  Started  as 
CBS  usher,  receptionist  TV  production 
company.  Landed  in  famous  William 
Morris  mailroom,  where  he  and  Barry 
Diller  became  competitive  friends. 
Managed  folk  rock  acts.  Founded 
Asylum  Records  1970:  F.agles,  Bob 
Dylan,  Linda  Ronstadt.  Sold  1972  for 
$7  million  to  Steve  Ross,  Warner 
Communications.  Became  vice  chair- 
man Warner  Bros.  False  diagnosis 
cancer  1976.  Dropped  out.  Returned 
1980.  Founded  Geffen  Records: 
Counting  Crows,  Guns  N'  Roses; 
movies  (Beetlejuice,  Little  Shop  of 
Horrors),  Broadway  (Cats,  Dream- 
girls).  Sold  to  mca  early  1990  for 
stock.  Matsushita  takeover  late  1990; 
netted  $710  million.  Into  junk 
bonds;  helped  friend  Calvin  Klein  on 
financial  troubles.  Says  shifted  $400 
million  out  of  junk  1992,  after  recov 


Forbes  400  ■  October  17,  1994 


137 


mc  runoto  ruun  nununiu 


OVER  $1,000,000,000 


I 


ery,  into  equities,  investment-grade 
bonds.  Claims  25%  annualized  return 
on  investments.  Supports  aids  re- 
search. One  of  Hollywood's  richest 
entrepreneurs,  estimated  at  $1  billion 
or  more. 


Estee  Lauder 
Leonard  Alan  Lauder 
Ronald  Steven  Lauder 

Mother,  2  sons.  Cosmetics.  NYC  and 
the  Hamptons.  Estee:  ageless  "Blue 
Lady"  (her  color).  Widowed:  "I  nev- 
er thought  I'd  make  it  big.  If  I  felt  I 
had  made  it,  I  would  be  somewhere 
nice,  like  St.  Moritz,  skiing. "  lose 
phine  Esther  Mentzer  born  to  Czech- 
Hungarian  immigrants  in  Queens. 
Peddled  skin  creams  for  Viennese  un- 
cle, attached  her  name  to  several 
brands.  Started  company  with  4 
products  1946;  pestered  department 
store  buyers  until  she  landed  orders. 
Married  Joseph  Lauder  (d.  1983) 
after  summer  resort  romance.  He: 
administrator,  escort.  She:  social  but- 
terfly, product  developer,  promoter. 


Claims  to  "see"  fragrances,  consum- 
er trends.  Built  one  of  world's  largest 
cosmetics  companies:  Estee,  Cli- 
nique,  Aramis,  Prescriptives,  now  ( >r 
igins  (natural  products,  recyclable 
containers  for  younger,  sincere 
crowd).  Sell  help  booths  at  depart 
ment  stores  popular.  Expanding  in- 
ternationally: Russia,  Eastern  Eu- 
rope, India,  China.  Overall  sales  up 
modestly.  Estee  no  longer  in  day-to- 
day  operations.  Rumors  of  merger 
w  ith  Procter  &  Gamble  petering  out. 
Leonard:  61.  Married,  2  sons.  Cur- 
rent CEO,  outspent  rivals  on  R&D,  now 
credited  with  much  of  company's 
growth.  Wife  Evelyn  a  senior  execu- 
tive; spearheading  company  effort  to 
raise  money  for  breast  cancer  re- 
search. Son  William  running  Origins, 
waiting  in  wings.  Ronald:  50.  Mar- 
ried^ daughters.  Left  company  1983 
to  become  deputy  assistant  defense 
secretary  ( NATO ),  ambassador  to  Aus- 
tria. Ran  for  mayor  of  New  York  City 
1989,  badly  beaten  in  primary:  spent 
estimated  $350  per  vote.  Went  back 
to  Estee.  Sponsored  term  limit  refer- 


Estee  Lauder 
Eldest  son 
Leonard  is  now 
running  the 
cosmetic 
business  that 
generates 
almost  $3  billion 
in  estimated  annu- 
al revenues;  big 
jumps  in  overseas 
sales  have 
offset  the 
domestic 
department 
store  closings 
that  have  hurt 
Lauder's 
distribution 
here. 


endum  for  ny<  officials  1993;  won 
big.  Briefly  considered  1994  New 
York  GOP  gubernatorial  bid.  He, 
mother,  brother  share  over  $3  billion. 


Winthrop  Paul  Rockefeller 

Inheritance.  Morrilton,  Ark.  45.  Di- 
vorced, remarried;  3  children  by  first 
wife,  2  by  second.  Great-grandson  of 
John  D.  Rockefeller  and  only  child  of 
"black  sheep"  Winthrop  (d.  1973,  seel 
Rockefeller  family),  who  converted 
rocky  mountaintop  into  Winrock 
Farms;  twice  Arkansas  GOP  governor 
(1967-71),  only  Rockefeller  brother 
to  work  as  a  manual  laborer — as  a 
Humble  Oil  field  trainee.  Built  Hot 
Springs,  Ark.  car  museum,  which 
houses  President  Clinton's  1967  Mus- 
tang convertible.  Winthrop  Rockefeller 
Foundation  funds  business  develop- 
ment projects  in  Arkansas.  Winthrop 
Paul  offspring  of  brief  marriage  to  Bar- 
bara (Bobo)  Sears;  European  school- 
ing;  Oxford  dropout  after  first  year. 
"Down-home  Rockefeller."  Runs 
Winrock,  one  of  largest  private  cattle 
operations  in  Soutiieast.  Set  up  Law 
Enforcement  Assistance  Foundation  to 
aid  local  sheriffs;  has  accompanied  area 
police  on  patrols.  Republican  with  ru- 
mored political  aspirations.  Very  phil- 
anthropic. Receives  share  of  1934  trust, 
along  with  other  members  "Cousins" 
generation.  His  cut  of  family  fortune 
estimated  $1  billion. 


James  Lawrence  Walton 

Wal-Mart  Stores.  Bentonville,  Ark. 
72.  Divorced,  2  daughters.  Operated 
small  5-and-10  in  Missouri.  Pooled 
fortunes  with  older  brother  Sam  Wal- 
ton (d.  1992)  when  Sam's  merchan- 
dising concept  in  rural  towns  took  off 
1950.  Brothers  expanded  chain  to  16 
stores  in  10  years.  Mastered  logistics 
of  supplying,  managing  large  chain. 
Became  Wal-Mart  1962,  spread 
across  country.  Now,  $67.3  biilion 
(1993  revenues)  chain,  more  than 
2,400  Wal-Marts  and  Sam's  Clubs. 
Expanding  into  Argentina  and  Brazil 
by  1995.  Jim  handled  real  estate. 
Quiet,  low  profile;  prefers  solitude  of 
fisherman's  boat  in  Venezuela,  Ar- 
gentina and  Alaska,  etc.  to  Benton- 
ville headquarters.  His  40.2  million 
shares,  etc.  recently  worth  $1  billion: 
still  world's  richest  good  of  boy. 
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CORPORATE  AMERICA  TURNS  TO 

THE  KENNEDY  CENTER  FOR 
TOOLS  OF  EDUCATION  REFORM 


The  Kennedy  Center 

THE  JOHN  F  KENNEDY  CENTER  FOR  THE  PERFORMING  ARTS 

With  help  from  big  business,  the  Kennedy  Center  is  adding  the  arts  to  the  three 
Rs— and  finding  surprising  solutions  to  America's  education  problems. 


ADVERTISEMENT  2 


CORPORATE  AMERICA  TURNS  TO  THE  KENNEDY  CENTER 
FOR  TOOLS  OF  EDUCATION  REFORM 


THE  ARTS  HAVE 
THE  POWER  TO 
TRANSFORM 
EDUCATION— AND 
THAT'S  GOOD  NEWS 
FOR  BUSINESS 

If  you  read  the  headlines  about 
America's  education  system,  the  story 
they  tell  is  a  bleak  one.  More  than  40 
million  Americans  can  read  only  at  the 
lowest  level  of  proficiency,  and  25%  of 
high  school  students  drop  out  before 
graduating.  More  than  half  of 
America's  students  leave  school  with- 
out the  skills  they  need  to  find  a  job. 

That's  the  bad  news.  The  good  news  is 
that  American  businesses  are  taking 
action  to  revitalize  American  education. 
They  are  looking  for  innovative,  effec- 
tive new  solutions  to  transform  educa- 
tion— and  they  are  finding  them  in  a 
surprising  place:  the  John  F.  Kennedy 
Center  for  the  Performing  Arts. 

For  nearly  a  quarter  of  a  century,  the 
Kennedy  Center  has  been  known  as 
the  nation's  center  for  the  performing 


"When  you  support  the  Kennedy  Center,  you 
join  a  nationwide  partnership  committed  to 
improving  the  quality  of  education  in  our  coun- 
try. You  reach  into  classrooms  across  the  nation 
with  arts  education  programs  that  get  children 
involved  and  excited  about  learning.  Tins  leads 
to  improved  academic  performance,  to  a  better 
environment  in  the  schools  and  to  a  more 
harmonious  and  unified  community  ." 

James  D.  Wolfensohn, 
Kennedy  Center  Chairman 


arts.  Now  the  Kennedy  Center  is  using 
its  experience  in  arts  education  to 
develop  unique  national  programs  that 
are  yielding  extraordinary  results. 
Through  these  programs,  young  people 
"at  risk" — of  dropping  out,  failing  or 
falling  behind — are  discovering  new 
avenues  for  untapped  creativity  and 
new  reasons  for  staying  in  school. 
Teachers  are  finding  new  ways  to  moti- 
vate and  inspire  their  students. 
Attendance  rates  are  on  the  rise. 

Hundreds  of  American  corporations  for 


whom  education  reform  is  a  priority 
have  lent  their  support  to  the  Kennedy 
Center's  education  programs  through 
the  Kennedy  Center  Corporate  Fund. 
These  business  leaders  have  discov- 
ered that  the  arts  engage  young 
minds,  spur  creativity,  sharpen  teach- 
ers' skills,  keep  kids  in  school  and 
instill  the  discipline  and  team-building 
skills  valued  by  corporate  America. 
Their  support  of  the  Kennedy  Center 
provides  the  means  to  enhance  the 
education  experience  for  millions  of 
American  students. 
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r  international  network  covers  more  than  100  countries  and 
gives  clients  full-service  coverage  around  the  world. 

The  Chubb  Group  of  Insurance  Companies,  with  85  branch  offices,  includes 

an  efficient  organization  of  3500  independent  agents  and  brokers  worldwide. 

But  we'd  be  the  first  to  tell  you  that  location  i 

is  only  part  of  the  story.  ♦  We  pride  ourselves  ' 

on  a  thorough  knowledge  of  local  laws  and 

customs,  as  well  as  a  deep  understanding  of      V  &pak 

local  insurance  regulations.  In  fact,  Chubb 

"wrote  the  book,"  an  authoritative  guide 

■  .  I 

for  agents  and  brokers  and  their  clients  with 

risks  overseas.   ♦  The  global  advantage,  of  a  Chubb  policy  is  its  uniform 
international  coverage.  This  means  multinational  clients  can  rely  on  a  single 
insurance  company  to  handle  their  needs  worldwide  —  without  a  babel  of 
confusion.  ♦  You'll  see  this  kind  of  consistency  in  the  people  we  hire,  too. 
It's  always  been  our  .pdicy  to  train  our  underwriters,  loss  control  speci; 
and  claim  experts  to  the  same  world-class  level  of  service,  wherev 
located.   ♦  If  you  have  business  that  crosses  oceans  or  borders, 
well  versed  in  the  language  of  insurance  anywhere  on  the  planet.  And 
to  cover  a  realm  as  wide  as  the  world.  For  information,  call 


Chub 


-800-36  CHUBB. 


Insure  your  world  with  Ghubb 


refers  to  member  insurers  of  the  Chubb  Group  of  Insurance  Companies 
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CORPORATE  AMERICA  TURNS  TO  THE  KENNEDY  CENTER 
FOR  TOOLS  OF  EDUCATION  REFORM 


Kennedy  Center  Chairman  James  D.  Wolfensohn  is  committed  to  arts  education.  Here,  he  welcomes  one 
of  thousands  of  children  attending  a  free  performance  at  the  Kennedy  Center  "Open  House." 


The  Kennedy  Center  plays  a 
leadership  role  in  national  educa- 
tion reform  by: 

#  Serving  as  a  national  policy 
voice  for  arts  education,  providing 
policy  planning  and  program 
development; 

©  Organizing  and  providing  model 
programs  to  educators  and  com- 
munity arts  leaders  in  all  50  states; 

®  Creating  and  fostering  partner- 
ships among  schools  and  commu- 
nity arts  centers  across  America; 

®  Getting  the  word  out  to  schools, 
government  leaders  and  other  arts 
institutions  about  new  programs  that 
improve  the  quality  of  education; 

®  Presenting  and  touring  per- 
formances for  schools  and 
communities. 


THE  RESEARCH  IS  IN: 
THE  ARTS  IMPROVE 
EDUCATION 

The  link  between  arts  education  and  a 
good  education  is  revealed  in  research 
on  a  broad  variety  of  topics.  Researchers 
at  the  University  of  California  at  Irvine 
found  that  musical  training  stimulates 
neural  activity  in  young  children  and 
expands  their  ability  to  think;  a  further 
study  determined  that  ten  minutes  of 
listening  to  a  Mozart  piano  sonata  raised 
the  measurable  IQ  of  college  students  as 
much  as  nine  points. 

And  music  is  hardly  the  only  magic  tool 
for  sharpening  young  minds:  according 
to  the  National  Center  for  Education 
Statistics,  high  school  students  who 
concentrate  in  any  of  the  arts  consis- 
tently outperform  national  SAT  aver- 
ages of  those  students  with  no  arts 
coursework.  In  addition  to  improving 
test  scores,  the  arts  have  been  shown 
to  enhance  the  development  of  inter- 


personal skills  vital  to  a  successful 
work  force.  For  instance,  a  study  of 
200  southern  high  schools  found  that 
the  arts  contributed  to  an  appreciation 
of  diversity  and  positive  self-esteem  as 
well  as  to  academic  achievements. 

So  compelling  is  the  research  that  the 
arts  were  included  as  one  of  the  nine 
core  subjects  identified  as  essential  in 
"Goals  2000:  Educate  America  Act,"  the 
landmark  education-reform  legislation 
signed  by  President  Clinton  this  year. 
The  Kennedy  Center  played  a  key  role 
in  advocating  the  inclusion  of  the  arts 
and  in  the  development  and  passage  of 
the  bill.  "We  must  challenge  all  of  our 
students  to  meet  rigorous,  international- 
ly competitive  standards  in  all  subjects, 
including  the  arts,"  says  Education 
Secretary  Richard  W.  Riley.  "I  look  for- 
ward to  working  with  the  National 
Endowment  for  the  Arts,  the  Kennedy 
Center  and  other  national  arts  educa- 
tion associates  to  develop  world-class 
education  standards." 

Research  has  shown  that  arts 
education  programs: 

•  Inspire  the  development  of  higher- 
order  thinking  skills,  creativity  and 
problem-solving  ability — the  skills 
that  make  young  people  better  stu- 
dents today  and  better  employees 
tomorrow; 

•  Intensify  motivation  to  learn; 

•  Improve  academic  performance 
and  standardized  test  scores; 

•  Produce  more  highly  engaged 
students  where  traditional  programs 
fail  to  inspire; 

•  Increase  self-esteem; 

•  Increase  student  attendance  and 
teacher  motivation; 

•  Increase  graduation  rates; 

•  Serve  as  a  valuable  teaching  tool 
in  helping  students  with  physical  or 
mental  disabilities  or  with  limited 
English  proficiency. 

In  short,  arts  education  programs, 
like  those  developed  by  the  Kennedy 
Center  and  its  partners  nationwide, 
help  keep  kids  in  school  and  improve 
the  quality  of  the  education  they 
receive  while  they  are  there. 


ITT  Tech  Students 
Pass  Their  Biggest  Test 
After  Graduation. 
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Finding  a  job  with  a  future,  one  that  is  related  to  their 
education,  that's  the  ultimate  test  college  graduates  face 
today.  A  good  education  isn't  enough.  Students  need  both 
the  theory  and  the  practical  application  of  the  theory 
which  are  necessary  in  an  increasingly  specialized  job  market. 

At  ITT,  we  had  a  vision  for  a  system  of  higher  edu- 
cation that  prepares  students  to  meet  the  demands  of 
American  businesses.  Taught  by  instructors  with  real- 
world  experience.  So  graduates  will  be  better  prepared 


to  handle  the  jobs  tomorrow's  technological  workplace 
will  produce. 

That's  what  led  us  to  invest  over  $60  million  in  ITT 
Technical  Institutes.  ITT  Tech  is  one  of  the  leading  private 
career-focused  programs  in  the  U.S.  Teaching  entry  level  skills 
for  productive  jobs  in  telecommunications,  consumer  elec- 
tronics, aerospace,  computer  drafting 
and  other  21st  century  fields.  It's  good 
to  know  our  investment  is  working. 


ITT 


"Mosam"  has  some 
great  stories  about  the 
Chesapeake  Bay. 


If  you  want  to  know  how  to  build-  a 
Deadrise  workboat,  or  how  the  crabs  are  running, 
or  even  about  the  muskrat  population  40  years 
ago,  all  you  have  to  do  is  spend  a  few  minutes 
with  Elmer  "Mosam"  Ford. 

"Mosam"  knows  all  the  stories.  And  if 
he  embellishes  them  a  little,  well,  that  makes 
them  all  the  better. 

The  U.S.  Environmental  Protection 
Agency  also  has  some  things  to  say  about  the 
Bay.  And  while  these  stories  are  more  serious 
than  "Mosam's,"  they  need  to  be  told,  too. 

The  stories  use  computer  models  and 
simulations  to  predict  the  effects  of  human 
interaction  with  the  Bay.  They  help  EPA  decision- 
makers determine  how  to  protect  this  national 
treasure  from  chemical  and  toxic  pollutants. 
The  same  techniques  are  also  being  applied  to 
safeguard  other  precious  national  resources. 

It  takes  a  lot  of  teamwork  to  keep  the 
environment  clean.  Martin  Marietta  is  proud  to 
help  by  processing  vital  information  for  the 
EPA  using  the  most  sophisticated  computing 
resources  available.  Together,  we  all  can  help 
keep  America  beautiful. 

And  that's  a  story  "Mosam"  loves  to  tell. 


(,801  ROCKLEDOE  DRIVE.  BETHESDA.  MARYLAND  20817 
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CORPORATE  AMERICA  TURNS  TO  THE  KENNEDY  CENTER 
FOR  TOOLS  OF  EDUCATION  REFORM 
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For  nearly  a  quarter  of  a  century,  the  Kennedy  Center  has  been  known  as  the 
nation's  stage  for  the  performing  arts.  The  Center's  six  stages  are  alight  with 
theater,  dance  and  music.  Each  year,  audiences  numbering  in  the  millions  see 
performances  by  the  finest  American  and  international  performing  artists  and 
ensembles.  The  Center's  artistic  affiliate,  the  National  Symphony  Orchestra, 
now  under  the  direction  of  Leonard  Slatkin,  performs  more  than  one  hundred 
concerts  at  the  Kennedy  Center  and  throughout  the  community  annually,  in 
addition  to  its  national  outreach  and  touring  programs.  The  Washington 
Opera,  headed  by  Placido  Domingo,  presents  a  sellout  season  at  the  Center 
each  year.  The  American  Film  Institute  presents  festivals  of  films  from  around 
the  world  at  the  Center. 

In  addition  to  presenting  performances,  the  Kennedy  Center  honors  and  nur- 
tures performing  artists.  Through  its  commissioning  programs,  the  Center  sup- 
ports the  creation  of  new  works  by  acclaimed  playwrights,  choreographers  and 
composers.  As  a  theatrical  producer,  the  Kennedy  Center  plays  a  key  role  in 
bringing  many  important  new  works  to  the  stage.  Each  year  the  Kennedy 
Center  Honors  recognizes  outstanding  artists  for  their  lifetime  contributions  to 
American  culture  through  the  performing  arts. 

While  preserving  the  greatest  works  of  our  culture  and  encouraging  the  cre- 
ation of  new  arts  are  important  components  of  the  Kennedy  Center's  mission 
as  the  national  performing  arts  center,  it  is  in  its  role  as  arts  educator  that  the 
Center  plays  a  vital  part  in  our  nation's  future.  A  national  leader  in  arts  educa- 
tion, the  Kennedy  Center  has  successfully  demonstrated  the  transforming 
effect  that  the  arts  can  have  on  the  quality  of  education,  teaching  discipline 
and  problem-solving  skills,  instilling  creativity  and  confidence,  and  enlivening 
the  entire  curriculum. 


THE  ARTS  MAKE 
GOOD  TEACHERS 
BETTER 

'Taking  Kennedy  Center  workshops 
has  made  me  in  many,  many  ways  a 
much  more  creative  and,  I  feel,  better 
teacher .  .  ." 

"Thank  you,  Kennedy  Center,  for  a 
yearly  stimulus  that  continually  adds  to 
my  teaching  repertoire  :  .  ." 

"These  Kennedy  Center  courses 
always  leave  you  with  great  class  plans 
and  new  ideas  to  get  curriculum  sub- 
jects across  to  the  students  .  .  ." 

"I  feel  I  am  teaching  with  much  more 
enthusiasm  and  excitement  as  a  result  of 
the  Kennedy  Center  workshops  .  .  ." 


These  are  just  some  of  the  rave 
reviews  teachers  have  given  the  work- 
shops in  the  Kennedy  Center's 
Professional  Development 
Opportunities  for  Teachers  program. 
Making  good  teachers  betteus  one 
sure  way  to  improve  schools — and  give 
students  a  better  chance  at  a  good 
education. 

That's  why  General  Electric  is  an  avid 
supporter  of  this  Kennedy  Center 
program.  GE  funding  helps  the 
Kennedy  Center  provide  30  to  40 
annual  workshops  that  show  teach- 
ers— through  hands-on  participa- 
tion— how  to  integrate  the  arts  into 
their  classrooms.  Through  such 
workshops  as  "Bringing  Literature  to 
Life!"  and  "Developing  Thinking  Skills 
Through  the  Arts,"  teachers  learn 
how  the  arts  can  be  a  powerful  tool 


to  motivate  and  inspire  children. 

Pfizer  is  another  corporate  giant  com- 
mitted to  helping  teachers,  both 
through  its  support  of  the  Kennedy 
Center  and  its  own  programs.  "As  a 
research-based  health-care  company, 
we  place  a  premium  on  discovery  and 
innovation,  and  we  invest  in  education 
at  all  levels  to  help  young  people  gain 
the  skills  that  will  open  up  rewarding 
career  opportunities,"  says  Pfizer 
Chairman  and  Chief  Executive  Officer 
William  C.  Steere  Jr.  Inventive  Kennedy 
Center  workshops  like  "Combining 
Instruction  In  Music  and  Mathematics" 
help  teachers  find  new  ways  to  teach 
subjects  that  are  important  to  develop- 
ing a  skilled  work  force. 

Through  workshops  offered  at  the 
Center  and  in  tours  across  the  country, 
the  Kennedy  Center  reaches  hundreds 
of  teachers  each  year.  And  by  sharing 
the  experience  gained  in  workshops 
offered  at  the  Kennedy  Center  with  its 
partners  in  the  Performing  Arts  Centers 
and  Schools  program  and  the  Kennedy 
Center  Alliance  for  Arts  Education 
Network,  the  Kennedy  Center  expands 
its  reach  a  thousandfold. 

Thousands  of  teachers  .  .  .  reaching 
and  teaching  hundreds  of  thousands  of 
students  across  America.  It's  a  formula 
that  appeals  to  corporate  leaders  inter- 
ested in  improving  education's  bottom 
line:  a  better-educated  work  force. 

'The  arts  can 
communicate  with  the 
effect  and  impact  that 
captivate  young  people. 
Dance,  music,  and  writ- 
ing— they  facilitate  an 
environment  conducive 
to  learning  and  creativity. 
It's  here  that  we  can 
start  to  turn  the  tide 
as  members  of  the 
corporate  community." 

Michael  R.  Bowlin,  Chief  Executive 
Officer,  ARCO 
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WITH  HELP  FROM  CORPORATE  AMERICA,  KENNEDY 


•  The  Kennedy  Center  Alliance  for  Arts  Education  Network  brings 
together  educators,  community  leaders,  artists  and  concerned  citi- 
zens to  advocate  for  arts  education. 

•  The  Kennedy  Center  Performing  Arts  Centers  and  Schools 
program  fosters  partnerships  among  educators  and  artists  to  help 
make  good  teachers  better. 

•  The  Kennedy  Center  National  Symphony  Orchestra  American 
Residencies  Program  shares  the  joy  of  great  music  with  commu- 
nities across  America,  demonstrating  in  classrooms  and  concert 
halls  music's  power  to  inspire. 

•  The  Kennedy  Center  IMAGINATION  CELEBRATION  produces, 


presents  and  tours  quality  performances  for  young  people  and 
families. 

The  Kennedy  Center  American  College  Theater  Festival  offers 
thousands  of  gifted  young  people  the  opportunity  to  compete  for 
scholarships  and  national  recognition. 

ArtsEdge,  the  National  Arts  and  Education  Information  Network 
developed  by  the  Kennedy  Center,  the  National  Endowment  for 
the  Arts  and  the  U.S.  Department  of  Education  will  enable  millions 
to  share  arts  education  program  information  through  an  interactive 
communications  network. 

-  Major  Kennedy  Center  contributors 


"Chubb's  long-standing 
commitment  to  arts- 
based  education  and 
linternships  for  disadvan- 
l  taged  individuals  has 
delivered  to  us  an 
impressive  reservoir  of 
lemployees  trained  in  the 
very  skills  we  need." 

Dean  R.  O'Hare,  Chairman, 
Chubb  Group  of  Insurance  Companies 


"Developing  business 
leaders  starts  in  school. 
Not  in  assembly-line 
schooling,  but  rather 
through  the  dynamic 
processes  that  the 
arts-in-education 
experience 
provides." 

Clifford  V.  Smith  Jr.,  President, 
GE  Fund 


"The  need  for 
improving  education 
is  well-accepted. 
There  is  no  better 
way  to  achieve  this  goal 
than  through 
an  understanding 
of  and  appreciation 
for  the  arts." 

Arthur  Y.  Ferrara, 
Chairman  and  Chief  Executive  Officer, 
The  Guardian  Life  Insurance  Company 
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CORPORATE  AMERICA  TURNS  TO  THE  KENNEDY  CENTER 
FOR  TOOLS  OF  EDUCATION  REFORM 


Hands-on  arts  education  programs  in  schools  keep  children  engaged,  involved  and  enthusiastic  about  learning.  The  Kennedy  Center's  national  education  pro- 
grams reach  children  in  classrooms  across  the  United  States. 


"For  the  future  of  our  children  and 
our  communities,  we  must  find  new 
ways  to  engage  students  in  the  learning 
process.  The  arts  can  be  a  powerful  vehicle 
through  which  to  challenge  young 
people's  minds,  stir  their  creativity, 
instill  discipline  and  build  self-esteem." 

Lawrence  A.  Hough,  President  and  Chief  Executive  Officer,  Sallie  Mae 


THE  ARTS  KEEP  KIDS 
IN  SCHOOL 

Consider  Joe,  a  young  boy  in  an  ele- 
mentary school  in  Baltimore.  His 
teacher,  Kathleen  Dockeray,  had  strug- 
gled in  vain  to  motivate  him.  His  atten- 
tion wandered,  his  schoolwork  suf- 
fered, and  the  combination  of  his  lack 
of  interest  and  resulting  poor  perfor- 
mance created  a  vicious  cycle  of  fail- 
ure and  low  self-esteem.  Then 
Dockeray  attended  a  Kennedy  Center 
workshop  called  "Making  Musical 
Instruments  of  Diverse  Cultures." 
When  she  shared  her  new  lesson  plan 
with  her  class,  it  was  "a  turning  point 
for  Joe,"  according  to  Dockeray.  The 
young  student  became  enthralled  with 
making  music  and  musical  instru- 
ments. His  skill  won  him  respect  from 
his  classmates.  His  confidence 
soared.  His  attendance  improved,  as 
did  his  academics.  "I  owe  it  to  Joe, 
and  other  students  like  him,  to  partici- 
pate in  as  many  workshops  as  possi- 
ble at  the  Kennedy  Center,"  Dockeray 
says. 

Joe's  story  is  one  of  hundreds. 
Through  programs  like  the  Arts 
Enterprise  Zones,  the  Kennedy  Center 
(with  its  partners,  the  Levine  School  of 


Music,  the  Washington  Parent  Group 
Fund  and  the  Washington  Performing 
Arts  Society,  as  well  as  major  funders 
such  as  Sallie  Mae)  reaches  out  to 
students  in  inner-city  neighborhoods, 
providing  mentors  and  role  models  and 
the  kind  of  one-on-one  attention  that 
can  tap  the  potential  for  success  in 
these  communities.  The  concept  of  the 
"enterprise  zone"  is  appealing  to  cor- 
porate leaders,  who  applaud  the  team 
effort  and  measurable  results  of  such 
community-based  programs. 

Other  Kennedy  Center  programs  give 
students  an  opportunity  to  work  with 
artists-in-residence — including  such 
acclaimed  artists  as  Arthur  Mitchell, 
artistic  director  of  Dance  Theatre  of 


Harlem,  prima  ballerina  Suzanne 
Farrell,  clarinetist  Richard  Stoltzman, 
choreographer  Jacques  D'Amboise 
and  musicians  of  the  National  Sym- 
phony Orchestra. 

The  experience  can  be  transforming. 
Students  who  might  otherwise  be  lost 
are  encouraged  not  just  to  stay  in 
school,  but  to  excel. 

"What  we  have  learned  in  working  with 
students  and  teachers  across 
America,"  explains  Kennedy  Center 
Chairman  James  D.  Wolfensohn,  "is 
that  the  arts  cannot  be  dismissed  as 
an  optional  'extra'  in  education.  The 
arts  provide  the  spark  that  enables 
children  to  excel." 


Creating  a  more  competitive  work  force 
starts  with  the  simplest  tools. 


In  schools  across  the  country,  tomorrow's  work  force  is  being  shaped  today.  Shaped  by  tools 
that  teach  children  to  use  their  imagination,  that  encourage  them  to  create,  to  perform.  And  to 
dream.  At  GE,  we  know  that  an  education  including  the  arts  is  vital.  Because  students  who  appreciate 
the  conceptual  as  well  as  the  analytical  are  the  ones  who'll  create  the  innovations  of  tomorrow. 

That's  why  we're  one  of  the  largest  corporate  supporters  of  arts-in-education  programs.  In 
fact,  through  The  GE  Fund  we  support  all  kinds  of  educational  programs. 

In  our  College  Bound  program,  GE  employees  volunteer  as  mentors  to  high  school  students 
to  boost  college  enrollment  rates.  Faculty  for  the  Future  is  growing  the  number  of  minority 
professors  through  grants  and  scholarships.  Still  other  GE  Fund  programs  are  changing  schools 
nationwide  to  develop  well-rounded  students  with  winning  ideas. 

So  while  crayons  and  chalk  may  be  simple  things,  at  GE  they  mean  the  world  to  us. 


We  bring  good  things  to  life. 


1  was  thinking,  'If  I  can  just  get  to  the  game, 
I'll  be  all  right.' " 


JOHN  N  y  MOORE 

SAN  ANTONIO,  TEXAS 


The  point  guard  for  the  Spurs  never  made  it  to 
that  game  against  the  Lakers  back  in  1985.  Instead, 
he  landed  in  the  hospital,  where  after  10  days  he 
was  diagnosed  with  a  serious  fungal  disease. 

For  months,  Johnny  was  plagued  by  excruciating 
headaches  and  terrible  nausea.  His  doctors  told  him 
he  might  go  blind  and  lose  the  use  of  his  limbs. 
They  said  he  might  even  die. 

Thanks  to  excellent  care  and  a  medication  made 
possible  by  the  research  we  do,  none  of  these 
came  to  pass.  And  Johnny  got  another  shot  at  life. 

Health  care  legislation  must  ensure  that  this  research 
continues,  so  companies  like  Pfizer  can  find  new 
medications.  And  help  more  people  like  Johnny. 

They  told  me  I'd  probably  never  have  kids,"  he  says. 
And  now  I've  got  my  little  girl.  I'm  so  thankful." 
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CORPORATE  AMERICA  TURNS  TO  THE  KENNEDY  CENTER 
FOR  TOOLS  OF  EDUCATION  REFORM 


Through  residencies  like  this  one  with  the  Dance  Theatre  of  Harlem,  the  Kennedy  Center  puts  children  at  risk  in  touch  with  internationally  renowned  artists — pro- 
viding role  models,  a  focus  for  learning  and  a  source  of  self-esteem. 


SPARKING 

CORPORATE 

CREATIVITY 

Unlocking  creativity  is  one  of  the  jobs 
the  arts  do  best.  And  creativity  is  the 
key  to  success,  say  the  Kennedy 
Center's  corporate  supporters. 

At  General  Motors,  President  and  Chief 
Executive  Officer  John  F.  Smith  pays 
homage  to  the  role  of  creativity  in  the 
automaker's  financial  turnaround  in 
1993.  "Our  recent  progress  can  be 
attributed  to  many  factors,"  says  Smith. 
"Among  them  has  been  developing 
the  organizational  flexibility  and  strate- 
gic thinking  that  promotes  innovation, 
creativity  and  a  broad,  integrated 
approach  to  our  business." 

It's  an  idea  echoed  again  and  again  in 
successful  corporations.  "Philip  Morris' 
support  for  the  arts  is  rooted  in  the 
belief  that  creative  thinking  is  the  key 
to  success  in  our  business  and  to 
vitality  in  our  communities,"  says 
William  Murray,  chairman  of  Philip 
Morris  Companies  Inc.  and  chairman 
of  the  Kennedy  Center  Corporate 


Fund.  "Art  helps  us  make  connec- 
tions— between  a  problem  and  a  solu- 
tion, between  ourselves  and  other 
people,  between  our  society  and  the 
rich  variety  of  other  cultures  around 
the  world." 

"We  believe  the 
arts  are  essential 
in  creating  well- 
rounded  individuals. 
We  invest  in  educa- 
tion at  all  levels  to 
help  young  people 
gain  the  skills  that 

will  open  up 
rewarding  career 
opportunities.' 
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William  C.  Steere  Jr., 
Chairman  and  Chief  Executive  Officer, 
Pfizer 

John  L.  Clendenin,  chairman  and  chief 
executive  officer  of  BellSouth,  adds, 


"Arts  can  be  used  to  expand  thinking 
skills  and  creativity,  and  to  add  a  human 
element  to  the  learning  equation. 
BellSouth  encourages  educators  across 
the  South  to  make  arts  an  integral  seg- 
ment of  the  education  experience." 

The  arts  can  also  play  an  important 
role  in  a  company's  legacy.  Ashland 
Oil  made  its  first  contribution  to  the 
Kennedy  Center  in  1977  and  it  contin- 
ues to  support  the  Center's  initiatives. 
"For  years,  Ashland  Oil  has  been  a 
leader  in  the  drive  to  strengthen 
America's  schools,"  says  John  R.  Hall, 
chairman  and  chief  executive  officer. 
"Programs  that  bring  arts  to  children  in 
their  schools  are  of  particular  interest 
to  us,  because  they  broaden  experi- 
ences of  our  children  today,  so  they  will 
be  better  prepared  for  the  work  force 
of  tomorrow." 

Acknowledging  the  changing  demands 
of  the  workplace,  Miles  Inc.  President 
and  Chief  Executive  Officer  Helge  H. 
Wehmeier  puts  it  this  way:  "It  used  to 
be  that  American  business  needed 
workers  for  their  muscle.  Today,  we 
need  highly  skilled  workers  for  their 
brains — to  think  and  create.  That's  why 
we're  willing  to  put  our  money  and  the 


You'd  be  amazed  at  what  kids 
are  learning  by  watching  TV. 


Today,  kids  are  greatly  influenced  by  the  most 
owerful  of  media,  television. 

Through  the  National  Teacher  Training 
istitute  for  Math,  Science  and  Technology,  televi- 
ion  is  being  used  in  its  most  positive  form. 

Education. 

NTTI  trains  teachers  to  use  hands-on  methods 
>r  incorporating  television  and  emerging  technolo- 
ies  into  their  science  and  math  lessons.  By  the  end 
I  this  school  year,  NTTI  will  have  trained  some 
5,000  teachers  in  25  states  and  the  District  of 
olumbia,  bringing  nearly  10  million  school  chil 
;ren  closer  to  excellence  in  math  and  science. 


TEXACO 


Developed  by  public  television  station 
Thirteen/WNET  in  New  York,  in  partnership  with 
Texaco,  the  Corporation  for  Public  Broadcasting 
and  public  television  stations  around  the  country, 
NTTI  has  been  commended  by  leaders  in  educa- 
tion and  government,  including  the  U.S. 
Department  of  Education. 

Thanks  to  local  public  television  stations  and 
enthusiastic  teachers  nationwide,  NTTI  is  helping 
to  reform  math  and  science  education  to  enhance 
America's  global  competitiveness. 

Texaco  is  proud  to  play  a  leadership  role  in 
this  innovative  effort. 


lfihtin  •  wnet 


The  key  to  James  W)lfensohns  success: 
He  plays  more  than  financial  instruments. 


James  D.  Wolfensohn,  CEO  of  James  D.  Wolfensohn,  Inc.,  speaks 
about  the  challenges  and  rewards  of  a  life-long  involvement  with 
the  arts  in  a  conversation  with  David  Finn,  board  member  of  the 
Business  Committee  for  the  Arts,  and  Chairman  of  Ruder -Finn. 


James  Wolfensohn  at  Wolfensohn  Hall,  Institute  for  Advanced  Study,  Princeton,  N.J.  photo:  David  Finn 


The  Art  of  Leadership 


"I  grew  up  in  Australia  and  received  my 
education  there,  including  Liberal  Arts  and 
Law  degrees.  Subsequently  I  received  an 
MBA  from  Harvard  and  when  I  returned 
to  Australia  I  started  an  investment  bank 
associated  with  the  British  merchant  bank, 
Schroders  Ltd.  Thirteen  years  ago  I  started 
my  own  firm  to 
provide  strategic 
corporate  advice,  and  I  am  happy  to  say 
we  are  now  tenth  or  eleventh  in  the  world 
in  mergers  and  acquisitions.  In  1993  we 
did  $12  billion  worth  of  business. 

"One  of  the  reasons  I  started  my  own 
firm  was  because  I  wanted  to  spend  20  to 
30  percent  of  my  time  on  non-business 
activities,  particularly  in  the  arts.  I  also 
wanted  to  try  to  perform  a  bit  myself. 
Happily,  I've  been  able  to  do  both. 

"I  started  playing  the  piano  when  I 
was  very  young,  but  I  took  up  the 
cello  when  I  was  43.  Jacqueline  Du  Pre 
was  my  teacher.  Being  a  musician  myself 
has  been  an  important  part  of  my  devel- 
opment as  a  supporter  of  the  arts. 

"In  1970  I  joined  the  board  of  Carnegie 
Hall.  Isaac  Stern  and  I  formed  a  partner- 
ship that  has  succeeded  in  setting  Carnegie 


Hall  on  a  sound  course  for  the  future. 

"Then,  in  1990  I  became  Chairman 
and  CEO  of  the  Kennedy  Center  which 
at  the  time  was  in  terrible  financial  shape. 
We  have  made  enormous  changes  to  stabilize 
the  center's  financial  position  and  have 
gready  expanded  its  activities.  Our  national 
education  and  training  program  now  reaches 
two  million  children  around  the  country. 

"One  of  the  classic  dilemmas  in  the  arts 
is  the  lack  of  managers  with  combined 
skills  and  experience  in  both  the  arts  and 
business.  Too  often,  when  arts  organiza- 
tions grow  into  major  institutions  com- 
manding multi-million  dollar  budgets,  the 
business  problems  they  face  are  extremely 
challenging  to  arts  administrators. 

"I  am  also  Chairman  of  the  Board  of 
the  Institute  for  Advanced  Study,  where 
the  arts  is  one  of  the  disciplines  in  which 
leading  scholars  are  invited  to  do  their 
work.  It  is  also  where  the  newly  construct- 
ed Wolfensohn  Hall  has  proven  ideal  for 
concerts.  We  now  have  our  first  artist-in- 
residence  —  a  world-renowned  pianist  who 
will  study  and  give  concerts  at  the 
Institute.  Management  is  equally  impor- 
tant in  such  institutions,  although  I  feel 


that  when  academic  freedom  is  at  the 
core,  financial  discipline  must  be  main- 
tained without  being  felt. 

"In  European  countries  the  governmen 
provides  $35  per  head  for  the  arts.  In  the 
U.S.  government  funding  is  79<£  per  heac 
and  with  state  and  city  funding  we  reach 
$2.70  per  head.  The  rest  has  to  be  made 
up  from  private  sources. 

"I  think  the  future  of  the  U.S.  will 
be  greatly  affected  by  how  successfully 
we  provide  support  for  the  arts  in  th 
years  ahead.  I  also  believe  that  if  the  art 
are  to  flourish  in  this  country  business 
will  have  to  provide  the  necessary  man- 
agement skills,  as  well  as  the  funds,  to 
keep  our  arts  institutions  healthy." 

The  most  respected  companies  in  the  world 
are  involved  with  the  arts  in  altogether  neu 
ways.  To  form  an  alliance  with  the  arts  thct 
meets  your  strategic  goals,  contact: 

Business  Committee 
for  the  Arts,  Inc. 

1775  Broadway 
New  York,  New  York  10019 
212  664-0600 

Prepared  as  a  public  service  by  A.D.  Lubow,  Inc. 
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CORPORATE  AMERICA  TURNS  TO  THE  KENNEDY  CENTER 
FOR  TOOLS  OF  EDUCATION  REFORM 


The  arts  provide  innovative,  effective  ways  to  reach  and  teach  children  with  disabilities.  The  Kennedy  Center  serves  as  a  national  leader  in  accessibility  pro- 
grams that  make  the  arts  available  to  all. 


sweat-equity  of  our  employees'  time 
and  energy  on  the  line  to  make  a  sys- 
temic change  in  the  way  young  people 
are  educated  to  the  arts  and  sciences 
In  this  country." 

Through  its  support  of  the  Kennedy 
Center,  Miles,  like  hundreds  of  other 
contributors  to  the  Center's  Corporate 
Eund,  is  putting  its  money  on  the  best 
hope  for  the  future:  today's  students, 
tomorrow's  employees. 

the  arts  as  a 
bridge  for 
jjnderstanding 
[diversity 

p\s  the  population  becomes  more 
idiverse,  business  faces  new  chal- 
lenges in  shaping  a  qualified  work 
rorce.  The  arts  play  a  vital  role  in 
pelping  educators  cross  cultural 


"We  need  highly  skilled  workers  to  think 
and  create.  That's  why  we're  willing  to 
put  our  money  on  the  line  to  make  a  sys- 
temic change  in  the  way  young  people  are 
educated  to  the  arts  and  sciences 
in  this  country." 

Helge  H.  Wehmeier, 
President  and  Chief  Executive  Officer,  Miles  Inc. 


barriers.  Witness  the  experience  of 
ARCO,  based  in  the  melting  pot  of 
southern  California.  "The  arts  may  be 
the  only  way  to  bridge  the  multitude  of 
cultures  and  languages  in  Los  Angeles. 
Here  kindergarten  enrollment  is  71% 
Latino,  12%  African-American  and  7% 
Asian,"  says  ARCO  Chief  Executive 
Officer  Michael  R.  Bowlin.  "At  the  same 
time,  if  history  is  any  guide,  only  two 
out  of  every  100  Latino  children  starting 


kindergarten  this  year  are  likely  to  earn 
a  bachelor's  degree.  We  as  a  compa- 
ny have  to  concern  ourselves  with  help- 
ing move  these  people  through  the 
pipeline  to  becoming  quality  employ- 
ees, empowered  individuals  and  smart 
consumers."  It  is  ARCO's  philosophy 
that  this  process  begins  with  education- 
al initiatives  that  employ  the  arts — 
hence  its  support  of  the  Kennedy 
Center  Corporate  Fund. 
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CORPORATE  AMERICA  TURNS  TO  THE  KENNEDY  CENTER 
FOR  TOOLS  OF  EDUCATION  REFORM 


The  arts  teach  discipline,  teamwork  and  problem-solving  skills — and  spark  the  creativity  inherent  in  all  children.  Kennedy  Center  outreach  programs  like  Arts 
Enterprise  Zones  provide  models  for  communities  throughout  the  nation. 


"The  arts  enrich  communities 
and  employees,  and  also  stimulate 
the  kind  of  intellectual  curiosity 
our  company  needs  to 
stay  competitive." 

Norman  R.  Augustine, 
Chairman  and  Chief  Executive  Officer, 
Martin  Marietta  Corporation 


SPREADING  THE 
WORD:  THE 
KENNEDY  CENTER 
SEEDS  ARTS  EDUCATION 
PROGRAMS  ACROSS 
AMERICA 

It's  an  idea  that  business  understands 
well:  when  a  product,  method  or  idea 
works,  you  replicate  it.  Then  you 
improve  and  enhance  your  original  for- 
mula with  each  new  application. 

The  Kennedy  Center  has  taken  its 
quarter-century  of  experience  in  arts 
education  and,  through  its  national 
partnerships,  seeded  hundreds  of  pro- 
grams that  reach  millions  of  students 
throughout  America.  The  Kennedy 
Center  Alliance  for  Arts  Education 
Network  (KC/AAEN),  which  includes  39 
state  alliance  organizations,  is  commit- 
ted to  ensuring  that  the  arts  are  woven 
into  the  very  fabric  of  American  educa- 
tion. KC/AAEN  members  include 
educators  and  parents,  community 


leaders  and  artists — a  grass-roots  organi- 
zation that  mobilizes  at  the  community, 
state  and  regional  level  to  promote  arts 
education.  Good  ideas  spread  at  light- 
ning speed  in  an  organization  like  this, 
from  methods  for  bringing  the  arts  into 
the  classroom  to  media  strategies  for 
increasing  awareness  of  the  value  of  the 
arts  in  education. 

The  Kennedy  Center  Performing  Arts 
Centers  and  Schools:  Partners  in 
Education  program  is  another  com- 
munity-based national  success  story. 


Established  in  1991,  the  program  has 
seen  the  creation  of  37  working  part- 
nerships among  performing  arts  cen- 
ters-and  schools.  The  bottom  line? 
More  than  400  new  professional 
development  programs  for  teachers 
have  been  developed  in  32  states. 

Perhaps  the  most  intriguing  national 
resource  the  Kennedy  Center  has 
developed  is  ArtsEdge,  an  initiative  co- 
sponsored  by  the  National  Endowment 
for  the  Arts  and  the  U.S.  Department  of 
Education.  ArtsEdge  places  arts  edu- 


"If  you  have  knowledge,  let  others  light  their  candle  from  it. 

—  Margaret  Fuller  (1810-1850) 


THROUGH  OUR  INVESTMENT  IN  EDUCATION,  WE  OFFER  OPPORTUNITY 
TO  THE  YOUNG  OF  OUR  COUNTRY,  AND  EXPRESS  OUR  SUPPORT  OF  THE  SOCIETY 
IN  WHICH  ALL  OUR  FUTURES  LIE. 


ARCO 


I  The  Guardian  | 
Actually  Gets 

The  Good  Grades 
My  Dad  Claims 
To  Have  Gotten. 


The  folks  at  The  Guardian  Life  Insurance  Company  may  not  have  walked 
seventeen  miles  through  a  blizzard  to  get  to  school,  but  nobody  gets  higher  marks 
for  financial  strength.  Not  even  dear  oF  dad. 

Moody's  gave  them  an  Aaa.  Standard  &  Poor's  and  Duff  &  Phelps  rated  them  AAA. 
A.M.  Best  awarded  them  an  A++.  And  to  top  it  off,  for  the  fourth  consecutive  year, 
FORTUNE"  magazine  recognized  The  Guardian  as  the  Number  One  insurance  company 
of  the  50  largest  in  America  based  on  net  income  as  a  percent  of  assets. 

Listen,  The  Guardian's  been  around  longer  than  your  dad's  dad.  Give  them  a  call  and  find  out  why 
they'll  be  here  for  your  kid's  kid's  kid.  And  learn  why  they're  the  intelligent,  financially  strong  choice  for 
Life  Insurance,  Group  Insurance,  Reinsurance,  Disability  Income  Protection,  or  Equity  Products.* 

Call  1-800-662-1006  now  and  you'll  really  look  smart  to  your  family. 


- 


The  Guardian 


The  Intelligent  Choice" 

Since  1860 
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IE  GUARDIAN'S 
IPORT  CARD  SAYS  IT  ALL: 
e  Guardian  Life  Insurance 
mpany  is  one  of  the  strongest 
ancial  companies  in  America. 

all  1-800-662-1006 

day  for  more 
formation  about 
le  Guardian. 


ty  products  are  offered  through  Guardian  Investor 
;es  Corporation^  an  indirect  wholly-owned  subsidiary 
3  Guardian  Life  Insurance  Company  of  America, 
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t  income  as  a  percent  of  assets. 
|4  The  Guardian  Life  Insurance  Company  of  America, 
'ark  Avenue  South,  New  York,  NY  10003 


CORPORATE  AMERICA  TURNS  TO  THE  KENNEDY  CENTER 
FOR  TOOLS  OF  EDUCATION  REFORM 


For  CBS,  an  association  with  the  Kennedy  Center  enables  the  network  to  celebrate  America's 
artistic  genius  with  its  annual  broadcast  of  the  Kennedy  Center  Honors.  Pictured  above  are  the 
1993  Honorees.  Clockwise  from  top  left:  choreographer  Arthur  Mitchell,  television  entertainer 
Johnny  Carson,  composer-lyricist  Stephen  Sondheim,  gospel  singer  Marian  Williams,  and  con- 
ductor Sir  Georg  Solti. 


"At  ITT,  we  believe  the  arts 
have  a  valuable  role  to  play  in 
educating  young  people  to  the  diversity7 
of  culture  and  life.' 
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Rene  Champagne, 
President,  ITT  Educational  Services  Inc. 


cation  on  the  information  superhigh- 
way by  providing  arts  organizations, 
educators  and  others  access  to  an 
electronic  clearinghouse  for  arts 
education  programs  and  information. 
When  complete,  users  will  be  able  to 
call  up  information  through  the 
Internet — even  sample  performances 
that  a  class  may  watch  and  study. 
Kennedy  Center  President  Lawrence 
J.  Wilker  says  the  program  is  "on  the 
cutting  edge  of  technology.  We're 


enabling  educators  across  the  country 
instantly  to  access  successful  pro- 
grams that  help  children  learn." 

By  supporting  unique  national  pro- 
grams like  these,  a  corporation's  con- 
tribution to  the  Kennedy  Center  can 
have  an  enormous  cumulative  effect 
on  the  quality  of  education  in  America. 

All  photos  in  the  main  text  courtesy  of  the 
Kennedy  Center. 
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THE  CORPORATE  FUND: 
THE  LIFEBLOOD  OF  THE  KENNEDY  CENTER 


Corporate  support  is  vital  to  the  Kennedy  Centers  educa- 
tion programs.  Because  it  also  serves  as  a  presidential 
memorial  the  Center  receives  government  support  for 
building  maintenance,  security  ami  repair.  However,  the 
costs  of  its  performing  arts  programm  ing  and  many  of  its 
arts-education  programs  must 
be  raised  through  private  contri- 
butions. 

Since  1977,  corporations 
throughout  the  world  have 
offered  their  support  of  the 
Kennedy  Centers  education 
and  outreach  programs 
through  contributions  to  the 
Kennedy  Center  Corporate 
Fund.  The  Corporate  Fund's 
leadership  includes  world 
business  leaders,  among  them 
this  year's  campaign  chair- 
man, William  Murray,  chairman  of  Philip  Morris 
Companies  Inc. 

In  this  unique  fundraising  effort,  the  chairman  and 
members  of  the  Corporate  Fund  Board  solicit  contribu- 
tions from  their  peers  in  business  and  industry — with 


extraordinary  results.  In  1994,  corporate  support  of 
the  Kennedy  Center  is  projected  to  reach  nearly  $5  mil- 
lion, one  third  of  the  private  funds  raised  by  the  Center. 
There  is,  however,  an  urgent  need  to  double  this  goal  if 
the  momentum  in  education  is  to  be  maintained.  At  a 

time  when  many  corpora- 


tions are  carefully  review- 
ing their  funding  commit- 
ments, the  Kennedy 
Center's  leadership  in  arts 
education  stands  out  as  a 
critical  and  important  con- 
tribution to  the  nation. 
Nearly  300  corporations 
from  around  the  world 
have  joined  together  to 
make  an  important  impact 
on  our  nation's  future. 


Join  the  roster  of  business  leaders  who  are 
eommitted  to  improving  the  quality  of  education  in 
America  through  their  support  of  the  Kennedy  Center 
Corporate  Fund.  For  more  information. 

caU  Kennedy  Center  Chairman 
James  D.  Wolfensohn  at  (202)  416-8010. 


WHY  SUPPORT  THE  KENNEDY  CENTER  CORPORATE  FUND? 

ASK  THESE  BUSINESS  LEADERS 


Kennedy  Center  Chairman 
James  D.  Wolfensohn  calls 
funding  arts  education  an 
investment  in  America.  "Our 
children  are  our  greatest 
resource.  By  giving  them  the 
best  education  we  can,  we 
ensure  their  future  and  ours  as 
a  nation." 

For  Xerox  Chairman  and 
Chief  Executive  Officer  Paul 
A.  Allaire,  the  appeal  is  in  the 
Kennedy  Centers  message: 
"The  Center  keeps  performing 
arts  at  the  forefront,  educating 
Americans  about  the  need  for 
an  ongoing  commitment  to  the 
arts  and  the  quality  of  the 
nation's  cultural  diversity." 


"Philip  Morris' 
support  for  the 
arts  is  rooted  in 

the  belief  that 
creative  thinking 
is  the  key  to 

success  in  our 
business  and  to 

vitality  in  our 

communities." 

William  Murray, 
Chairman, 
Philip  Morris  Companies  Inc. 


According  to  Mobil  Corporatioi 
Chairman  and  Chief  Executive 
Officer  Lucio  A.  Noto,  invest- 
ment in  the  Kennedy  Center 
Corporate  Fund  "projects  a 
reputation  for  quality." 

Merrill  Lynch  Chairman  and 
Chief  Executive  Officer  Danie 
P.  Tully  explains  that  support- 
ing the  Kennedy  Center  allows 
the  company  to  fulfill  a  corpo- 
rate promise:  "Our  investment 
in  the  Kennedy  Center 
Corporate  Fund  gets  right  back 
to  one  of  Merrill  Lynch's  tenets 
of  corporate  citizenship.  We 
believe  that  as  we  grow,  we 
need  to  put  something  back 
into  the  many  communities  in 
which  we  do  business." 


En 


That's  what  the  Arts  Enterprise  Zone  program  is  all  about — providing  tools.  The  Kennedy  Center,  the  Levine  School 
of  Music,  the  Washington  Parent  Group  Fund,  the  Washington  Performing  Arts  Society,  the  District  of  Columbia  public  schools, 
Sallie  Mae,  and  others  have  combined  their  substantial  resources  to  stir  creativity,  instill  self-discipline,  build  confidence,  and 
challenge  the  minds  of  thousands  of  students. 

Sallie  Mae  believes  that  if  we  are  to  motivate  children  to  stay  in  school,  we  must  find  new  ways  to  engage  them  in  the 
learning  process.  The  arts  can  be  one  such  vehicle.  At  a  time  when  many  schools  are  forced  to  reduce 
their  arts  programs,  we  encourage  other  businesses  to  bring  the  tools  of  the  arts  to  education  in  their 
communities.  For  more  information  about  the  Arts  Enterprise  Zone,  call  (202)  298-2719.  Helping  make  education  possible 


SallieNlae 
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TEXACO:  CHANGING  EDUCATION,  ONE  TEACHER  AT  A  TIME 


Less  than  two  years  ago, 
Sharon  Hackley,  a  longtime 
teacher  at  Palo  Christi 
Elementary  School  in  Kingman, 
Ariz.,  didn't  believe  in  television 
and  was  afraid  of  computers. 
Today  Hackley  is  the  national 
moderator  for  the  science  divi- 
sion of  Scholastic's,  an  on-line 
information  network.  She  also 
produces  an  organic-gardening 

video  for  national  distribution.  ~  Sharon  Hackley  provides 

How  did  Hackley  attain  such  techno-literacy?  Through 
a  training  session  with  the  National  Teacher  Training 
Institute  for  Math,  Science  and  Technology  (NTTI),  which  is 
supported  by  a  partnership  of  Texaco  Inc.,  PBS  flagship 
station  Thirteen/WNET  in  New  York,  the  Corporation  for 
Public  Broadcasting  and  public  television  stations  around 
the  country,  including  Hackley's  local  station,  ASSET/KAET- 
KUAT  in  Tempe,  Ariz. 

The  institute  provides  teachers  with  hands-on  tech- 
niques to  incorporate  television  and  emerging  technologies 
such  as  CD-ROMs  and  on-line  computer  networks  into 
daily  math  and  science  lessons. 

That  approach  matches  Hackley's  style.  She  has 
always  sought  to  engage  students,  and  she  now  realizes 
that  television  and  technology  can  enhance  learning,  not 
just  baby-sit  young  people. 

By  the  end  of  this  school  year,  more  than  75,000  teach- 
ers— who  reach  more  than  ten  million  students — will  have 
been  through  NTTI  programs.  "Those  kinds  of  numbers 
show  that  enormous  educational  possibilities  exist  when 
business,  government  and  public  television  work  together 
with  schools  and  teachers  to  improve  America's  academic 


classroom  video  instruction. 


output,"  notes  Alfred  C. 
DeCrane  Jr.,  Texaco's  chair- 
man of  the  board  and  chief 
executive  officer. 

Launched  in  1990,  the 
institute  has  grown  from  its 
original  ten  training  sites  to 
26  during  the  1994-95 
school  year.  Classes  of  100 
participating  teachers  attend 
two-day  workshops,  in  which 
"master  teachers"  such  as 
Sharon  Hackley  demonstrate  how  to  record  and  utilize 
short  video  segments  to  spark  student  participation  and 
reinforce  active,  rather  than  passive,  viewing  habits.  Video 
is  seen  not  as  an  entertainment  device,  but  instead  a  fun- 
damental part  of  the  lesson,  stimulating  discussion  and 
motivating  students. 

Results  of  the  program  are  encouraging.  A  recent  sur- 
vey of  1,100  participating  elementary,  middle  and  sec- 
ondary school  teachers  found  that  85%  say  students  are 
more  engaged  when  television  comes  into  the  classroom, 
80%  report  that  the  institute's  hands-on  methods  have 
improved  their  ability  to  teach  science,  and  90%  say  their 
students  learn  more  with  instructional  television. 

As  computers,  networks,  satellite  dishes,  television 
monitors  and  VCRs  take  the  place  of  blackboards  and 
chalk  in  the  nation's  classrooms,  it's  up  to  American  busi- 
ness to  bring  these  technologies  into  schools  and  to  pre- 
pare our  teachers  to  use  them.  Thanks  to  Texaco  and 
public  television,  the  National  Teacher  Training  Institute  is 
harnessing  the  power  of  television  and  technology  to  make 
a  vital  difference  in  the  way  America's  students  learn  math 
and  science. 


WORKFORCE  2000:  A  LANDMARK 
STUDY  REVISITED 


Since  its  publication  in  1987, 
perhaps  no  other  body  of 
work  has  had  more  effect  on 
American  economic  and  pub- 
lic policy  than  Workforce 
2000,  the  landmark  study 
published  by  the  Hudson 
Institute  and  authored  by 
William  B.  Johnston  and 
Arnold  H.  Packer.  Its  thesis 
was  simple:  American  busi- 
ness, government  and  its  peo- 
ple needed  to  re-think  their 
approach  to  technology,  pro- 
ductivity, employment  and 
education  if  they  were  to  meet 
the  challenges  of  a  rapidly 
changing  world. 

One  of  its  most  radical 
findings  at  the  time  was  "the 
notion  that  the  American  edu- 


cation system  needed  to 
match  the  training  of  young 
people  to  the  needs  of  the 
job  market,"  says  Tom 
Duesterberg,  director  of  the 
Competitiveness  Center,  a 
division  of  the  Hudson 
Institute.  "It  seemed  to  fly 
in  the  face  of  the  liberal  arts 
tradition  of  American  colleges 
and  universities." 

Today,  juxtaposed  against 
falling  academic  performance 
in  the  U.S.,  that  idea  is  no 
longer  revolutionary.  In  seven 
short  years,  American  compa- 
nies have  recognized  that 
their  future  depends  on  work- 
ers who  have  the  creativity 
and  skills  to  use  technologies 
in  new,  highly  productive 


manners.  These  companies 
are  addressing  their  needs  by 
taking  active  roles  in  educa- 
tional initiatives  and  showing 
young  people  the  impact  of 
technology  in  the  real  world. 

Education  is  just  one  area 
in  which  the  assumptions  and 
recommendations  of 
Workforce  2000  are  being 
played  out.  To  provide  a  new 
vision  that  looks  past  the  year 
2000,  Duesterberg,  along  with 
three  full-time  researchers 
and  a  ten-person  advisory 
committee,  is  preparing  an 
update  of  the  study. 

By  the  end  of  1995,  the 
team  plans  to  release 
Workforce  2000  Revisited, 
which  will  focus  on  three  pri- 
mary areas: 

•  The  importance  of  high-tech- 
nology industries,  telecommuni- 
cations, biotechnology  and  com- 


puters to  corporate  America  anc 
our  education  system. 

•  The  growing  gap  between 
the  high-level  skills  needed  by 
employers  and  the  relatively 
low-level  skills  of  the  U.S.  pop- 
ulation. Issues  of  education 
and  training  will  be  examined 
in  greater  depth. 

•  The  rapid  globalization  of 
the  economy  and  its  effects  or; 
production  and  competition  at 
well  as  training  and  education 

"Many  of  the  findings  in 
Workforce  2000  have  come  to 
pass,"  says  Duesterberg. 
"Technology  has  transformed 
our  economy  in  ways  unimag- 
inable even  seven  years  ago. 
Our  challenge  for  Workforce 
2000  Revisited  is  to  anticipate 
what  developments  in  tech- 
nology are  ahead  of  us,  and 
predict  accordingly." 


It's  a  prison.  No  new  ideas  are  allowed  in.  None  find  their  way 
out.  And  how  many  modern-day  Mozarts  are  silenced?  How  many 
Edisons  lost?  Even  one  is  one  too  many. 

Which  is  why,  as  a  research -based  company,  Miles  so  strongly 
supports  education  in  the  arts  and  sciences.  As  disciplines  of  inquiry, 
both  foster  curiosity,  critical  thinking  and  creativity.  All  are  vital  to 
tomorrow's  workforce.  Because  the  real  breakthroughs  will  be  made 
by  those  individuals  who  feel  free  to  ask  questions.  To  take  risks 
and  responsibility.  To  be  open  to  new  concepts. 

Education  holds  the  key.  jm\ 


MILES  Afck 


EXPERTISE  WITH  RESPONSIBILITY  IN  CHEMICALS,  HEALTH  CARE  AND  IMAGING  TECHNOLOGIES. 
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1994  KENNEDY  CENTER  CORPORATE  FUND  DONORS 


Corporate  100  Club 

Allied  Signal  Inc. 
Alumax  Inc. 

American  Express  Company 

The  American  Trucking  Association 

Arthur  Andersen  &  Co. 

The  Ashland  Oil  Foundation,  Inc. 

Baxter  International  Inc. 

BellSouth  Corporation 

Bristol-Myers  Squihb  Company 

CBS  Foundation  Inc. 

Cannon  Associates 

The  Coca-Cola  Company 

Deloitte  &  Touche 

DuPont  Company 

Exxon  Corporation 

Fannie  Mae  Foundation 

Ford  Motor  Company 

Fuji  Bank,  Limited 

GTE  Foundation 

General  Electric  Foundation 

General  Motors  Foundation 

Glaxo  Inc. 

IBM  Corporation 

ITT  Corporation 

Johnson  &  Johnson  Family  of 

Companies  Contribution  Fund 
RPMG  Peat  Marwick 
Landi'ield  &  Becker 
Lincoln-Mercury 

Matsushita  Electric  Corporation  of 
America 

Mercedes-Benz  of  North  America 
Merrill  Lynch  &  Co.,  Inc. 
Metropolitan  Life  Foundation 
Miles  Inc.  Foundation 
Mobil  Foundation,  Inc. 
Newman's  Own,  Inc. 
The  Olayan  Group 
Pacific  Telesis  Foundation 
PaineWebber  Group  Inc. 
Parsons  &  Wbittemore 
Philip  Morris  Companies  Inc. 
Potomac  Electric  Power  Company 
The  Procter  &  Gamble  Fund 
Revlon 

Ryder  System,  Inc. 

Shell  Oil  Company  Foundation 

The  Starr  Foundation 

Texaco  Foundation 

Time  Warner  Inc. 

TRW  Foundation 

United  Airlines 

The  Walt  Disney  Company 

James  D.  Wolfensohn,  Inc. 

The  Xerox  Corporation 

Corporate  Distinguished 

Benefactors 

AT&T 

CSR  Limited  and  CSR  America,  Inc. 
Chrysler  Corporation 
Estee  Lauder  Companies 
Lufthansa  German  Airlines 
MCI  Foundation 
NYNEX  Corporation 
The  Riggs  National  Bank  of  Washington, 
DC 

SALLIE  MAE 

Corporate  Benefactors 

ARCO  Foundation 

Bell  Atlantic  Corporation 

Burson-Marsteller 

The  Dun  &  Bradsireet  Corp. 

Forbes  Inc. 

Qantas  Airways 


Restaurant  Associates  Industries 
Rockwell  International 
Stagebill 

The  Travelers  Foundation 

Corporate  Guarantors 

Alcoa  Foundation 

Asea  Brown  Boveri  (ABB) 

Binney  &  Smith,  Inc. 

The  H  &  R  Block  Foundation  ' 

The  Boeing  Company 

Booz  Allen  &  Hamilton  Inc. 

Capital  Cities/ABC,  Inc. 

Champion  International  Corporation 

Chemical  Banking  Corporation 

Ciba-Geigy  Corporation 

The  Clark  Constmction  Group  Inc./The 
George  Hyman  Construction 
Company/OMNI  Construction,  Inc. 

Coopers  and  Lybrand 

Cranberry  Productions,  Inc. 

D'Arcy  Masius  Benton  &  Bowles 

The  Dow  Chemical  Company 

Ernst  &  Young 

Finnegan,  Henderson,  Farabow,  Garrett 

&  Dunner 
GenCorp  Foundation,  Inc. 
General  Mills  Foundation 
Halliburton  Foundation,  Inc. 
The  Humana  Foundation  Inc. 
Johnson  &  Higgins 
The  Kiplinger  Foundation 
Kyotaru  Co.,  Ltd. 
Martin  Marietta  Corporation 
Massachusetts  Mutual  Life  Insurance 

Company 
McGraw-Hill  Foundation,  Inc. 
Merck  &  Co.,  Inc. 
Mitsui  &  Co.  (U.S.A.),  Inc. 
Northern  Telecom 
Northrop  Grumman 
OFFITBANK 
PepsiCo  Foundation 
The  Pfizer  Foundation 
Price  Waterhouse 
The  Prudential  Foundation 
Raytheon  Company 
Sara  Lee  Foundation 
Joseph  E.  Seagram  and  Sons,  Inc.  Fund 
United  Technologies  Corporation 

Corporate  Donors 

ARCO  Chemical  Company 
Abex  Inc. 

Allen  &  Company  Incorporated 
American  Airlines 

American  Association  of  Retired  Persons 
American  Cyanamid  Company 
BP  America,  Inc. 
BankAmeriea  Foundation 
The  Bankers  Trust  Company 

Foundation 
Banner  Aerospace,  Inc. 
Bozell 

Brown-Forman  Corporation 
Caterpillar  Inc. 

The  Chase  Manhattan  Corporation 

The  Chevron  Companies 

The  Chubb  Corporation 

CIGNA  Foundation 

Cincinnati  Financial  Corporation 

CITICORP 

Mrs.  Ida  L.  Clement 

Comsat  Corporation 

Dayton  Hudson  Corporation 

Deutsche  Bank 

Dow  Corning  Corporation 


The  Fairchild  Corporation 

Fayez  Sarofim  tk  Co. 

First  National  Bank  of  Maryland 

First  Virginia  Banks,  Inc. 

Freddie  Mac  Foundation 

Giant  Food,  Inc. 

The  Gillette  Company 

Goldman,  Sachs  &  Co. 

The  Goodyear  Tire  &  Rubber  Company 

Harrah's  Casino/Hotels 

The  Hallmark  Corporate  Foundation 

Harris  Corporation 

Hoffmann-La  Roche  Inc. 

Jones,  Day,  Reavis  &  Pogue 

Kellogg  Company 

The  Reginald  F.  Lewis  Foundation,  Inc. 

Litton  Industries,  Inc. 

The  May  Department  Stores  Company 

McDonald's  Corporation 

Mellon  Bank  Corporation 

Molson  Breweries  U.S.A.  Inc. 

Morgan  Guaranty  Trust  Company 

Morgan  Stanley  &  Company,  Inc. 

National  Amusements,  Inc. 

National  Association  of  Home  Builders 

New  York  Life  Foundation 

New  York  Stock  Exchange,  Inc. 

Norfolk  Southern  Foundation 

Ogilvy  &  Mather  Worldwide 

PNC  Bank  Corp. 

Phillips  Petroleum  Foundation 

Reynolds  Metals  Company 

The  Ritz-Carlton 

Rhone-Poulenc  S.A. 

Saatchi  &  Saatchi  Advertising 

Worldwide 
Saks  Fifth  Avenue 
Salomon  Brothers,  Inc. 
The  Southern  Company 
Sprint  Foundation 
State  Farm  Insurance  Co. 
Sun  Company,  Inc. 
Tenneco  Inc. 
Textron  Charitable  Trust 
The  Tobacco  Institute,  Inc. 
Turner  Construction  Company 
Unilever  United  States,  Inc. 
Union  Carbide  Corporation 
The  UPS  Foundation 
Venable,  Baetjer,  Howard,  and  Civiletti 
WPP  Group,  pic 

The  Warner-Lambert  Foundation 
The  Washington  Post  Company 
Wells  Rich  Greene  BDDP  Inc. 
The  Williams  Companies 
Woodward  &  Lothrop 

Corporate  Contributors 

Air  Products  and  Chemicals,  Inc. 

Alexander  &  Alexander  Services,  Inc. 

American  Home  Products  Corporation 

Archer  Daniels  Midland  Company 

Automatic  Data  Processing,  Inc. 

The  AutoZone 

BANC  ONE  CORPORATION 

Bethlehem  Steel  Corporation 

Mr.  and  Mrs.  Jack  S.  Blanton 

Block  Drug  Company,  Inc. 

The  Bureau  of  National  Affairs,  Inc. 

Burger  King  Corporation 

CPC  International  Inc. 

CP&L 

Calgon  Carbon  Corporation 
Cardinal  Health,  Inc.  Fund 
Columbia  Health  Care 
Commerce  Bancshares,  Inc. 


Commerce  Clearing  House,  Inc. 
Consolidated  Edison  Company 
Consolidated  Rail  Corporation  of  New 
York,  Inc. 

Credit  Union  National  Association,  Inc. 

Crown  Cork  &  Seal  Company,  Inc. 

Dai-ichi  Life  International  (U.S.A.),  Inc. 

Donaldson,  Lufkin  ik  Jenrette 

EG&G,  Inc. 

Eaton  Corporation 

ENSERCH  Corporation 

The  Equitable  Foundation 

Ethyl  Corporation 

Faegre  and  Benson 

Federal  Express  Corporation 

Fluor  Corporation 

Focused  Image,  Inc. 

Forest  City  Charitable  Foundation 

Freeport-McMoRan  Inc. 

Fulbright  &  Jaworski,  L.L.P. 

General  Dynamics  Corporation 

Guardian  Life  Insurance  Co.  of  America 

The  Hearst  Corporation 

The  Hertz  Corporation 

Hilton  Hotels  Corporation 

Hunton  &  Williams 

IGA,  Inc. 

Impressions 

International  Paper  Company 

Foundation 
Knight-Ridder,  Inc. 
LEGENT  Corporation 
Lincoln  Property  Company 
Lockheed  Corporation 
Lord  &  Taylor 
Lowe's  Companies,  Inc. 
Marsh  &  McLennan  Companies 
Martin  Manulis  Productions 
Mead  Corporation  Foundation 
McGuire  Woods  Battle  &  Boothe 
Melville  Corporation 
Minnesota  Mining  &  Manufacturing 

Company 
Minolta  Corporation 
Mitsui  Petrochemicals  (America)  Ltd. 
Morrison  &  Foerster 
Morton  International,  Inc. 
Mutual  of  New  York 
National  Cable  Television  Association 
NatWest  Bank 
The  New  Yorker 
PPG  Industries  Foundation 
PACCAR  Foundation 
Pentair,  Inc. 

Philips  Electric  North  America 

Corporation 
The  Principal  Financial  Group 
Republic  National  Bank  of  New  York 
Revco  D.S.  Inc 
Rohm  and  Haas  Company 
Royal  Bank  of  Canada 
Schlumberger  Foundation,  Inc. 
Scientific-Atlanta,  Inc. 
Sonoco  Foundation 
Sony  Corporation  of  America 
Sosland  Foundation 
State  Street  Bank  and  Trust  Company 
Towers  Perrin 
Toyota 

Vista  Chemical  Company 
Wachovia  Corporation 
Weyerhaeuser  Company  Foundation 
Witco  Corporation 

Yamaichi  International  (America),  Inc. 


OUER  $900,000,000 


Milton  Petrie 

Petrie  Stores.  Southampton  and  NYC. 
92.  Ailing.  Twice  divorced,  widowed, 
remarried  (65-year-old  wife  Carroll); 
3  children.  Son  of  Russian  immigrant 
cop,  pawnbroker.  After  high  school 
worked  at  Indianapolis  department 
store,  $10/week.  "I  learned  what  I 
know  about  retailing  there."  Opened 
Cleveland  hosiery  store  with  $5,000 
(half  won  in  craps)  1929.  "It  shows 
you  what  you  can  do  in  America." 
Bankruptcy  1937;  repaid  creditors 
1939.  Acquisitions,  brought  mid- 
priced  clothing  to  postwar  suburban 
shopping  centers.  Targeted  teenage 
girls  who  "'would  live  on  hot  dogs  just 
to  buy  a  new  dress."  Bought  14% 
Toys  "R"  Us— at  (split-adjusted)  57 
cents/share — after  visit  to  Toys  out- 
let 1978;  recently  trading  at  $37. 
Petrie  Stores  still  major  chain  ( 1 ,682 
stores  in  50  states,  Caribbean)  but 
earnings  down.  Plan  to  close  250 
stores  over  3  years.  If  favorable  IRS 
ruling  given  this  fall,  Petrie  selling 
out:  E.M.  Warburg,  Pincus  &  Co. 
announced  buyout  of  stores  for  $190 
million.  Petrie  Stores  to  merge 
"downstream"  with  Toys  "R"  Us, 
then  shareholders  to  get  Toys  "R"  Us 
stock.  Because  of  health  problems 
Petrie  last  winter  finally  gave  reins  to 
new  chief  executive.  Often  seen  in 
Republican  crowd  but  was  strong 
supporter  of  Carter.  Known  as  tough 
boss,  impatient — helper  of  disadvan- 
taged. Estimated  worth  $940  million. 


Donald  John  Tyson 
Barbara  Tyson 

Brother,  sister-in-law.  Tyson  Foods. 
Don:  Springdale,  Ark.  64.  Married,  3 
children.  Barbara:  Fayetteville,  Ark. 
45.  Widowed,  no  children.  Don's  fa- 
ther founded  America's  largest  chick- 
en processor  during  Depression; 
killed  in  car- train  wreck.  Don  took 
over  with  half  brother  Randal.  Larg- 
est takeover  1989:  Holly  Farms,  $1 .5 
billion.  Randal  died  in  choking  acci- 
dent 1986,  leaving  Barbara  his  shares. 
|  Corporate  goal:  "the  provider  of  pro- 
j  tein  at  the  center  of  the  plate."  Early 
I  Bill  Clinton  supporter.  (Tyson  coun- 
sel James  Blair  helped  Hillary  make 
$100,000  commodities  profit.)  Ty- 
son sued  Capital  Cities/ABC  1993  to 
bar  20/20 horn  sneaking  hidden  cam- 
eras into  plant.  Don  masterly  deep- 


sea  fisherman.  Children  in  the  compa- 
ny's ranks:  John,  40,  president,  beef 
and  pork  division;  Cheryl,  39,  heads 
Tyson  foundation;  Carla,  36,  heads 
internal  communications.  Don's  Ty- 
son shares  recently  $925  million;  Bar- 
bara's, $745  million. 


Randolph  Apperson  Hearst 
William  Randolph  Hearst  III 
Austin  Hearst 

George  Randolph  Hearst  Jr. 
Phoebe  Hearst  Cooke 
Millicent  V.  Boudjakdji 
David  Whitmire  Hearst  Jr. 
and  families 

Inheritance.  Children  and  grandchil- 
dren of  William  Randolph  Hearst, 
whose  father,  George  Hearst  (pros- 
pector, land  baron,  U.S.  senator), 
took  failing  San  Francisco  Examiner 
from  gambling  debtor  1880.  Only 
child,  Harvard-expelled  "Billie  Bus- 
ter," took  over  1887  after  writing  to 
Dad:  "I  have  a  strange  fondness  for 


our  little  newspaper.  I  am  convinced  I 
could  run  a  newspaper  successfully." 
Conviction  correct:  built  nation's 
largest  newspaper  chain.  Country's 
most  controversial  media  mogul:  out- 
sensationalized  former  employer  Pu- 
litzer (see  family)  in  great  NYC  news- 
paper wars.  Promoted  Spanish  Ameri- 
can War  to  increase  circulation:  "You 
furnish  the  pictures  and  I'll  furnish 
the  war."  Model  for  Orson  Welles' 
Citizen  Kane;  built  $30  million  plea- 
sure dome,  San  Simeon,  now  owned 
by  state  of  California.  Died  1951;  left 
control  in  foundation  run  by  cronies. 
William  Hearst  Jr.  (d.  1993):  "None 
of  us  knew  the  meaning  of  financial 
need.  We  asked  and  things  simply 
appeared."  Heirs  bought  back  1974. 
Company  now  under  professional 
management.  Hearst  Corp.  12  dai- 
lies, 5  weeklies;  glossy  consumer  mag- 
azines (Cosmopolitan,  Esquire, 
Town  8c  Country);  other  publica- 
tions (Motor  Crash  Estimating 
Guides,  etc.).  Also  TV,  radio  stations, 


3 
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Mrs.  Rainwater,  Inc. 

Richard  Rainwater  (see  p.  191),  who  began  his  fortune  as  the  Bass  family's  right- 
hand  man,  has  his  own  number  two — his  wife,  Darla  Moore.  He's  devoting  nearly  all 
his  effort  to  the  Crescent  REIT:  "I  have  resigned  my  directorships  at  Columbia/ 
HCA  and  Mid-Ocean  and  pared  back  my  work  in  virtually  every  other  business  area  to 
zero.  I  have  delegated  that  almost  100%  to  my  wife,  who  is  tending  to  all  the  older 
investments  as  well  as  looking  at  all  the  new  investments  coming  in." 
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real  estate,  timberland.  Interest  in 
cable  networks:  ESPN,  Arts  &  Enter- 
tainment, Lifetime.  Recently  invest- 
ing in  interactive  media:  "The  more 
diverse  we  are  the  better  we're  going 
to  be."  Book  division  (William  Mor- 
row &  Co.,  Avon)  taken  off  block 
after  failed  sale  attempt  1994.  San 
Antonio  Light  shut  down  1993;  San 
Antonio  Express  acquired  next  day. 
Five  family  branches,  each  20%  bene- 
ficiary of  trust  estimated  over  $4.5 
billion.  1 )  W.R.  Hearst  Sr.'s  surviving 
son,  Randolph:  NYC.  78.  Twice  di- 
vorced, remarried;  5  daughters  (in- 
cluding infamous  Patty)  by  first  wife. 
Chairman  Hearst  Corp.  Believed 
worth  over  $900  million.  2)  Family  of 
William  Jr.,  former  Hearst  chairman, 
Pulitzer  Prize -winning  journalist, 
head  of  family  trust:  "I  don't  need  a 
title.  My  father  gave  me  one  when  I 
was  born."  Survived  by  2  sons:  Wil- 
liam Randolph  Hearst  III:  SF.  45. 
Married,  3  children.  Publisher  of  San 
Francisco  Examiner.  Austin  Hearst: 
NYC.  42.  Married,  1  child.  Vice  presi- 
dent Hearst  Entertainment  &  Syndi- 
cation. Estimated  over  $450  million 
each.  3)  Twin  children  of  George 
Randolph  Sr.  (d.  1972).  George  Jr.: 
LA.  67.  Widowed,  divorced,  remar- 
ried; 4  children.  Ran  Herald-Examin- 
er 1962-77,  supervises  real  estate.  Sis- 
ter Phoebe:  SF.  67.  Divorced,  remar- 
ried; 1  daughter.  Major  role  with 
current  husband  in  family's  1974 
trust  buyback.  Estimated  $450  mil- 
lion each.  4)  Children  of  David  Whit- 
mire  Sr.  (d.  1986).  Son  David  Jr.:  la. 
49.  Single.  Sister  Millicent:  LA.  54. 
Married,  3  children.  Also  $450  mil- 
lion each.  5)  Four  children  of  John 
Hearst  (d.  1958)  share  $900  million. 


Dor  ranee  Hill  Hamilton 
Hope  Hill  van  Beuren 
Charlotte  Colket  Weber 
Diana  Strawbridge  Norris 
George  Strawbridge  Jr. 
Campbell  Soup.  Five  of  9  grandchil- 
dren of  John  Dorrance  Sr.,  whose 
canned  soup  became  part  of  American 
landscape.  Left  third-largest  estate  in 
U.S.  1930,  over  50%  went  to  John  Jr. 
(see  John  T.  Dorrance  III  and  sib- 
lings); one-eighth  to  each  of  4  daugh- 
ters, all  deceased;  their  children, 
grandchildren  inherited.  After  John 
Jr.  (Jack)  died  1989,  family  divided 


Oil  whether  to  sell  its  almost  60% 
Campbell.  Diana  backed  off,  leaving 
Dorrance,  Hope  only  sale  advocates. 
Dorrance  (Dodo):  Wayne,  Pa.;  New- 
port, R.I.  66.  Married,  3  children. 
Oldest  of  9  cousins,  only  one  born  in 
John  Sr.'s  lifetime;  may  be  most  influ- 
ential of  the  dissidents.  Her  stock, 
other  assets-  recently  estimated  $800 
million.  Her  sister  Hope  (Happy): 
NYC,  Newport.  60.  Married,  3  chil- 
dren. Son  Archbold  director  global 
soup  at  Campbell;  only  family  mem- 
ber in  company.  Stock,  other  assets 
estimated  $740  million.  Their  cousin 
Diana:  Palm  Beach,  Fla.  55.  Di- 
vorced; 2  sons,  1  daughter.  Horse 
farm  "Runnymede"  Coatesville,  Pa., 
ski  chalet  Vail.  Her  stock,  other  assets 
estimated  $390  million.  Brother 
George  Strawbridge  Jr.:  56;  divorced, 
remarried;  opposed  sale.  Widener 
University  adjunct  professor  of  Latin 
American  History  and  Political  Sci- 
ence; private  investments,  stock  etc. 
some  $395  million.  Charlotte:  Ocala, 
Fla.;  NYC.  51.  Married,  4  children. 
Studied  at  Sorbonne;  donated  $20 
million  Chinese  art  to  Metropolitan 
Museum;  rest  of  collection  believed 
easily  worth  over  $150  million.  Total 
net  worth  over  $900  million. 


Charles  Feeney 

Duty  Free  Shoppers.  London.  63. 
Married,  5  children.  Opened  duty- 
free shop  with  Cornell  hotel  adminis- 
tration classmate  Robert  Miller  in 
Hong  Kong  1960.  Targeted  Japanese 
tourists;  rewarded  tour  guides  with 
hefty  commissions,  dps  became 
world's  largest  duty-free  retailer.  Re- 
tired from  day-to-day  operations 
1970s  to  manage  investments  from 
huge  cash  flow.  Visible  holdings:  Le- 
gem Corp.,  Compuware,  via  holding 
company  General  Atlantic.  Also  In- 
terPacific:  owns,  manages  South  Pa- 
cific hotels,  resorts.  Duty  Free  Shop- 
pers struggling  with  weak  Japanese 
tourism,  changing  demographics. 
Feeney  flies  economy;  reclusive,  high- 
strung,  fast-talker  worth  over  $900 
million,  perhaps  far  over. 


John  Jefffry  Louis  and  family 

Inheritance.  Winnetka,  111.  69.  Mar- 
ried, 3  children.  Mother  a  Johnson  of 
Johnson  Wax  (see  first  cousin  Samuel 


Johnson).  Lett  Northwestern  for 
Army  Air  Force  World  War  II.  Wil- 
liams College;  Dartmouth  M.BA. 
Worked  in  dad's  advertising  agency; 
then  Johnson  Wax  international  mar- 
keting 4  years.  Venture  capitalist;  eq- 
uity in  about  27  companies  1960-80; 
"4  or  5  succeeded."  Biggest:  Com- 
bined Communications — billboards, 
television  and  radio  stations,  newspa- 
pers; chairman  until  Combined 
merged  into  Gannett  1981.  Big  Re- 
publican contributor.  Ambassador  to 
Britain  for  Reagan  1981,  but  lacked 
experience;  resigned  1983.  Golfer, 
philanthropist.  With  family,  30%  of 
S.C.  Johnson  &  Son  etc.,  estimated 
worth  at  least  $900  million. 


Girls,  girls,  girls 
William  Ingraham 
Koch  (see  p.  190)  will 
field  an  all-women's 
team  for  his  racing 
yacht  in  the  1995 
America's  Cup,  hoping 
to  repeat  his  win- 
ning performance  for 
the  San  Diego  Yacht 
Club  in  1992.  Out  of 
650  applicants, 
Koch  gave  50  women 
tryouts  for  the  team 
(24  chosen  to  date). 
Koch's  foundation 
spent  $68  million— 
$50  million  from 
Koch  himself— on  the 
1992  race.  This  year 
he'll  devote  much 
less,  $5  million  out 
of  a  total  of  about  $20 
million,  because  of 
his  past  investments 
in  boats  and  tech- 
nology. If  he  races  the 
sleeker  boats  built 
in  1992,  he  may  win 
again. 
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William  Morse  Davidson 

Guardian  Industries.  Bloomfield 
Hills,  Mich.  71.  Thrice  divorced,  2 
children.  Dilettante  lawyer,  found  tal- 
ent rescuing  failing  businesses.  Re- 
vived uncle's  windshield  business. 
Took  over;  took  public  1968;  private 
1985  in  $500  million  lbo.  World's 
fifth-largest  glassmaker:  15%  of  flat 
glass  market,  8%  auto  market;  sales 
over  $1  billion.  Cost-cutting,  fo- 
cused product  line  aid  profits.  Also 
resurgent  housing,  auto  industries. 
Paid  $40  million  for  patent  in- 
fringement 1991,  $15  million  for 
union-busting.  Has  70%  Detroit 
(basketball)  Pistons,  sports  arena; 
one  of  most  valuable  basketball 
franchises.  Estimated  $900  million. 


Barbara  Piasecka  Johnson 

Inheritance.  Princeton,  N.J.  57.  Wid- 
owed, childless.  Third  wife  of  John 
Seward  Johnson  (d.  1983),  Johnson 
&  Johnson  heir.  Art  history  M.A.,  U. 
of  Wroclaw;  to  U.S.  1968  .  Upstairs 
chambermaid,  then  personal  curator, 
scuba  partner.  Married  1971,  8  days 
after  his  divorce.  He  was  76,  she  was 
34.  Lovebirds  built  $  1 5  million  estate 
near  Princeton  named  "Jasna  Polana, 
after  Tostoy's  estate."  Ugly  contest 
over  will  with  his  children.  "The 
whole  thing  was  envy."  Offered  to 
save  famous  Gdansk  shipyards  1989, 
ungrateful  Poles  rejected  deal  includ- 
ing $1  per  hour  wages,  2,000  layoffs. 
Paid  $15  million  for  18th-century 
cabinet  1990:  "This  is  to  show  you 


the  quality — not  the  quantity — of  my 
money."  Net  worth  estimated  at 
$900  million  if  all  Johnson  &  John- 
son stock  still  held. 


Samuel  Zell 

Real  estate,  investments.  Chicago. 
53.  Divorced,  3  children.  Son  of  Pol- 
ish immigrants,  peddled  Playboy  in 
grade  school  for  200%  profit.  With  U. 
of  Michigan  frat  brother  Robert  H. 
Lurie  (d.  1990)  saw  inflation,  bought 
distressed  Sunbelt,  Midwest  real  es- 
tate 1970s,  rehabbed  for  fraction  of 
replacement  cost,  sold  for  big  gains, 
picked  up  more.  Applied  to  compa- 
nies, notably  I  tel.  On  birthday  holds 
treasure  hunt  and  has  been  known  to 
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Al  Hill  III,  Elisa,  Heather  and  Al  Hill  Jr.  in  Thailand 

Al  Hill  Jr.,  son  of  Margaret  Hunt  Hill  (see  p.  133),  spent  6  weeks  this  summer 
shopping  Southeast  Asia  for  consumer  products  distribution  companies  for  Global 
Texas  Investments  Ltd.,  a  privately  held  Hill  family  vehicle.  Al  came  back  excited 
about  contacts  and  bullish  prospects  in  Indonesia  and  Thailand  right  now.  And 
longer  term,  Vietnam  and  China:  "The  problem  with  Vietnam  is  there  is  no  existing 
legal  structure  there  to  handle  things  like  transferring  deeds."  He  plans 
to  open  an  Asian  office,  possibly  in  Jakarta,  early  next  year. 


play  war  game  with  paintball-pellet 
guns.  Back  big  from  real  estate  bust;  2 
REITs  public;  3  vulture  funds  with 
Merrill  Lynch.  Zell/Chilmark  invest- 
ing in  public  stocks;  24  million  shares 
Broadway  Stores.  Tough;  biker; 
wears  jeans  to  office;  Zell  co-worker: 
"■His  door  is  always  open."  Estimated 
$880  million. 


James  R.  Cargill 
Margaret  Cargill 
W.  Duncan  MacMillan 
John  Hugh  MacMillan  III 
Marion  MacMillan  Pictet 
Whitney  MacMillan 
Cargill  MacMillan  Jr. 
Pauline  MacMillan  Keinath 
and  families 

Inheritance.  Cargill,  Inc.  Descen- 
dants of  William  W.  Cargill,  Long 
Island-born  immigrant's  son,  moved 
west  1865,  traded  grain;  quickly  sur- 
passed competition.  John  MacMillan 
Sr.  took  over  1909  after  death  of 
father-in-law  Cargill.  Over  decades 
company  has  become  world's  largest 
grain  trader;  Cargill's  market  share  of 
world  grain  trade  is  25%.  Also  agricul- 
tural commodities,  financial  services, 
manufacturing,  etc.  Privately  held; 
earnings  exceed  $350  million  on  $47 
billion  in  sales  (cash  flow  over  $1 
billion);  books  reportedly  conserva- 
tive. Whitney  MacMillan  current 
chairman,  CEO.  Control  via  voting 
stock  believed  evenly  split  among  3 
family  branches.  First  branch:  James 
Cargill:  Minneapolis.  70.  Married,  3 
children.  With  Cargill  since  1947, 
retired  as  senior  VP  1990;  still  direc- 
tor. Owns  Dinnaken  Properties, 
builds  housing  for  U.  of  Minnesota. 
Expert  trout  fisherman,  owns  3  J.  B. 
Hudson  jewelry  stores  in  Minneapo- 
lis. Sister  Margaret:  La  Jolla,  Calif.  74. 
Never  married,  reclusive.  Second 
branch:  Duncan  MacMillan:  Way- 
zata,  Minn.  64.  Married,  4  children. 
Has  worked  for  Cargill  since  1953, 
director  since  1966;  vice  chairman 
Waycrosse,  Inc.,  family  investment 
firm.  Wrote  2 -volume  family  history. 
Brother  John  Hugh:  Hillsboro 
Beach,  Fla.  66.  Twice  divorced,  re- 
married; 9  children.  Not  active  in 
company.  Barge  company  in  bank- 
ruptcy. Sister  Marion:  Hamilton 
Beach,  Bermuda.  62.  Divorced;  1 
daughter,  another  child  deceased. 


Owns,  manages  real  estate  holdings 
worldwide,  many  farming  related. 
Third  branch:  Whitney  MacMillan: 
Minneapolis.  65.  Married,  2  children. 
Noted  expert  on  East-West  commer- 
cial relations;  various  U.S.,  interna- 
tional positions  with  company;  CEO 
since  1977.  Brother  Cargill:  Wayzata. 
67.  Divorced,  remarried;  4  children. 
Senior  VP  Cargill  1973-88.  Retired, 
still  active  in  company  affairs.  Philan- 
thropic interests,  public  TV,  banks. 
Sister  Pauline:  St.  Louis.  60.  Married, 
4  children.  Quiet  lifestyle,  works  with 
handicapped  children.  Not  active  in 
company.  Each  branch  worth  $1.7 
billion  or  more. 


Edward  John  DeBartolo  and  family 

Shopping  centers.  Boardman,  Ohio. 
85.  Widowed;  1  son,  1  daughter. 
Father  died  before  Edward's  birth; 
took  stepfather's  name;  at  age  13 
wrote  contracting  bids  for  him  (non- 
English  speaking).  Studied  civil  engi- 
neering Notre  Dame;  WWII  Army 
engineer.  Took  over  family  business 
1944.  Built  first  shopping  center 
1948:  "I  would  like  to  know  what  I 
am  doing  could  go  on  endlessly." 
Took  many  risks  to  build  massive 
shopping  center  empire.  Former  bil- 
lionaire; hurt  badly  in  1990s  crash; 
sold  Pittsburgh  (hockey)  Penguins 
1991;  son  retains  San  Francisco  (foot- 
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ball)  49crs.  Most  shopping  malls  (and 
debt)  taken  public  in  REIT  1994.  De- 
spite age,  said  to  maintain  5:30  a.m. 
to  7  p.m.  workdays.  Net  worth  esti- 
mated $860  million. 


Maurice  (Hank)  Greenberg 
Ernest  E.  Stempel 

American  International  Group.  NYC. 
Company  founded  Shanghai  1919  by 
C.V.  Starr,  first  Westerner  to  sell  in- 
surance to  Chinese.  Built  internation- 
al conglomerate;  no  heirs.  Large 
block  aig,  investments  in  private 
holding  companies,  controlled  by  key 
executives:  inheritance  by  manage- 
ment. Today  largest  U.S.  commercial 
underwriter.  Large  investments  over- 
seas, including  China,  Eastern  Eu- 
rope. Greenberg:  69.  Married,  4  chil- 
dren. Raised  on  New  York  dairy  farm. 
As  Army  Ranger,  stormed  Normandy 
beach  WWII.  After  war  became  law- 
yer, moved  to  Continental  Casualty 
Corp.  Then  to  C.V.  Starr  1961, 
named  successor  1968  (company 
went  public  1969).  Nicknamed  after 


Detroit  Tigers  star — "Hammering 
Hank" — now  chairman  both  AIG  and 
board  of  directors  Federal  Reserve 
Bank  of  New  York.  Still  hammering: 
his  aig  shares  recently  worth  $855 
million.  Increasing  premiums, 'build- 
ing overseas:  "We  want  to  see  the 
American  insurance  industry  flourish 
overseas  .  .  .  but  do  it  with  some 
thought,  some  conviction  and  be  in  it 
for  the  long  term.  If  not,  don't  be  in  it 
at  all."  Stempel:  Hamilton,  Bermuda. 
78 .  Widowed ,  4  children .  loined  C  .V. 
Starr  1 938  as  clerk,  then  only  23  other 
employees.  Stock,  etc.  now  worth 
$515  million. 


James  LeVoy  Sorenson 

Medical  devices.  Salt  Lake  City.  73. 
Married;  8  children,  39  grandchil- 
dren. Mormon,  raised  California. 
Quit  medical  school  1942  for  mis- 
sionary work;  then  Maritime  Service. 
Doctor  persuaded  him  to  try  pharma- 
ceutical sales.  Joined  Upjohn,  moved 
to  Salt  Lake  City.  On  side,  sold 
houses;  bought,  developed  real  es- 


tate; staked  uranium  claims,  sold  to 
penny-stock  promoters.  Tried  medi- 
cal devices;  sold  out  1960.  Bought 
lingerie  company,  made  "modest" 
styles.  Back  to  medical  devices.  Ab- 
bott Labs  offer  1980.  Bluffing:  "Well, 
I'm  building  a  $100  million  company 
here"— 33  P/E.  Abbott  bit,  his  $100 
million  stock  recently  $787  million. 
Helped  kids,  sons-in-law  expand 
businesses  he  started.  Estimated  $855 
million  or  more. 


David  Howard  Murdock 

Real  estate,  takeovers.  Bel  Air,  Calif.; 
NYC.  71.  Divorced,  widowed,  remar- 
ried; 2  sons.  High  school  dropout 
moved  to  Phoenix  1946:  built  homes, 
founded  bank,  accumulated  $100 
million;  market  collapsed  1964.  With 
remaining  $1  million,  to  LA  1966, 
invested  in  real  estate,  small  compa- 
nies. Helped  merge  Iowa  Beef  Pro- 
cessors into  Occidental  Petroleum, 
made  $100  million.  White  knight  for 
Continental  Group  1984:  $150  mil- 
lion.  "Murdock   manages   to  get 


Bigger  is  not 
necessarily  better 
Mega-mall 
developers 
Melvin  and 
Herbert  Simon 
(see  p.  206)  must 
be  disappoint- 
ed in  their  22.5% 
interest  in 
Minneapolis' 
Mall  of  America. 
The  4.2-million- 
square-foot 
behemoth  cost 
around  $700  mil- 
lion to  build,  but 
vacancy  rates 
are  over  twice  the 
average  for  big 
Twin  City  shop- 
ping centers. 


170 


Forbes  400  ■  October  17,  1994 


Templeton  Growth  Fund 


P  E 


r     e  s 


306.1% 

J  0-year 

72.8% 

5-year 

15.1% 

10-year 

11.6% 

5-year 

10.9% 

1  -year 

Cumulative  Total  Returns!  s 

Average  Annual  Total  Rett 

trust 

Invest  for  maximum 
total  real  return. 


The  performance  numbers  of  an  investment  te 
At    the    very    least,    your    investment  should 
purchasing  power  by  growing  fast  enough  to  out- 
pace inflation. 

That's  why  the  numbers  of  the  Templeton 
Growth  Fund  are  so  appealing.  They  represent  the 
result  of  a  simple  but  sound  philosophy  of  search- 
ing worldwide  for  securities  that  appear  to  be 
priced  unusually  low  in  relation  to  their  true  value. 
Of  course,  past  performance  does  not  guarantee 
future  results.  The  goal  of  the  Templeton  Growth 
Fund  is  capital  appreciation. 

Mail    in   the   postage-paid   card   or  call 
Templeton  today  for  a  free  brochure. 


f Cumulative  total  returns  show  the  percent  change  in  value  of  an  investment  over  the  10-  and  5- 
year  periods.  Average  annual  total  returns  represent  the  average  annual  increase  in  value  of  an  invest- 
ment over  the  indicated  periods.  All  calculations,  for  the  period  ended  6/30/94.  include  the  maxi- 
mum 5.75%  initial  sales  charge  and  assume  reinvestment  of  dividends  and  capital  gains  at  net  asset 
value.  Prior  to  July  I,  1992,  fund  shares  were  offered  at  a  higher  sales  charge.  Thus,  actual  total 
returns  to  purchasers  of  shares  during  that  period  would  have  been  somewhat  less  than  noted  above. 
Fund  share  prices  and  returns  will  fluctuate  with  market  conditions,  currencies,  and  the  economic  and 
political  climates  where  investments  are  made.  Thus,  an  investor's  shares,  when  redeemed,  may  be  worth 
more  or  less  than  their  original  cost. 

Principal  Underwriter:  Franklin  Templeton  Distributors,  Inc. 


11  only  part  of  the  story, 
seek    to    protect  your 

Call  1-800 
342-FUND 
Ext.  T2  7  3 


Templeton  Worldwide 

700  Central  Avenue 
St.  Petersburg,  FL  33701-3628 

j^e-i/  I  would  like  a  free  prospectus 
containing  more  complete  information  on  the 
Templeton  Growth  Fund,  including  sales 
charges  and  expenses.  I  will  read  it  carefully 
before  I  invest  or  send  money. 

D  lam  currently  a  Templeton  shareholder. 

Name 

Address 

City 

State/Zip 
Daytime  Phone 

FOB94 
T273 

Templeton 

-■-  WORLDWIDE 


A  Member  of  the  $114  Billion  Franklin  Templeton  Group 


inc  runpco  ruun  nununcu 


OVER  $800,000,000 


Riding  the  information  highway 

Donald  Schneider  (see  p.  210)  has  installed  satellite  antennas  and  computers 
on  all  of  Schneider  National's  trucks,  so  its  truckers  stay  in  constant  contact 
with  home  base.  "It  allows  us  to  manage  all  the  shipments  in  transit  because 
we  know  precisely  where  a  load  is  at  any  particular  time,"  says  Schneider. 


bought  out,  and  he  manages  to  get 
bought  out  pleasantly.  That's  part  of 
his  genius."  Now  has  23%  Dole  Food, 
is  chairman,  CEO.  Bought  Cannon 
Mills  1982,  sold  1985.  Owns  assorted 
real  estate;  Arabian  horses;  private 
companies.  Estimated  $855  million. 


Alfred  Lerner 

Banking,  real  estate.  Shaker  Heights, 
Ohio.  61 .  Married,  2  children.  Raised 
in  3  rooms  behind  lather's  Queens, 
N.Y.,  candy  store;  Columbia  grad 
1955;  Marines.  Saved,  bought  59- 
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unit  Cleveland  apt.  building  1965.  Bv 
1979  could  buy  11,000  Maryland, 
Pennsylvania  units  with  Andre  Meyer 
(Lazard  Freres)  for  $176  million.  Got 
control  Equitable  Bancorp  1981; 
Progressive  Corp.  stake  1988,  sold 
1992.  After  series  of  troubles,  stock 
maneuvers,  has  18  million  shares 
MBNA  (largest  U.S.  issuer  affinity 
credit  cards),  other  assets.  Interest  in 
Cleveland  (football)  Browns  and  sta- 
dium; $10  million  to  Cleveland  hos- 
pital 1993.  Wears  Countess  Mara  ties 
he  wore  in  1950s.  "I'm  no  Joe  Ty- 
coon" at  mere  $850  million. 


Leonard  Norman  Stern 

Pet  supplies,  real  estate,  nyc.  56.  Di-  I 
vorced,  remarried;  3  children.  Father  i 
came  from  Germany  with  2,100  ca-  I 
naries    1926.   Leonard   took   over  j 
floundering  Hartz  Mountain  1959,  j 
added  dog,  cat  supplies.  Built  indus-  I 
try  leader,  semimonopoly;  antitrust 
fines.   Began   buying   New   Jersey  . 
Meadowlands  acreage  1963:  devel- 
oped 33  million  sq.  ft.  industrial,  of- 
fice, retail.  Took  Hartz  public  1972,  f 
private  1979.  Paid  $55  million  for  g 
Village  Voice  1985.  Gave  alma  mater  a 
NYU   $30   million    1988,   business  ij 
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school  renamed  for  him.  Recently 
sold  Harmon  Publishing,  real  estate 
magazine  co.,  for  $104  million,  says 
over  $60  million  profit.  Jersey  real 
estate  still  down  but  recovering.  Sons 
Edward,  Emanuel  taking  over  day-to- 
day. Estimated  $825  million. 


Frank  Batten  Sr.  and  family 

Media.  Virginia  Beach,  Va.  67.  Mar- 
ried, 3  children.  Uncle  Samuel  Slover 
arrived  Virginia  1900;  offered  50%  of 
Newport  News  (now  Virginia  Pilot/ 
Ledger  Star)  if  he  halted  red  ink  flood 
within  year.  Succeeded.  Raised  neph- 
ew Frank:  Harvard  M.B.A.;  publisher 
1954,  age  27.  Frank  aggressively  ex- 
panded Landmark  Communications. 
Now  7  dailies,  29  weekly  shoppers,  4 
tri- weeklies,  etc.  First  cable  franchise 
1964;  over  740,000  Tele-Cable  sub- 
scribers when  sold  to  TCI  1994.  Also 
has  Weather  Channel,  Travel  Chan- 
nel, TV  stations.  Newspaperman  son 
Frank  Jr.  heir  apparent.  Debt  appar- 
ently less  than  previously  thought, 
Frank  Sr.'s  35%  Landmark  estimated 
$820  million.  "I  thought  you  guys 
would  stop  publishing  that  list." 


Thomas  F.  Frist  Jr.  and  family 

Columbia/HCA.  Nashville.  56.  Mar- 
ried; 2  sons,  1  daughter.  Vanderbilt; 
Washington  U.  medical  school.  Air 
Force  flight  surgeon.  Returned  to 
Nashville  1968.  Joined  father  and 
family  pal  Jack  Massey  to  found  Hos- 
pital Corp.  of  America:  Built  on  idea 
that  hospitals  can  be  run  profitably. 
Went  public  1969.  Tom  Jr.  focused 
on  acquisition,  development.  By 
1973,  51  hospitals.  Chief  executive 
officer  1987.  In  1988  led  $5.1  billion 
leveraged  buyout.  Public  again  1992; 
merger  with  Columbia  Healthcare 
Corp.  went  through  in  February.  Op- 
timistic: "The  train  is  out  of  the  sta- 
tion. Regardless  of  what  Clinton  ac- 
complishes on  the  government  side, 
the  private  sector's  leading  the  way." 
His  payoff  estimated  $810  million. 


Marc  Rich 
Pincus  Green 

Former  trading  partners.  Rich:  Meg- 
gen,  Switzerland.  59.  Divorced,  re- 
married; 3  children.  Green:  59.  Mar- 
pied,  4  children.  Rich:  Belgian  born; 


family  fled  Europe  to  U.S.  1941 .  Quit 
NYU  for  commodity  traders  Philipp 
Brothers  mailroom.  Rose  with 
Brooklyn -born  "Pinky"  to  star  trad- 
er; pioneered  spot  oil  market  1968. 
Phibro  balked  at  bonus;  Rich  and 
Pinky  left  1974  to  form  Marc  Rich  8c 
Co.  AG.  Traded  Iranian  crude  during 
hostage  crisis;  led  to  indictment.  Fied 
to  Switzerland  1983  after  U.S.  govt, 
charged  pair  with  tax  evasion,  fraud, 
racketeering.  Paid  $171  million  fed- 
eral fines  so  U.S.  arm,  Clarendon, 


could  do  business  1984.  Rich  has 
Spanish,  Belgian,  Israeli  citizenship; 
Pinky,  Israeli.  But  Feds  still  actively 
pursuing  them,  consider  them  U.S. 
citizens.  Major  personnel  changes  at 
trading  co.  last  4  years;  partners 
cashed  out,  including  Pinky  (after 
heart  bypass)  1991.  With  exodus, 
profits  down;  lucrative  Russian  com- 
modities trading  collapsed  1992. 
Mysterious  Russian  trading  un- 
plumbed.  Rich  selling  stake  gradually; 
now  has  25%,  down  from  51%.  Sept. 


Marvin  Davis  with  popular  Vegas  performer  Don  Rickles 

In  December  Davis  (see  p.  124)  applied  for  a  tiny  0.33%  stake 

in  the  Stage  Door  casino,  a  small  operation  off  the  Las  Vegas  strip. 

A  safe  bet:  He  was  testing  how  quickly  he  could  get 

licensing  for  a  bigger  Vegas  move.  He's  been 

investing  in  Bally  stock  and  has  had  discussions 

with  Bell  Atlantic  Properties,  owner  of  the 

Aladdin  casino,  an  ailing  strip  property. 
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THE  ROAD  TO 


PERFECTION  IS  LONG. 


WE  THOUGHT  IT 


APPROPRIATE  TO 


SPEED  THINGS  UP. 


An  Entirely  New  LS.  ANew Journey.  November  15.  Inquiries,  800-872-5398. 


inc  ruiiPEO  ruun  nununcu 

OVER  $700,000,000 


Bernard  Marcus 
on  the  road 

Home  Depot  Chairman 
Bernard  Marcus  (see  p. 
191)  and  Chief  Operat- 
ing Officer  Arthur  Blank 
spend  40%  of  their  time 
visting  Home  Depot's  300- 
plus  stores.  Every  assis- 
tant manager  in  the  chain 
is  personally  trained  by 
either  Marcus  or  Blank. 
Once  a  quarter  they 
broadcast  an  in-house 
morning  show  called 
"Breakfast  with  Bernie 
and  Arthur."  The  duo 
once  traveled  together, 
but  with  the  company 
growing  more  than  30% 
per  year,  they've  been 
forced  to  split  the  travel- 
ing chores. 


1994,  firm  dropped  Rich  name,  be- 
came Glencore  International  AG; 
"■Marc  still  works  there,  but  he  is 
weaning  himself  off  the  business." 
Wife  Denise,  suing  for  $500  million 
divorce  settlement,  fears  he's  hiding 
assets.  Estimated  $800  million  each. 


Craig  O.  McCaw 
John  Elroy  McCaw  Jr. 
Keith  W.  McCaw 
Bruce  R.  McCaw 

Brothers.  McCaw  Cellular  Commu- 
nications. Father  John  Elroy  McCaw 
radio  and  cable  TV  pioneer.  Mother 
one  of  first  women  to  earn  accounting 
degree  U.  of  Washington;  handled 
family  books.  Father  died  1969, 
mired  in  debt.  Craig  took  over  Twin 
City  Cable  while  studying  history  at 
Stanford.  Guided  company  to  suc- 
cess. Applied  for  cellular  licensing  in  6 
of  top  30  U.S.  markets.  Visionary  bet 
ranch  that  everyone  would  someday 
carry  personal  cellular  phone.  Sold 
cable  to  Jack  Kent  Cooke  (which  see) 
for  $755  million  1987.  Major  back- 


ing from  Affiliated  Publications  (see 
Jordan,  Taylor  families).  Took 
McCaw  Cellular  public  1987;  lever- 
aged company  into  biggest  of  its  kind 
(1993  revenues,  $2.2  billion).  Ac- 
quired Lin  Broadcasting  after  1990 
bidding  war,  more  debt;  picked  up 
other  major  markets.  Recently  ac- 
quired by  AT&T  in  $  1 2 .6  billion  merg- 
er. Baby  Bells  upset  but  deal  appears  a 
success.  Craig:  chairman,  ceo.  Belle- 
vue,  Wash.  45.  Married,  no  children. 
Graduate  Lakeside  School  (like  his 
brothers),  Stanford.  Plans  $9  billion 
global  satellite -based  interactive  net- 
work— Teledesic — that  Bill  Gates 
( which  see)  has  invested  in.  John:  Seat- 
tle. 43.  Divorced,  3  children.  Direc- 
tor. Classmate  of  Paul  Allen  (which 
see)  at  Lakeside.  Recently  left  VP  ac- 
quisitions position  after  20  years; 
bought  stake  in  Seattle  (baseball) 
Mariners.  Keith:  Seattle.  41 .  Married, 
2  children.  No  longer  a  director,  10 
years  in  management  and  operations. 
Bruce:  Bellevue.  47.  Single.  Avid  car 
racer.  Four  brothers  own  shares  re- 
cently worth  more  than  $2.5  billion. 


Jack  Crawford  Taylor  and  family 

Enterprise  Rent-A-Car.  St.  Louis.  72. 
Divorced,  remarried;  2  children.  Left 
Washington  U.  to  fly  Navy  Hellcats 
WWII.  Postwar:  car  salesman,  region- 
al distributor  for  Cadillac  dealer. 
Took  50%  pay  cut  to  start  car  leasing 
business  with  financing  from  boss:  "If 
I  failed,  I  figured  I  could  always  do 
something  else.'''  Pioneered  insur- 
ance replacement  rentals  for  wrecks 
1960s.  Business  exploded  1970s  after 
courts  made  insurance  companies 
compensate  for  replacement  cars;  En- 
terprise thriving  despite  downturn  in 
travel  industry.  "When  people  stay 
home,  our  business  goes  up.  There 
are  more  people  getting  in  acci- 
dents." Son  Andy,  47,  president: 
looking  to  Canada.  Net  worth  esti- 
mated over  $800  million. 


Amos  Barr  Hostetter  Jr. 

Continental  Cablevision.  Boston.  57. 
Married,  2  children.  Son  of  stockbro- 
ker from  Short  Hills,  N.J.  Harvard 
M.B.A.;    stint    in    utility  finance. 
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A  new  Mrs.  Kravis 
Leveraged 
buyout  tycoon 
Henry  R.  Kravis 
married  French- 
Canadian  econ- 
omist Marie-Josee 
Drouin  in  Febru- 
ary, ending  specu- 
lation in  New 
York  social  cir- 
cles. Kravis  and 
his  second  wife, 
fashion  design- 
er Carolyne 
Roehm,  divorced 
last  year.  Kravis 
announced  the 
marriage  at  a  big 
party  he  threw  at 
New  York's 
Metropolitan 
Club. 


"Bud"  started  cable  company  with 
frat  brother  H.  Irving  Grousbeck 
1963.  Each  partner,  Bud's  father,  put 
up  $4,000.  Acquired,  built  franchises. 
Grousbeck  left  1981  to  teach,  kept 
10%.  Same  year  Dow  Jones  bought 
24.5%;  sold  part  1986.  Acquired 
McClatchys'  (which  see)  cable  compa- 
ny 1986,  American  Cable  Systems 
1988;  bought  out  Dow  Jones'  re- 
maining interest  for  $300  million 
1989.  Now  over  2.8  million  sub- 
scribers, mainly  Midwest,  California. 
Still  acquisitive,  but  didn't  get  Times 
Mirror's  1  million  subs.  Hostetter's 
istake  estimated  $800  million. 


William  Clay  Ford 
Josephine  Ford 

Brother  and  sister.  Only  surviving 
grandchildren  of  Henry  Ford  (d. 
1947),  Ford  Motor  Co.  founder. 
Brother  Henry  Ford  II  (d.  1987)  left 
Yale  to  become  Ford  Motor  director; 
never  graduated.  Took  military  leave, 
joined  Navy  as  ensign  1941;  called 
back  on  father  Edsel's  death  1943. 
Replaced  grandfather  as  president 
1945.  During  35-year  tenure  turned 
company  around,  rebuilt  America's 


number  2  car  company.  Firm  still 
going  strong.  Henry's  son  Edsel  II 
now  president  Ford  Motor  Credit 
Co.  William:  69.  Grosse  Pointe 
Shores,  Mich.  Married  to  Martha 
Firestone,  4  children.  Director,  chair- 
man finance  committee.  Owns  De- 
troit (football)  Lions  (estimated  $138 
million);  with  Ford  stock,  net  worth 
estimated  $785  million.  Son  William 
Jr.  VP  commercial  truck  vehicle  cen- 
ter. Josephine  (Dodie):  70.  Grosse 
Pointe  Farms,  Mich.  Married,  4  chil- 
dren. Art  collection,  Ford  stock;  esti- 
mated worth  $585  million.  More 
than  8-to-l  voting  power  of  family's 
"supervoting"  Class  B  stock  main- 
tains company  control  with  around 
10%  of  total  outstanding  shares.  Total 
Ford  family  fortune  believed  $1 .9  bil- 
lion or  more. 


Henry  R.  Kravis 
George  R.  Roberts 

Partners,  cousins.  LBOs.  With  mentor 
Jerome  Kohl  berg  (which  see)  left 
Bear,  Stearns  1976;  formed  Kohlberg 
Kravis  Roberts  buyout  boutique. 
Thought  big,  bought  big:  Houdaille 
Industries,  $370  million,  1979;  Wo- 


metco  first  $1  billion  deal,  1984.  Also 
Storer  Communications,  Safeway, 
Beatrice,  Owens-Illinois,  Duracell 
etc.  Kohlberg  left  1987,  opposed  hos- 
tile takeovers,  high  prices  paid;  sued; 
still  partner  on  some  deals,  kkr  secret? 
Massive  fees,  nominal  risk.  Among 
highest  fees  of  any  LBO  firm:  20%  of 
profits,  1.5%  management  fees,  1% 
investment  banking  fee  etc.  Typically 
risk  a  mere  1%  of  equity.  Ill-fated  RJR 
Nabisco  deal  1988,  largest  buyout 
ever,  $26.4  billion  (over  $3  billion 
equity).  Estimated  return,  so  far,  not 
much  better  than  personal  savings 
account.  Better  deal  1992  American 
Reinsurance:  purchased  from  Aetna, 
went  public  4  months  later  for  tripled 
price.  Now  talks  "leverage  buildups" 
in  publishing,  radio,  cable  TV,  leisure. 
Also  Elsie  the  Cow:  offered  $2  billion 
stock  acquisition  of  Borden.  New  Eu- 
ropean buyout  venture  to  be  headed 
by  Ian  Martin,  ex-Grand  Met  execu- 
tive. Henry:  NYC;  5  other  homes  in- 
cluding Dominican  hideaway.  50. 
Twice  divorced,  recently  remarried  to 
French- Canadian  economist  Marie- 
Josee  Drouin;  2  children  ( 1  son  died 
in  accident).  Hard-nosed  son  ofTulsa 
geologist.  High  profile  on  NYC  social 
scene;  lavish  donations  to  Metropoli- 
tan Museum.  George:  San  Francisco 
Bay  area.  50.  Married,  3  children.  Very 
private:  hates  NYC;  runs  SF  office  with 
brother-in-law  Robert  MacDonnell. 
Large  use  donor.  Each  estimated 
$780  million. 


Leonard  Abramson 

U.S.  Healthcare.  Blue  Bell,  Pa.  61. 
Married,  3  daughters.  "Not  too  many 
people  started  off  with  less  than  I 
did."  Drove  cab  to  pay  for  Philadel- 
phia College  of  Pharmacy  and  Sci- 
ence. Drug  salesman  for  Parke-Davis 
1960.  Super  sales  record,  but  quit 
when  put  on  hold  for  promotion; 
bought  2  pharmacies  1961.  Sold 
1966  to  build  Medical  Equipment 
Unlimited;  sold  1969.  Joined  R.H. 
Medical  1972;  bought  their  HMO  di- 
vision 1975:  U.S.  Flealthcare  born, 
ready  for  trend  to  HMOs.  Took  public 
1983.  Earlier  this  year,  said  Clinton 
health  plan  was  "a  perverse  social- 
ism"; now,  workers  say,  "we  are  very 
careful  about  what  we  say."  Net 
worth  around  $780  million.  One 
daughter  in  company. 
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Warren  Buffett  (see  p.  103)  in  his  Omaha  office 

The  billionaire  has  only  11  employees  in  his  spare,  unpretentious  office.  "The  whole  operation  could  fit  inside 
less  than  half  of  a  tennis  court,"  writes  Peter  Lynch  in  the  foreword  to  a  new  book,  "The  Warren  Buffett  Way." 
It's  possibly  the  most  productive  half-tennis-court-size  space  anywhere,  given  Buffett's  $9  billion  worth  in  stock. 


Susan  Thompson  Buffett 

Marriage.  SF. ,  Omaha.  62.  Married  to 
Warren  Buffett  (which  see),  3  chil- 
dren. Daughter  of  Omaha  educator; 
her  parents  knew  Warren's.  Met  "Or- 
acle of  Omaha"  while  rooming  with 
his  sister  at  Northwestern.  Married 
1952.  Deeply  involved  in  the  civil 
rights  movement;  couple's  political 
shift  to  the  left  caused  deep  stirrings  in 
family.  Heads  Buffett  Foundation: 
nuclear  disarmament,  family  plan- 
ning. ,  Earlier  sought  singing  career. 
Moved  to  San  Francisco.  More  re- 
cently spending  time  on  foundation. 
Lives  on  West  Coast,  sees  Warren 
regularly:  "It  works  well  this  way.  She 
sort  of  roams;  she's  a  free  spirit." 


Warren  plans  to  leave  his  billions  to 
Susan,  then  to  her  foundation.  Her 
Berkshire  Hathawav  holdings  worth 
$765  million. 


Richard  Mellon  Scaife 

Inheritance.  Pittsburgh.  61.  Di- 
vorced, remarried;  2  children.  Grand- 
son of  Richard  Beatty  Mellon  (see 
Mellon  family).  "Dicky"  inherited 
over  $200  million  from  Mellon 
mother  1965.  Runs  small  Scaife 
Newspapers,  including  Greensburg 
(Pa.)  Tribune- Review,  promulgates 
conservative  ideology.  Sold  Sacra- 
mento Union  1989.  Sore  about  Pitts- 
burgh Press  sale  1992  to  Blade  Com- 


munications. Suing:  claims  he  wasn't 
given  adequate  chance  to  bid  on  it. 
Rirely  uses  middle  name  (feels  mom 
was  mistreated  by  uncle  R.K.  Mel- 
lon). Heavy  backer  right-wing  causes, 
think  tanks.  Overcame  a  drinking 
problem.  Long  estranged  from  liber- 
al, reclusive  sister  Cordelia  Scaife  May 
(which  see).  Allegedly  lost  "virtually 
nothing"  in  1991  divorce.  Fortune 
estimated  $750  million:  he  denies  it. 


Robert  Henry  Dedman  Sr. 

Country  clubs.  Dallas.  68.  Married,  2 
children.  Grew  up  Arkansas  poor,, 
moved  to  Texas  during  teens.  Saysi 
earned  economics,  engineering  de- 
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Advertisement 


Cathay  Pacific 

INTRODUCING  A  NEW  LOOK 
FOR  THE  AIRLINE  AT  THE  HEART  OF  ASIA. 


mm  ENTERING  A  NEW  ERA 

Cathay  Pacific  is  proud  to  introduce  its  new  flying  colors.  A  fresh  new 
look  celebrating  the  spirit  and  energy  of  modern  Asia,  inspired  by 
the  innovation  and  flexibility  that  sets  this  region  apart.  It  signals  an 
overall  program  of  changes  aimed  at  making  flying  easier  and  more 
comfortable  whenever  you  travel  with  us  between  Los  Angeles  and 
Hong  Kong. 

■i  ASIA'S  RAPID  GROWTH 

Our  home,  Hong  Kong,  is  at  the  center  of 
the  world's  most  dynamic  economies.  A 
fact  that  leads  us  to  move  quickly  in 
anticipating  and  responding  to  the  grow- 
ing needs  of  our  passengers.  The  expan- 
sion of  our  services  tells  its  own  story. 
From  our  first  take-off  nearly  50  years 
ago  we  have  grown  to  more  than  650  flights  a  week  to  and  from  Hong 
Kong,  carrying  passengers  to  every  part  of  Asia  and  around  the  world. 


WW  A  REFRESHING  CHANGE 

Our  striking  new  'brushwing'  logo  - 
embodies  the  spirit  of  our  new  look.  ^ 
An  elegant  evocation  of  a  bird's  wing  in  a 
natural  and  free-flowing  calligraphic  style,  it 
is  designed  to  reflect  our  attention  to  detail  as  jj 
well  as  the  caring,  responsive  nature  of  our 
service.  It  is  both  international  and  uniquely 
Asian.  In  short,  the  perfect  contemporary 
symbol  for  Cathay  Pacific. 


THE  INSIDE  STORY 

The  changes  in  our  livery  go  more  than  skin 
deep.  We  are  already  introducing  luxurious  new 
interior  fabrics,  that  help  form  completely  new 
cabin  environments.  Nowhere  is  this  more  evi- 
dent than  in  our  new  Business  Class,  which  we 
will  first  introduce  on  our  747-400  fleet.  It 
features  a  completely  redesigned  seat:  uniquely 


flexible  and  adjustable,  allowing  you  to  travel  in  complete  comfort. 
What's  more  we're  also  installing  advanced  six-channel  personal  TVs 
that  will,  on  our  longest  flights,  allow  you  the  choice  of  up  to  40  hours 
of  the  latest  entertainment. 

W  EXCELLENCE  IN  THE  AIR 

We  are  commencing  a  major  fleet  replacement 
program  with  the  delivery  of  some  of  the 
world's  most  advanced  aircraft.  Within  Asia 
we  will  introduce  the  latest  Rolls-Royce-pow- 
ered Airbus  A330  in  February  1995.  And, 
from  November  of  this  year  on  our  long-haul 
routes,  the  Airbus  A340  will  provide  even  more  non-stop  services.  In 
addition,  we  will  be  the  first  airline  in  the  world  to  operate  a  Rolls- 
Royce-powered  long-haul  Boeing  777,  being  introduced  in  1996. 
Overall,  a  major  investment  in  new  aircraft  that  will  make  our  fleet  one 
of  the  youngest  and  most  sophisticated  in  the  world. 

M  THE  MOST  CONVENIENT  NETWORK  IN  ASIA 

Fly  Cathay  Pacific  from  Los  Angeles  to 
Hong  Kong  and  take  advantage  of  the 
most  frequent  and  flexible  connections 
within  Asia  of  any  airline.  With  a  net- 
work that  covers  30  cities  around  the 
region  and  the  convenience  of  direct  WB^w  ^i-— 
connections  into  15  cities  m  China  with  . 
our  sister  airline  Dragonair.  In  all,  a  I^^Wb 
global  route  network  spanning  42  destinations  in  26  countries. 

HH  SERVICE  THAT  COMES 
FROM  THE  HEART 

We  are  introducing  a  new  theme  in  our  advertising: 
The  Heart  of  Asia.  Like  our  new  corporate  identity, 
it  is  designed  to  better  reflect  both  our  history  and 
our  commitment  to  the  future  of  our  home,  Hong 
Kong.  It  is  a  statement  of  the  values  that  have  always  been  at  the  core 
of  Cathay  Pacific  —  warmth,  flexibility  and  trust.  And  a  promise  that 
everything  we  do,  we  do  from  the  heart. 


WW  OUR  NEW  FLYING  COLORS 

The  familiar  red  and  green  colors  of  Cathay  Pacific  have  been  maintained.  But  they  are  now 
in  more  contemporary  shades  —  richer  and  more  dynamic.  Our  name  itself  appears  in  a 
unique  new  typeface. 

You  will  find  our  new  colors  on  the  ground  too.  At  ticket  offices  and  in  Cathay  Pacific 
airport  lounges  around  the  world.  However,  the  changes  to  our  appearance  will  not 
happen  overnight,  but  rather  will  be  introduced  gradually  in  an  environmentally 
and  financially  responsible  way.  The  entire  process,  from  tailplanes  to 
luggage  tags,  will  be  taking  effect  over  the  next  four  years. 


Cathay  Pacific 


Cathay  Pacific  flies  non-stop  daily 
between  Los  Angeles  and  Hong  Kong 


Discover  the  real  Hong  Kong.  Fly  there  non-stop  from  Los  Angel 


inc  runpco  ruun  nununcu 

OUER  $700,090,000  ___ 


grees,  L.L.B.  from  University  of  Tex- 
as in  4  years  while  selling  insurance 
and  real  estate  and  serving  as  commis- 
sioned Navy  officer.  Lawyer.  Opened 
Brookhaven  Country  Club  as  sideline 
1957.  Profitable;  others  sold  him 


clubs  to  get  professional  manage- 
ment. Added  city  clubs  1965.  Now 
ClubCorp  International  nationwide: 
83  country  clubs,  93  city,  32  athletic, 
36  public  golf  courses,  10  interna 
tional  clubs,  8  resorts.  Also  banking: 


owns  Texas  savings  and  loan  Franklin 
Federal  Bancorp.  Son  Bob  Jr.,  presi- 
dent, heir  apparent.  Bob  Sr.  gives 
millions  to  health  and  education.  His, 
family's  93%  may  be  worth  $750  mil- 
lion or  more. 


jk 


mmjmim  m»mim  *****  • 


Cold  shoulder 
for  cold  cash 
Superstar 
hedge-fund 
investor  George 
Soros  (see  p.  132) 
proposed  that 
the  G-7  and  IMF 
solve  the  former 
Soviet  Union's 
runaway  infla- 
tion problem  by 
giving  $10  bil- 
lion in  hard  curren- 
cy directly  to  its 
individual  citi- 
zens. This  would 
create  a 
currency  base 
that  fractious 
politicians 
would  be  hard  put 
to  inflate,  Soros 
reasoned. 
Undeterred  by 
thundering 
silence  on  this 
idea  from  Western 
governments 
and  the  IMF,  Soros 
personally  gave 
more  than 
$100  million  to 
the  former  Soviet 
Union  to  prevent 
a  scientific  brain 
drain.  For  a 
while,  Russian 
scientists  were 
lined  up  at  Soros' 
offices  to 
collect  their 
share  in  American 
Express 
Travelers 
Checks. 
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Leon  Hess 

Amerada  Hess,  nyc  and  Deal,  N.J. 
80.  Married,  3  children.  Son  of  1904 
Lithuanian  immigrant  who  started 
small  fuel-delivery  firm,  went  broke 
1933.  Leon  reorganized  business  at 
age  19,  made  sales  calls  by  day,  deliv- 
eries by  night.  Fateful  sale  of  residual 
oil  to  N.J.  hotel  launched  new  busi- 
ness: resid  oil  for  industry.  Rebuilt 
trucks  with  heaters  to  keep  it  liquid; 
bought  resid  for  pennies,  sold  for  near 
full  price  (per  Btu)  of  coal.  Went 
public  1962  through  merger.  Hess 
Oil  acquired  Amerada  1969.  Expand- 
ing Canadian,  North  Sea  gas  produc- 
tion; oil  U.S.,  Canada,  North  Sea, 
Middle  East,  West  Africa.  Also  owner 
N.Y.  (football)  Jets.  Also  13%  of 
Amerada  Hess.  Worth  $745  million. 


Edward  Lewis  Gaylord 

Broadcasting,  publishing.  Oklahoma 
City.  75.  Married,  4  children.  For 
years  in  shadow  of  father,  E.K.,  who 
bought  into  Daily  Oklahoman  1903, 
became  state  power  broker.  Added 
TV,  radio,  more  newspapers.  E.L. 
took  over  at  father's  death  1974,  age 
101.  Loves  country  music,  bought 
Grand  Ole  Opry,  Opryland  USA, 
Nashville  (cable)  Network  1983. 
Made  over  $100  million  exchanging 
Telerate  stock  for  Dow  Jones  shares, 
reportedly  sold  for  additional  $50 
million  gain  1993.  Took  Gaylord  En- 
tertainment public  1991.  Ed,  wife 
Thelma  have  over  17  million  shares; 
children,  14  million.  Daily  Oklaho- 
man still  accepts  no  liquor  ads  on 
Sundays.  Dislikes  "liberal  bubble- 
heads,"  praises  family  values.  Esti- 
mated $735  million. 


Charles  Francis  Dolan 

Cable  TV.  Oyster  Bay,  N.Y.  68.  Mar- 
ried, 6  children.  Cleveland-raised. 
Ran  sports  newsreel  business  with 
wife.  Moved  to  nyc  1952  to  make 
industrial  films.  "Chuck"  got  hooked 
ton  cable,  began  wiring  hotels  1960. 

I  Won    Manhattan    cable  franchise 

i 

jl961;  ran  Knicks,  Rangers  games. 
Founded  HBO  1970.  Sold  to  Time 
Inc.  1973;  built  Cablevision  Systems. 
Now  serves  over  2.5  million  subscrib- 
ers. Also  runs  American  Movie  Clas- 
sics, Bravo,  8  regional  sports  net- 
works; has  interest  in  Court  TV.  Refit- 


ting NY  area  with  fiber  optics, 
preparing  for  information  superhigh- 
way: "It's  like  going  to  the  supermar- 
ket. .  .  .  If  you  think  you're  getting  a 
good  value,  you'll  fill  the  basket." 
Stock,  etc.  recently  $715  million. 


Carl  Ray  Pohlad  and  family 

Banking,  investments.  Minneapolis. 
79.  Married,  3  children.  Grew  up 
West  Des  Moines,  Iowa.  Father,  RR 
brakeman;  mother,  laundress;  Carl, 
football  scholarship  Gonzaga  U. 
Dropped  out;  sold  used  cars;  decorat- 
ed WWII.  Found  calling  when  broth- 
er-in-law bank  CEO  died:  Carl 
stepped  in  1955.  Took  over  ailing 
transport  concern,  MEl;  restructured 
as  Pepsi  bottler  1970s;  diversified 
into  candy,  snack  foods.  Sold  bot- 
tling 1986,  food  1990.  Tried  ill-fated 
hair  care  partnership:  lawsuits,  bank- 
ruptcy. "You  can't  bat  1 ,000%  all  the 
time."  Banks  healthy,  expanding  in 
Texas,  California.  Owns  Minnesota 
(baseball)  Twins.  Carries  lucky  buck- 
eye nut;  with  estimated  $710  million, 
who'll  argue? 


Refinery  blues 
John  (Jack) 
Stanley  (see  p. 
191)  has  wanted 
to  expand  his 
Good  Hope,  La. 
refinery  since 
1979.  The  refinery 
and  Jack  have 
survived  two 
bankruptcies;  and 
now  Stanley 
wants  to  sell  $800 
million  in  bonds 
secured  by  the 
refinery  and 
guaranteed  by  69 
million  shares 
of  his  TransTexas 
Natural  Gas.  If 
he  succeeds  and 
refining  comes 
back,  Jack  could 
end  up  riding 
even  higher.  If  not, 
it  could  mean 
another  trip  to 
Chapter  11. 


Harry  Wayne  Huizenga 

Blockbuster  Entertainment,  wmx 
Technologies.  Ft.  Lauderdale,  Fla. 
56.  Married,  4  children.  College 
dropout;  joined  trash-hauling  friend. 
Bought  "beat-up  old  truck,"  built 
into  Waste  Management  Inc.  (now 
wmx),  largest  U.S.  waste  disposal 
company;  age  31.  Quit  1984.  Bought 
into  small  Dallas  video-store  chain. 
Saw  future  was  big  stores,  inventory; 
national  chain:  Blockbuster.  Agreed 
Viacom  merger  1993;  delayed  by 
weak  Viacom  stock.  Plans  2,500-acre 
sports-entertainment  complex  near 
Ft.  Lauderdale:  "Wayne's  World." 
Owns  Miami  (football)  Dolphins,  Joe 
Robbie  stadium,  Florida  (hockey) 
Panthers,  majority  of  (baseball)  Mar- 
lins. "We  work  too  hard  to  have  fun." 
Estimated  near  $700  million. 


Jack  Kent  Cooke 

Real  estate,  investments,  sports.  Mid- 
dleburg,  Va.  81.  Four  divorces;  2  sons 
by  first  wife;  daughter  by  third  (preg- 
nant at  marriage;  signed,  ignored 
prenup  to  abort).  This  year  got  an 
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pierre  cardin 

Pierre  Cardin  products  arc  available  at 
The  Broadway.  ( 1A. 


int  ruiiDta  ruun  nununtu 

OVER  $700,0110,000 


An  important 
woman 

Dennis  Wash- 
ington, pictured 
with  Helen 
Miller,  76.  In  addi- 
tion to  her  nor- 
mal secretarial  du- 
ties, she  man- 
ages $70  million 
of  her  cost-con- 
scious boss'  liquid 
assets.  Accord- 
ing to  one  of  Wash- 
ington's execu- 
tives, Miller  gets 
better  returns 
for  her  boss  than 
big-bank  cash 
management  ser- 
vices. "They 
have  to  charge  a 
fee  to  cover 
their  overhead," 
the  executive 
explains. 


annulment  of  marriage  to  fourth  wife: 
"The  Bolivian  Bombshell"  (about 
40,  left  to  Mexico).  Canadian -born, 
sold  encyclopedias  door-to-door. 
Bought  radio  station  age  25;  added 
newspapers,  magazines:  millionaire 
by  30.  Naturalized  by  act  of  Congress 
1960.  Bought  la  (basketball)  Lakers, 
built  Forum,  sold  1979.  In  1980s 
dealt  cable  systems:  $500  million 
profit.  Owns  Washington  (football) 
Redskins,  la  Daily  News  (for  sale), 
nyc's  Chrysler  building.  Hopes  to 
move  Redskins  to  Md.  Net  worth 
estimated  $700  million  or  more. 


contractor.  Saw  unaggressive  big 
companies  with  idle  assets.  Bought 
closed  Anaconda  copper  mine  for  $20 
million  1985;  copper  prices  surged. 
Used  nonunion  labor,  profit-sharing: 
low-cost  producer.  Sold  half  in  1989 
for  $125  million.  Bought  Burlington 
Northern  Montana  line  1987,  now 
Montana  Rail  Link.  Merged  contrac- 
tor June  1993  with  Kasler  Holding, 
leading  California  road,  bridge  build- 
er. Washington  in  acquisition  mode. 
With  sizable  cash  assets,  estimated 
over  $700  million. 


companies  were  busy  paying  their 
bank  loans."  By  1989  one  of  largest 
U.S.  independent  exploration  firms; 
sold  oil  and  gas  production  unit  (kept 
pipeline)  to  Texaco,  mostly  for  pre- 
ferred stock,  avoiding  large  capital 
gains  tax.  Recently  acquired  Double- 
tree hotel  in  Dallas  from  PNC  Bank; 
now  has  over  2,200  rooms  in  South- 
west. Also  new  oil  and  gas  explora- 
tion. Son  Robert,  41,  heads  TRT 
Holdings  (family  investments). 
Claims  still  debt-free.  Estimated  net 
worth  exceeds  $700  million. 


Dennis  Washington 

Mining,  railroads,  etc.  Missoula, 
Mont.;  Palm  Springs,  Calif.  60.  Mar- 
ried, 2  sons.  Heavy  crane  operator  in 
Alaska  and  Montana  (loved  big  ma- 
chines). Got  $30,000  loan  (and  mar- 
ried) age  30.  Built  Montana's  largest 


Reese  Mcintosh  Rowling 
and  family 

Oil,  real  estate.  Corpus  Christi,  Tex. 
66.  Married,  4  children.  Geologist  for 
oil  companies.  Went  on  own,  found- 
ed Tana  Oil  &  Gas  1972.  Stayed 
virtually  debt-free;  in  early  1980s 
bust:  "drilled  a  lot  of  wells  while  other 


Robert  Boisseau  Pamplin  Jr. 
and  family 

Textiles.  Lake  Oswego,  Ore.  53.  Mar- 
ried, 2  daughters.  Ordained  minister. 
Beat  cancer.  Eight  earned  degrees, 
including  2  doctorates.  Runs  R.B. 
Pamplin  Corp.  with  father,  Robert 
Sr.:  once  penniless,  rose  to  CEO  of 
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THEIR  TRACKING  SYSTEM. 


1 .  Listen  to  extensive  sales  pitch  from  shipping  guy  about 
tracking  system. 

2.  Buy  costly  computer  systfm  for  the  office. 

3.  Buy  costly  modems  for  computers. 

4.  Install  tracking  software\ 

5.  Arrange  training  session'for  all  employees. 


6.  Hire  temps  to  fill  in  while  employees  are  in  training  session. 

7.  Wonder  what  happens  if  computer  ever  goes  down. 

8.  Watch  helplessly  when  computer  goes  down. 

9.  Wonder  where  the  shipment  is  while  you  wait  for  the 
computer  to  come  back  i\p. 

10.  Listen  to  shipping  company  tell  you  there's  nothing 
they  can  do  about  your  cpmputer  problem. 


OUR  TRACKING  SYSTEM. 


1.  Dial  1-800-CALL-DHL,  afd  our  new  automated 
system  will  tell  you  exactly  where  your  shipment  is. 


11.  Savor  brief  happiness  wljen  computer  comes  back  up. 

12.  Lose  brief  happiness  whe\n  software  develops  a  glitch. 

13.  Plead  with  shipping  con\pany  to  come  back  and 
fix  glitch.  \ 

14.  Justify  unbudgeted  computer  expenditures  to  head 
bean  counter. 

15.  Discover  that  your  tracking  software's  been  deleted. 


16.  Silently  accuse  colleagues  of  deleting  software. 

17.  Call  shipping  company  to  track  your  shipment,  get 
put  on  endless  hold. 

18.  Curse  the  guy  who  invented  computers. 

19.  Get  a  call  from  the  boss  panting  to  talk  about  those 
extra  expenditures. 

20.  Update  your  resume.  J 


DHL  OR  ELSE. 


A  HOME  UNDERWRITER  SEES  32  DAYS  DISABILITY  DUE  TO  A  REPETITIVE  MOTION  INJURY 


AND  SEES  AN  INTEGRATED  WORKERS' 
COMP  PROGRAM  TO  CONTROL  COSTS. 

On-the-job  injury  is  an  unfortunate 
and  costly  reality  in  the  industrial 
workplace.  That's  why  our  underwrit- 
ers tailor  workers'  comp  programs 
to  integrate  loss  control  and  cost 
containment  measures.  Our  safety 
engineers  seek  to  mitigaie  risk, 


our  medical  case  management  pro- 
fessionals control  medical  expenses, 
and  our  rehabilitation  specialists  help 
injured  employees  return  to  work 
as  soon  as  possible.  Together  as  a 
team,  Home  Insurance  professionals 
protect  you  from  the  unexpected.  Ask 
your  broker  or  call  1-800-TEL-HOME. 
WE  SEE  RISK  BEFORE  RISK  SEES  YOU. 


BUSINESS  /*„ 


int  runpta  ruun  nununtu 

OVER  $600,000,000  __ 


Survivor 

David  Koch  (see 
p.  130)  lived 
through  a  1991 
USAir  crash  in  Los 
Angeles  that 
killed  34  people. 
Later  Koch 
learned  he  had 
prostate  cancer. 
He  lived  through 
that,  too,  with 
the  help  of  doctors 
at  New  York's 
Memorial  Sloan- 
Kettering.  To 
celebrate,  he 
has  thrown 
a  party, 
complete  with 
fireworks,  at  his 
Southampton 
home  the  last 
two  summers. 


Georgia-Pacific.  On  retirement  day 
bought  Portland,  Ore's  Ross  Island 
Sand  &  Gravel — base  for  today's 
$695  million  (sales)  company,  but 
later  division  (Mt.  Vernon  Mills)  now 
95%  of  sales.  Consumes  540,000 
bales  cotton  per  year — 5%  of  cotton 
used  in  U.S.  Has  made  $355  million 
capital  expenditures  in  past  6  years; 
heavy  depreciation.  Company  do- 
nates 10%  pretax  profit  to  charity. 
R.B.  Jr.  and  children  have  74%,  esti- 
mated worth  $700  million. 


ing  iron,  plastic  tubing;  made  then- 
new  cardiovascular  catheters.  Today 
private  Cook  Group  among  largest 
makers;  also  pacemakers,  syringes, 
etc.  New  coronary  stint  (used  in  sur- 
gery) likely  home  run.  Says  won't  sell. 
Of  potential  buyer:  "I  don't  have 
time  to  run  their  company  and  mine, 
too."  Active  in  community.  Estimat- 
ed over  $700  million;  he  denies. 


Donald  George  Fisher 
Doris  F.  Fisher 
and  family 

The  Gap.  SF.  Donald,  66;  wife  Doris, 
63.  Three  sons,  2  in  business.  After 
UC  Berkeley  1950  Don  began  as 
California  real  estate  developer.  After 
frustrated  attempt  to  exchange  ill- 
fitting  Levis,  conceived  jeans  store 
arranged  by  size.  With  wife,  opened 
first  Gap  1969  on  Ocean  Ave.  in  SF. 
Name  (allusion  to  the  generation 
gap)  and  merchandise  (records,  tapes, 


jeans)  fit  flower-power  countercul- 
tural  landscape.  Huge  selection  of 
denim  biggest  draw;  stopped  selling 
records  and  tapes  within  3  months. 
First  non-California  store  1972. 
Went  public  1976;  362  stores  nation- 
wide by  1978.  Acquired  Banana  Re- 
public (formerly  safari-style  clothing) 
1983.  Introduced  GapKids  1986,  Ba- 
byGap  1989.  Currently  1,426  stores 
worldwide.  Trying  new  bargain  stores 
called  Old  Navy,  larger  stores  in  strip 
shopping  centers:  same  kinds  of  mer- 
chandise as  the  Gap  but  lower  quality, 
lower  prices.  Gap  becoming  part  of 
Americana?  Recently  featured  in  hit 
film  Reality  Bites.  Don:  "I  still  haven't 
seen  that  movie.  I  know  they  did  a  lot 
of  shooting  in  the  store."  Son  John 
and  father  part  of  group  that  bought 
SF  (baseball)  Giants  from  Robert 
Lurie  (which  see).  All  3  brothers  Stan- 
ford M.B.A.s.  Donald  and  Doris' 
share  of  Gap  worth  over  $1 .4  billion. 
Sons'  share  near  $900  million. 


William  Ingraham  Koch 
Frederick  Robinson  Koch 

Brothers.  Inheritance.  Two  of  4  sons 
of  Fred  Koch  (d.  1967),  founder  I 
Koch    Industries,    $20-billion-plus  I  l 
(revenues)  oil  giant.  Bill:  Palm  Beach, 
Fla.  54.  Married,  1  child.  Family  feud  ' 
exploded  1981:  Bill  claimed  misman-  J 
agement,  stingy  dividends  by  Koch  ' 
Industries.  Brothers  Charles,  David 
(see  both)  controlled  firm,  bought  out  » 
Bill,  brother  Fred  1983  for  over  $1 
billion.  Bill's  net  share:  $470  million. 
Bill  had  already  moved  Koch  stake  ' 
into  Delaware  S  corporations.  Massa- 
chusetts  court  recently  ruled  no  capi- 
tal gains  taxes  apply;  Bill  got  biggest  » 
Massachusetts  tax  refund  ever  De- 
cember 1993  ($47.5  million).  Mid-  1 
1980s  Bill  founded  Oxbow  Group: 
trading  firm,  high-tech  and  medical  ' 
research,  real  estate,  energy,  etc.  Rev-  i 
enues  over  $1  billion.  Avid  wine,  art  J 
collector — Picasso,  Cezanne,  Miro.  it 
Engineering  background  helped  him 
skipper  for  San  Diego  Yacht  Club,  ti 
win  America's  Cup  1992:  spent  $68  « 
million  ($50  million  of  it  his  own  it 
money).  Next  time — 1995 — plans  to  u 
win  with  all-woman  team.  Net  worth 
may  exceed  $700  million:  not  bad  for  N 
self-described  former  "nerdy,  awk-  n 
ward  kid."  Fred:  60.  Single.  London  $ 
(Jean  Paul  Getty's  former  mansion),  ti 
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William  A.  Cook 

Medical  supplies.  Bloomington,  Ind. 
63.  Married,  1  son.  Ex-cabbie; 
Northwestern  1953;  five  years  as  hos- 
pital-supply salesman.  Quit  to  form 
own  hypodermic  needle  company. 
Hated  big-city  Chicago;  sold  compa- 
ny, packed  family  into  Corvair,  head- 
ed for  pastoral  Bloomington  1963. 
Spent  $1,500  on  blowtorch,  solder- 
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A  man  of  the  Americas 

David  Rockefeller  (see  p.  130)  has  long  promoted  economic  development  in  Latin 
America.  As  the  longtime  head  of  Chase  bank,  he  expanded  its  role  there.  Last  year 
he  lobbied  for  passage  of  Nafta.  He's  also  chairman  emeritus  of  the  Council  of  the 
Americas,  a  Washington,  D.C.-based  organization  that  promotes  economic  and 
cultural  understanding  among  businesses  in  North  and  South  America. 


Monaco,  NYC.  Attended  Harvard, 
Yale  Drama  School.  Avoids  press;  col- 
lects, restores  art.  Philanthropist: 
Morgan  Library  in  NYC,  Harvard  The- 
ater Collection;  nearly  $3  million 
building  Swan  Theatre  at  Stratford- 
on-Avon.  Net  worth  believed  over 
$500  million. 


Richard  E.  Rainwater 

Investments.  Fort  Worth.  50.  Di- 
vorced, remarried;  3  children.  Son  of 
middle-class  wholesaler.  Math,  phys- 
ics major  U.  of  Texas;  Stanford 
M.B.A.  Met  Sid  Bass  (which  see)  at 
Stanford,  joined  him  after  brief  Gold- 
man, Sachs  stint  to  manage  $50  mil- 
lion Bass  family  portfolio  1970.  Lost 
money  two  years:  "Mr.  Bass  Sr.  com- 
mented to  me  that  the  tuition  goes 
|way  up  after  college. ',  Earned  back 
tuition,  then  some:  huge  Disney  in- 
jvestment  1984.  Left  1986  to  run  own 
^investments:  health  care,  oil,  real  es- 
tate. Took  Crescent  REIT  public  1994 
with  Margaret  Hunt  Hill  (which  see). 
i With  kids,  9%  Texas  (baseball)  Rang- 
ers. At  least  $700  million  visible;  says 
$750  million  total.  "I  am  just  learning 
to  spend  it." 


Joseph  Dahr  Jamail  Jr. 

"Sore-back  lawyer."  Houston.  69. 
Married,  3  sons.  U.  of  Texas,  under- 
grad  and  law.  Started  in  D.A.'s  office; 
went  on  own.  Got  mildly  rich  with 
"sore-back"  cases;  big  rich  with  cele- 
brated 1987  Texaco- Pennzoil  case: 
estimated  $345  million  in  fees,  pre- 
tax. Now  accepts  1  in  300  cases.  Small 
staff:  5  associates,  no  partners  (Kolius 
of  firm  name  Jamail  &  Kolius  never  a 
partner);  reports  90%  of  firm's  gross 
goes  directly  to  him  (last  year:  $100 
million).  Represented  Continental 
and  Northwest  airlines  in  antitrust 
case  against  American;  first  case  lost  in 
28  years.  Professes  satisfaction  any- 
way: "I  think  the  jury  did  what  they 
had  to  do."  Didn't  hurt  his  net  worth, 
currently  estimated  over  $700 
million. 


Bernard  Marcus 
Arthur  Blank 

Cofounders  Home  Depot.  Marcus: 
Atlanta.  65.  Married,  3  children. 
Newark,  N.J.  native,  son  of  Russian 
immigrant.  Rutgers  U.  pharmacy  de- 
gree, tried  retailing  instead:  eventual- 
ly CEO  Handy  Dan  Home  Improve- 


ment Centers,  1972.  Blank:  Atlanta. 
51.  Divorced,  2  children.  Grew  up 
NYC's  Queens;  Babson  College  busi- 
ness degree;  rose  to  Handy  Dan  VP 
finance.  Pair  experimented  with  dis- 
counting. Fired  by  turnaround  artist 
Sanford  Sigoloff  1978.  Marcus: 
"That  was  a  lovely  day.  It  was  the  best 
thing  that  ever  happened,  no  ques- 
tion about  it."  With  another  fired 
Handy  Dan  executive  developed  idea 
of  Home  Depot:  focus  on  do-it-your- 
selfers. Built  hangar-size  stores,  of- 
fered service,  huge  selection,  cut-rate 
prices,  low  overhead.  Success.  Huge 
growth:  1  store  in  1979,  4  in  1980; 
today  some  310  stores  in  24  states, 
Canada.  Recently  announced  plans  to 
expand  into  Mexico.  Marcus,  chair- 
man, CEO,  spends  more  than  a  quarter 
of  time  visiting  stores  around  U.S. 
"Every  customer  has  to  be  treated  like 
your  mother,  father,  sister  or  broth- 
er." Estimated  worth:  $700  million. 
Blank,  president,  COO,  holds  shares 
worth  $380  million.  Sigoloff  did 
them  a  big  favor. 


John  R.  Stanley  ★ 

Gas.  Houston.  55.  Married,  4  chil- 
dren; 1  son  disowned.  Son  of  Mass. 
schoolteacher;  pumped  gas,  leased 
first  Gulf  station  while  still  student.  By 
mid-1970s  230  Gasland  outlets; 
bought  refinery  Good  Hope,  La.;  be- 
gan oil  drilling.  Hit  gas  instead:  Lare- 
do field  produced  250  billion  cu.  ft. 
by  1987.  Invested  in  ammonia  plant; 
ammonia  prices  plummeted;  Stanley 
bankrupt  1975.  Held  off  creditors 
until  1979  oil  shock;  paid  off,  bor- 
rowed $750  million  to  expand  refin- 
ery. Bankrupt  (again)  1983.  Sued 
creditors  to  block  liquidation;  out  of 
Chapter  11,  seeks  to  borrow  $800 
million  to  revamp  refinery.  Stanley 
worth  estimated  $700  million;  advice 
to  young  oil  and  gas  businessmen: 
"Play  it  conservatively." 


Eli  Broad 

Home  building,  financial  services.  LA. 
61.  Married,  2  children.  Cofounded 
Kaufman  &  Broad  with  Don  Kauf- 
man, built  first  homes  with  $25,000 
loan  from  in-laws  1957  (Kaufman 
died  in  plane  crash  1983 ).  Left  Michi- 
gan for  California.  Added  insurance 
to  hedge  real  estate  cycles;  in  1989 
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Emerging  market 

William  Wrigley's  (see  p.  128)  family's 
namesake  company  has  been  selling 
Doublemint  gum  in  China  since 
the  1930s.  But  only  in  April  of  last  year 
did  Chinese-made  gum  start  coming  off 
a  Wrigley  assembly  line  in  Guangdong 
province,  near  Hong  Kong.  The  80-person 
Wrigley  factory  reports  sales  have 
done  well.  It's  part  of  a  larger  push: 
In  1994,  for  the  first  time,  Wrigley's 
foreign  sales  may  equal  the  estimated 
$750  million  in  the  U.S. 


spun  off  home  builder,  built  thou- 
sands of  homes  for  baby  boomers; 
also  long  active  in  France.  Financial 
services  company  now  SunAmerica 
Inc.  Also  personally  developing  over 
3,500  acres  near  Sacramento.  Large 
contemporary  art  collection;  found- 
ing chairman  la's  Museum  of  Con- 
temporary Art;  dabbles  in  lbos.  Gave 
$20  million  to  Michigan  State;  busi- 
ness school  named  after  him.  Worth 
estimated  $690  million. 


Robert  Allen  Naify 
Marshall  Naify 

Brothers.  San  Francisco.  Movie  the- 
aters, cable  TV.  Sons  of  Lebanese  im- 
migrant who  opened  Atlantic  City 
movie  theater  1912;  founded  United 
California  Theaters  1920s.  Later  pur- 
chased 50%  stake  in  United  Artists 
Theater  Circuit;  pioneered  cable  tele- 
vision 1950s.  Robert  and  Marshall 
began  movie  business  as  ushers,  pro- 
jectionists in  father's  theaters.  As- 


sumed control  of  business  after  UCT- 
UATC  merger  1963.  Sister  sued  for 
mismanagement  1977.  Brothers  sold 
out  to  Tele-Communications,  Inc. 
(hi)  for  stock,  $150  million  cash 
1986.  Robert:  72.  Married,  6  chil- 
dren. TCI  director.  Described  as  reclu- 
sive. Stock  adds  up  to  $690  million. 
Marshall:  74.  Divorced,  3  children. 
Mostly  retired.  Invests  small  stakes  in 
stock  market,  racing  horses:  co-owner 
of  Bertrando,  Thoroughbred  colt 
that  won  $550,000  in  single  1993 
race.  Estimated  over  S400  million. 


Robert  N.  Miner 

Oracle  Corp.  SF.  50.  Married,  3  chil- 
dren. BA.  philosophy,  mathematics, 
U.  of  Illinois.  Attended  George 
Washington  University  Law  School; 
also  School  of  Engineering.  Honed 
programming  skills  at  Applied  Data 
Research  Corp.,  National  Institutes 
of  Health,  IBM's  Federal  Systems  Di- 
vision. Later  designed  minicomputer 
operating  system  for  Phillips.  Helped 
found  Oracle  1977  with  Lawrence 
Ellison  (which  see).  Responsible  for 
product  design,  development,  mar- 
keting. Retired  early  1994.  Ellison: 


Ask  About  A  Scudder  No-Fee  IRA! 


Latin  America  is  a  dynamic  opportunity 
for  aggressive  investors  like  meV 


In  Latin  America,  major  economic  and  political  changes  are  opening  new 
investment  opportunities.  If  you'd  like  to  be  part  of  them,  consider  Scudder 
Latin  America  Fund — the  nation's  first  pure  no-load™  fund  to  invest  in 
Latin  America.  Designed  for  aggressive  investors  who  seek  above -average 
Ik     growth  over  the  long  term,  the  Fund  also  involves  above-average  risk, 
«g     including  currency-exchange  and  share -price  fluctuation  and  emerging- 
m     market  volatility.  Helping  to  reduce  that  risk  is  the  extensive  Latin 
American  investing  experience  of  the  Fund's  adviser,  Scudder,  Stevens 
ck  Clark,  Inc.  Call  today  for  a  free  information  kit.* 


Scudder  Latin  America  Fund  s^yKBg£c 
1-800-225-2470  ext.7656 


Celebrating  75  years 
of  serving  investors 


A  2%  redemption  fee  is  payable  to  the  Fund  for  shares  held  less  than  one  year.  The  fee  may  be  modified.  "The  free  kit  includes  a  prospectus 
with  more  complete  information  on  management  fees  and  other  expenses.  Please  read  the  prospectus  carefully  before  you  invest  or  send  money. 


ussinfilna 


CENT  R  A 
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Take  a  boat  trip  down  Bangkok's  Chao  Phraya  River  -  the  mighty,  '  River  of  Kings  '  -  and  see  the  Grand  Palace, 
the  Royal  Barges,  and  the  Temple  of  Dawn  from  a  new  perspective. 


Visit  Ayutthaya,  the  ruins  of  the 
ancient  capital  city... 


the  Floating  Market,  one  of  the 

Kingdom's  most  colourful  sights... 


and  Nakhon  Pathom,  home  of  the 
world's  tallest  Buddhist  monument. 


And  explore  Phranakorn  Khiri  Palace, 

the  1  palace  in  the  sky  '  near  Hua  Hin... 


Lopburi,  famed  for  its  ancient 
Khmer  ruins 


and  the  famous  Bridge  over  the 
River  Kwai  in  Kanchanaburi  province. 


DISCOVER     the    TREASURES    of    a  KINGDOM 


Name: 


For  a  FREE  brochure  on  Thailand's  many  treasures,  fill  in  and  mail  this  coupon  to:  Tourism  Authority  of  Thailand, 
303  East  Wacker  Drive,  Suite  400,  Chicago,  IL.  60601,  or  5  World  Trade,  Suite  No.  3443,  New  York,  N.Y.  10048 
or  3440  Wilshire  Blvd.,  Suite  1100,  Los  Angeles,  CA  90010,  U.S.A. 

  Address:  


USA  /  FOR  /  CDC  109» 
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Adding  another 
$800  million 
To  finance  expan- 
sion into  China  by  mid- 
1995,  Richard  De- 
Vos  and  Jay  Van  Andel 
(see  p.  106)  took 
Amway  Asia 
Pacific  public  last 
December. 
Initially  offered  at 
$18,  it  has  traded  as 
high  as  46%  and  re- 
cently at  32%,  adding 
more  than  $800  mil- 
lion to  each  of  the 
Amway  founders' 
net  worth. 


"Bob's  <i  fantastic  guy.  I  It-  did  a  mag 
nificent  job  and  got  us  to  where  wc  arc 

today.  I  just  hope  I  can  do  as  good  a 
job  as  he  did."  Miner's  ( )raclc  shares 
recently  worth  $685  million. 


John  G.  Haas 

Rohm  &  I  laas  Co.  Villanova,  Pa.  76. 
Married,  5  children.  Father  Otto  (d. 
I960)  returned  to  Germany  from 
U.S.  1907  to  help  friend  Otto  Rohm 
exploit  new  tanning  process.  ( )pened 
U.S.  branch  1909.  Added  pesticides 
1929,    invented    Plexiglas  \<>M 
Rohm  portion  seized  WWII,  sold  to 
public  1948;  Haas  family  kept  con 
trol.  Major  growth  1950s.  Brother  F. 
Otto  took  over  after  lather's  retire 
menl  1959;  John  headed  human  re 
sources.  Diversification  into  libers, 
pharmaceuticals    unsuccessful;  re- 
turned to  traditional  products.  New 
preservatives  1970s;  1980s,  added 
paint,   paper   coalings,  electronics, 
chemicals.  Brothers  retired  1970s;  T. 

Otto  died  January,  his  shares  to  3 

sons.  John's  Stock  $680  million. 


Paul  Fireman 

Reebok.  New  ion,  Mass.  SO.  Married, 
3  children.  Family  had  camping, 
spoiling  goods  business.  In  1979 
Paul  spotted  obscure  British  Reebok 
running  shoes  al  trade  show;  became 
distributor.  Sales  all  of$  1 .5  million  by 
1981.  In  1982  introduced  world's 
first  aerobics  shoe  just  forwomen.  Big 
hit.  Bought  out  parent  1984.  Public 
1985.  Replaced  Nike  briefly  as  top 
sneaker  company  1986.  Today  24% 

worldw  ide  markei  share,  with  recent 

sales  $2.9  billion.  "We've  been  on  a 
course  for  the  lasi  two  years  to  re 
focus.  .  .  .  We've  now  taken  a  very 
strong  position  in  .  .  .  baseball,  foot 
ball,  soccer  and  other  cleated  sports 
worldwide."  Active  in  human  rights 
causes.  Estimated  over  $670  million. 


Daniel  James  Terra  and  family 

Lawter  International.  Northbrook, 
III.  83.  Widowed,  remarried;  1  son. 
Father  was  Italian  immigrant  lithog 
rapher;  Daniel  studied  chemical  engi- 
neering at  l'enn  State.  Sang  in  speak 
easies,  on  radio  through  Depression. 
Developed  high  speed  printing  pro- 
cess in  1936  for  magazines;  founded 


Lawter  1940  with  $2,500  loan.  Major 
collector  American  art:  Terra  Muse 
um  in  Chicago;  also  Muscc  Amen 
Cain,  Giverny,  Trance,  near  Monet's 
home.  Giverny  attendance  up;  Terra 
Museum's,  not.  Reagan's  national  fi 
nance  chairman  1980,  ambassador 
at  large  for  cultural  affairs.  IRS  claims 
of  misuse  of  foundation  funds,  paint 
ingS  recently  dropped.  Terra  "really 
tools  around"  in  Chevy  Lumina. 
Estimated  net  worth  around  $660 
million. 


Carl  Henry  Lindner  Jr.  and  family 

Insurance,     banking,  investments. 
Cincinnati.  75.  Married,  3  sons  in 
business.  I  I iu,h  school  dropout  at  14 
to  help  family  dairy  business  in  De- 
pression.  Opened   ice  cream  store 
1940  with  brothers,  $1,200.  Built 
220  store    United    Dairy  Tanners 
chain.    Began    American  Financial 
Corp.  with  small  s&i   1959;  added 
insurance  1971.  Midas  touch  invest 
ing  in  troubled^  unwanted  Tu  nis;  also 
greenmail.  afc  portfolio  up  sixtyfold 
196]  80;  private  1981  for  $340  mil 
lion.  Some  recent  investments,  e.g.. 
Mission  Insurance,  Circle  K,Chiquita 
Brands,  not  so  hoi .  (  ai  l,  sons  run  Vi  c  : 
big  salaries,  bonuses.  (  ai  l,  strict  Bap 
tist ,  considered  one  of  largest  c<  >ntrib 
mors  to  Jewish  Welfare  Fund.  Esti 
mated  $660  million  or  mote. 


Teresa  F.  Heinz 

Inheritance.  Fox  Chapel,  Pa.;  Wash- 
ington, D.C.  56.  Widowed,  3  chil- 
dren. Born,  raised  Mozambique, 
daughter  of  Portuguese  doctor.  U.  of 
Witw  atersrand,  Johannesburg;  Gene- 
va (Switz.)  Interpreters  School;  fluent 
5  languages.  Married  1966  to  heir 
I  Ieinz  soup,  ketchup,  etc.  fortune 
founded  by  great  grandfather  H.J. 
Heinz  1896.  Husband,  U.S.  Senator 
Henry  John  Heinz  III  ( R.-Pa.),  died 
in  plane  crash  1991.  Teresa  pro- 
choice,  environmentalist;  heads 
Howard  Heinz  Endowment,  Heinz 
Family  Foundation.  Gave  $2,500  to 
Senator  Bob  Packwood  legal  defense 
fund.  Created  Heinz  Award  late  1993 
in  husband's  memory  for  5  "lifetime 
achievers"  annually.  I  Ieinz  shares  re- 
cently  worth  $655  million. 


Jerome  Spiegel  Kohlberg  Jr. 

LBOS.  Mt.  Kisco,  N.Y.  69.  Married,  4 
children.  New  York-born  lawyer, 
I  [aryard  M.B.A.  Left  Bear,  Stearns  to 
found  KKR  with  proteges  Kravis,  Rob- 
erts (which  see).  Perfected  art  of  buy- 
ing undervalued  companies,  slashing 
costs,  motivating  managers  with  eq- 
uity, multiplying  value.  First  Big 
Board  buyout:  Houdaille  Industries 
$370  million  1984;  first  $1  billion 
(.leal:  Wometco  1984.  Many,  many 
more.  KKR  "patriarch"  left  1987;  op- 
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posed  sky-high  prices,  hostile  take- 
overs. "I'll  stick  to  deals  where  reason 
prevails."  Started  lbo  firm  1987  with 
son  James,  who  now  runs  it.  Still  in 
some  KKR  deals;  no  love  lost:  major 
source  for  anti-KKR  book,  The  Money 
Machine.  Estimated  $650  million. 


James  Martin  Moran 

Toyotas.  Hillsboro  Beach,  Fla.  76. 
Widowed,  remarried;  3  children, 
daughter  in  business.  Pumped  gas  full 
time  for  25  cents/hour,  age  14.  Wan- 
gled own  gas  station,  used  car  dealer- 
ship, then  Hudson  franchise.  Then 
Ford.  Own  early-TV  spokesman — the 
"Courtesy  Man,"  local  Chicago  idol. 
Cancer  diagnosis  1966,  went  to  Flori- 
da. Remission.  Acquired  regional  dis- 
tributorship (Southeast  Toyota  Dis- 
tributors) 1968.  Built  to  world's  larg- 
est independent:  150,000  cars/year. 
Tax  evasion  conviction  1984;  charges 
of  strong-arming  dealers  brought 
many  lawsuits:  $140  million  settle- 
ments. U.S.  Toyota  execs  reportedly 
want  him  out,  Japan's  don't:  contract 
renewed  ahead  of  schedule  1993.  Af- 
ter legal  bills,  estimated  $650  million 
or  more. 


Charles  Gassius  Gates  Jr. 
and  family 

Gates  Corp.  Denver.  73.  Married,  2 
children.  Charles  Sr.  lured  west  by 
gold  strike;  bought  tire  cover  business 
1911;  brother  invented  V-belt  1917, 


became  leading  producer.  Jr.:  Stan- 
ford grad,  engineer,  inherited  1961, 
with  4  sisters.  Diversified;  bought  ail- 
ing Learjet  Inc.  1967  turned  around, 
sold  all  1987.  Industrial  hoses,  belts, 
etc.  most  of  $1 .3  billion  sales.  Invest- 
ed dirt  cheap  in  Hamilton  Oil;  1991 
merger  gave  $100  million  stock;  since 
looking  for  oil  and  gas  properties; 
bought  $70  million  assets  from  Arco 
1993.  Failed  bid  for  Pirelli  1993. 
Denver  real  estate,  150,000-acre 
ranch,  700  acres  Colorado  Springs. 
Active  Denver  Museum  of  Natural 
History.  Estimated  $645  million. 


Walter  A.  Haas  Jr. 
Robert  D.  Haas 
Peter  E.  Haas  Jr. 
Josephine  B.  Haas 
Rhoda  H.  Goldman 
Daniel  E.  Koshland  Jr.  * 
Frances  K.  Geballe  * 
and  families 

Blue  jeans.  SF.  Lured  from  Bavaria  by 
California  gold  rush,  Levi  Strauss  sold 
pants  made  of  tent  canvas  to  49ers, 
according  to  company  lore;  patented 
copper  riveting  of  clothing  1873, 
prospered.  Died  bachelor  1902.  Wal- 
ter Haas  Sr.  (d.  1979)  married 
Strauss'  grandniece,  ran  Levi  Strauss 
&  Co.  1928-55.  Walter  Jr.:  78.  Mar- 
ried, 3  children.  Took  company  pub- 
lic 1971.  Bought  Oakland  (baseball) 
A's  1980.  Retired  1981,  still  active 
director.  Estimated  $490  million. 
Walter's  son  Robert:  52.  Married,  1 


Six  more  years 

Just  over  a  year  ago,  James  Moran's 
future  with  Toyota  seemed  in  doubt.  His 
exclusive  contract  with  the  Japanese 
carmaker  to  distribute  in  five  states  was 
up  for  renewal  in  1994,  and  his  4  years 
of  bruising  legal  battles  with  dealers  fed 
speculation  that  Moran's  25-year  rela- 
tionship with  Toyota  was  drawing  to  a 
close.  But  in  July  1993,  in  a  surprise 
move,  Toyota  renewed  Moran's  deal 
more  than  a  year  early.  A  major  vote  of 
confidence  in  the  "Courtesy  Man"? 


daughter.  Peace  Corps,  Africa  1964- 
66.  Harvard  M.B.A.  1968.  Took 
company  private  in  $1.6  billion  LBO; 
now  chairman,  ceo  world's  largest 
apparel  firm.  Newer  brand,  Dockers 
(started  1986),  has  sales  over  $1  bil- 
lion. Haas  now  redesigning  Levi's  37 
U.S.  factories — team  manufacturing: 
workers  sew  whole  garment,  not  just 
one  piece.  Aim:  cut  time,  inventory; 
replenish  store  shelves  in  72  hours, 
not  3  weeks.  Also  pushing  "diversity" 
in  company,  executive  hierarchy  of 
ethnicity,  background,  etc.  Robert's 
8%  of  company  estimated  over  $470 
million.  Josephine  Haas:  late  60s.  Pe- 
ter Sr.'s  (which  see)  ex-wife  has  share 
worth  over  $640  million.  Their  son 
Peter  E.  Jr.:  46.  Company  director, 
approximately  $485  million.  Rhoda 
Haas  Goldman:  70.  Married,  3  chil- 
dren, 1  deceased.  Sister  of  Walter  Jr., 
Peter  Sr.  Company  director;  with 
husband  established  Goldman  Envi- 
ronmental Prize.  Her  share  estimated 
$420  million.  Daniel  E.  Koshland  Jr., 
Frances  K.  (Sissy)  Geballe:  brother 
and  sister,  children  of  Daniel  Kosh- 
land Sr.  (who  was  cousin  to  Walter 
Sr.).  Dan  Jr.  and  Sissy  each  have 
shares  worth  over  $310  million. 


Charles  B.  Johnson 
Rupert  H.  Johnson  Jr. 

Half  brothers.  Franklin  Resources, 
Inc.  Charles:  Hillsborough,  Calif.  61. 
Married,  6  children.  Yale  1954,  Army 
1955-57.  Took  over  father's  money 
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Wm  It  Never  Profits 
To  Rely  On  First  Impressions. 


Always  take  another  glance.  And  always  with  an  open  mind.  In  some  cases,  it  can  save  your  neck;  in  others, 
it  merely  makes  you  rich.  Too  bad  you  can't  hear  it  from  a  certain  fellow  who,  in  1818,  was  drilling  for  salt  at 
.  the  mouth  of  Kentucky's  Troublesome  Creek  —  and  inadvertently  struck  oil  instead.  Of  course,  he  had  no 
idea  what  he  had  found,  or  what  one  might  do  with  it.  He  worked  feverishly  to  plug  the  thing  up  with  sand. 
Despite  his  efforts,  the  oil  fi\ >>  "   ■  '  - .  ,  ~\\    11 11 1 1  1 1 ^vk  .md  then  into  the  river,  where 

it  ignited.  A  tremendous  conflagration    *«*-:":''^^3^B^k5^^^g^Sfcfchl      ensued,  and  it  destroyed  Ins -.alt 
works.  The  man  cursed  wildly  at  this  stuff  heW 

Today,  you  might  want  to  review  your  company's  transportation  department  with  the  above  story  in  mind. 
Until  recently,  it  was  a  place  in  your  company  with  no  inherent  value.  Shuttling  products  here  and  there.  And 
noted  most  often  for  how  much  it  contributed  to  overhead.  But  now,  corporate  America  is  learning  that  transpor- 
tation can  offer  enduring  competitive  advantages. 

That  explains  why,  for  several  years  now,  intermodal  traffic  has  grown  to  record-breaking  levels  even  in 
a  flat  economy.  And  this  year,  we  expect  more  of  the  same.  We're  the  only  transportation  company  in  the  country 
with  truck,  rail,  and  terminal  operations  stretching  across  all  of  North  America.  And  with  the  efficiency  this 
system  creates,  companies  that  work  with  us  are  getting  products  on  the  shelf  at  lower  prices.  Others  are  taking 
higher  profits.  Intermodal  transportation  is  shielding  them  from  escalating  fuel  costs,  driver  shortages,  and  capacity 
problems.  As  well  as  increasingly  strict  and  expensive  environmental  regulations.  In  short,  the  old  cost  center  is 
proving  it  can  be  a  new  profit  center. 

Perhaps  these  ideas  are  already  rumbling  around  in  your  company.  If  so,  not  only  are  you  a  leader  —  but  you 
probably  employ  quite  a  few  of  them  as  well.  And  for  those  of  you  who  aren't  sure  if  you  have  devil's  tar  or  oil? 
Know  that  it's  well  worth  your  time  to  find  out.  We're  eager  to  talk  with  you,  and  we  encourage  you  to  call  us  at 
1-800-279-6779.  Because  the  truth  is,  a  second  look  never  hurt  anyone. 

©1994  CSX  Intermodal.  Pan  of  the  CSX  global  transportation  network. 
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Toshiba  Sharpens 
the  Focus  on  Service. 


By  Richard  A.  Rabicof  f 

Electronics  industry  experts  predict 
that  in  just  a  few  years  TV  will  bring 
viewers  a  picture  quality  as  clear 
and  sharp  as  seen  at  your  local 
movie  theater.  This  innovative  "high- 
definition"  technology  will  certainly 
make  for  a  richer  viewing  experience. 

Toshiba  America  Consumer 
Products  —  a  leading  maker  of  color 
TVs  and  VCRs  —  is  tuned  in  to  this 
emerging  technology,  and  as  they 
gear  up  to  bring  advanced  systems 
into  our  future,  they  are  sharply 
focused  on  providing  high-definition 
service  to  retailers  nationwide. 
Toshiba  knows  that  to  achieve  this 
goal,  an  effective  transportation  strat- 
egy is  essential  —  that's  why  they've 
joined  forces  with  CSX  Intermodal. 

"CSX  Intermodal  has  the  skill 
and  resources  to  help  us  meet  the 
unique  needs  of  our  retailers,"  says 
Tom  Goodman,  Toshiba's  Director 
of  Distribution.  "We  face  crunch 
time  the  last  week  of  every  month, 
when  over  75 
percent  of  our 
shipments  have 
to  reach  retailers 
for  peak  consumer 


buying  cycles. 
Thanks  to  CSX 
Intermodal, 
we're  on  target 
every  time." 

The  partnership's  impressive 
track  record  reflects  a  focus  on  mar- 
keting and  logistics.  Toshiba  and  CSX 
Intermodal  work  closely  to  map  out  a 
game  plan  that  maximizes  customer 
service.  Toshiba's  predictable  distri- 
bution cycle  enables  CSX  Intermodal 
to  forecast  precisely  what  level  of  rail 
and  motor  carrier  resources  will  be 
required,  six  months  in  advance. 

While  a  disciplined  game  plan  is 
critical,  the  execution  of  that  plan 
is  just  as  important.  Goodman  says, 
"Because  of  our  careful  planning  and 
CSX  Intermodal's  reliability,  we 
have  never  failed  to  make  a  delivery. 
In  addition  to  meeting  the  just-in- 
time  standard,  they  provide  damage- 
free  service,  which  is  essential  for  the 
products  we  manufacture." 

For  CSX  Intermodal,  Toshiba 
is  a  model  business  partner.  The 
company  commits  to  shipping  1,000 
container  and  trailer  loads  a  year  — 
twice   the  national  average  for 


u 


intermodal  transport.  This  substan 
tial  volume  allows  CSX  Intermoda 
to  effectively  utilize  its  equipmen 
on  a  continuous  basis.  In  addition 
Toshiba's  Nashville  warehouse  em  | 
ploys  computerized  technologie 
that  process  and  load  shipments  ii 
record  time.  This  helps  CS/ 
Intermodal  expedite  delivery  on  it 
route  from  Nashville  to  California. 

"A  key  to  the  success  of  our  part 
nership  is  strong  communicatior 


I 
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ach  side  understands  the  other's 
usiness,"  says  Ronald  T.  Sorrow, 
enior  Vice  President  at  CSX 
itermodal.  "The  commitment  to  the 
?lationship  extends  throughout  the 
ntire  organization.  Both  companies 
'ork  together  not  only  to  solve 
roblems,  but  to  prevent  them." 

How  does  this  partnership 
npact  the  bottom  line?  Goodman 
!els  that  over  the  past  few  years, 
SX  Intermodal  has  contributed  to 


Toshiba's  15  percent  sales  growth. 
Nearly  one  in  five  shipments  travels 
via  CSX  Intermodal,  and  that 
percentage  is  likely  to  increase. 
"Our  goal  is  to  increase  sales  by  one- 
third  over  the  next  three  years,  with 
a  strong  emphasis  on  exports  to  both 
Latin  and  South  America,"  says 
Goodman.  "CSX  Intermodal,  backed 
by  the  global  transportation  network 
of  its  parent  CSX  Corporation,  is 
integral  to  that  strategy." 


Sorrow  also  envisions  further 
growth  of  this  relationship.  "Toshiba 
is  a  dynamic  company,  keenly  sensi- 
tive to  their  customers,  and  knowl- 
edgeable about  the  value  of  trans- 
portation to  their  overall  business 
strategy.  We  are  proud  to  be  a  part  of 
Toshiba's  success  and 
look  forward  to  shared 
business  growth  for 
many  years  to 
come."  B 


inc  runDCO  ruun  nununcu 


OVER  $600,000,000 


Homebody 
Leona  Helms- 
ley,  74  (see  p. 
129),  was  a  free 
woman  last  Janu- 
ary, 21  months 
after  her  convic- 
tion for  tax  eva- 
sion. Harry  and 
Leona  are  cur- 
rently staying  at 
their  20-plus- 
room  Greenwich, 
Conn,  mansion-- 
Dunnellen 
Hall— where 
Leona  cares  for 
the  ailing  Harry. 


management  company,  Franklin  Dis- 
tributors, $2  million  in  assets;  built 
up.  The  new  Franklin  Resources  went 
public  1971.  Bludgeoned  by  1973- 
74  stock  market  crash,  but  business 
flourished  1980s.  Reaped  success 
from  designing  mutual  funds  for  spe- 
cific markets:  gold  stocks,  tax-free 
municipals,  government  securities. 
Used  San  Francisco  49ers  quarter- 
back Joe  Montana  in  1991  ads;  now 
using  company's  namesake,  Ben, 
American  patron  saint  of  wisdom  and 
thrift.  Acquired  Templeton,  Gal- 
braith  &  Hansberger,  parent  compa- 
ny for  Sir  John  Templeton's  fund 
family,  for  $913  million  1992;  deal 
negotiated  by  son  Chuck,  38.  Assets 
under  management  over  $115  bil- 
lion. Now  active  on  Pacific  Rim,  in 
U.K.,  Canada;  stepping-stones  to 
global  market.  Charles'  stock  recently 
$640  million.  Rupert:  Hillsborough, 
Calif.  54.  Married.  Washington  and 
Lee  U.  1961;  joined  Franklin  after 
Marine  Corps  stint  1965.  Now  execu- 
tive VP,  oversees  company's  invest- 
ments. Stock  recently  $500  million. 


Henry  Earl  Singleton 

Teledyne.  Beverly  Hills.  77.  Married, 
5  children.  Son  of  Texas  rancher;  as  a 
child,  dreamed  of  building  company. 
Annapolis;  Sc.D.  at  MIT  1950.  Started 
Teledyne  with  Litton  colleague 
George  Kozmetzky  in  1960s  with 


$450,000;  financed  by  early  technol- 
ogy financier  Arthur  Rock.  Expanded 
by  acquiring  businesses  with  steady 
cash  flows.  Early  proponent  of  buying 
own  shares  to  boost  stock  perfor- 
mance. Later  created  Argonaut  (in- 
surance), American  Ecology  (envi- 
ronmental cleanup),  Unitrin  (insur- 
ance). Also  strong  operational  and 
financial  manager.  Retired  from  daily 
operations  at  Teledyne  in  1989;  con- 
tinued involvement  in  Unitrin  and 
Argonaut.  Teledyne,  other  assets  re- 
cently hovering  around  $630  million. 


Leonard  Samuel  Skaggs  Jr. 

American  Stores  Co.  Salt  Lake  City. 
71.  Married,  4  children.  Baptist  min- 
ister grandfather  started  Skaggs  Cash 
Stores  to  raise  money  for  his  Idaho 
congregation  1915.  His  6  sons  took 
over,  later  became  Safeway,  Inc.,  early 
grocery  chain.  In  1939  Leonard's  fa- 
ther acquired  Payless  Drug  Stores  in 
Utah.  Leonard  took  over  1950,  age 
26.  Formed  partnership  1969  with 
Joseph  Albertson  (which  see)  to  devel- 
op idea  of  combined  drug/grocery 
store.  In  1977  amicable  split;  each 
took  29  stores.  Renamed  company  to 
American  Stores  after  takeover  1979. 
Took  over  Jewel  Cos.  1984;  Lucky 
Stores  1988.  Today  1,695  stores  in 
27  states.  Publicity  averse.  His  shares 
and  proceeds  of  stock  srdes  recently 
worth  $630  million. 


Clemmie  Dixon  Spangler  Jr. 
and  family 

Investments.  Chapel  Hill,  N.C.  62. 
Married,  2  daughters.  U.  of  North 
Carolina;  Harvard  M.B.A.  1956.  Fa- 
ther left  farm,  started  construction 
company;  built  motels,  helped  found 
bank  that  foundered.  "Dick"  Jr. 
helped  restore;  bought  out  by  ncnb 
1982.  Bought  more  NCNB  shares: 
now  NationsBank,  owns  over  8  mil- 
lion shares;  wife  a  director.  Developed 
Golden  Eagle  motels,  later  sold. 
Bought  2  million  rjr  shares  before 
1989  kkr  buyout.  Chairman  N.C. 
State  Board  of  Education,  1982-86. 
Since  1986  president  U.  of  North 
Carolina:  "Best  job  in  North  Caroli- 
na." Repairs  antique  grandfather 
clocks;  backpacks  summers  in  Rocky 
Mountains.  Stock,  etc.  recently  worth 
$615  million. 


Robert  Earl  Holding  ★ 

Refining,  gas  stations,  real  estate.  Salt 
Lake  City,  Cheyenne,  Wyo.  67.  Mar- 
ried, 3  children.  Mormon  parents  lost 
everything  in  '29  Crash;  "We  were 
very  poor."  Air  Force;  U.  of  Utah 
1951.  Manager  moneylosing  motel- 
gas  station  in  isolated  Little  America, 
Wyo.  1952.  Built  up,  bought  out 
other  owners.  Added  dozens  of 
pumps,  advertised  as  largest  gas  sta- 
tion in  world.  Built  chain.  In  1968 
borrowed  to  buy  small  refinery  Cas- 
per, Wyo.;  in  1976,  mortgaged  to  buy 
Sinclair  Oil  assets  western  U.S.:  refin- 
ery, distribution,  gas  stations.  Bought 
Sun  Valley  resort  for  $12  million 
1977;  doing  $30  million  overhaul. 
Largest  landowner  Salt  Lake  City  out- 
side Mormon  Church,  also  450,000 
ranch  acres  Montana,  Wyoming.  Esti- 
mated some  $600  million. 


Herbert  Allen 
Herbert  Anthony  Allen 
and  families 

Stock  market,  real  estate.  NYC.  Her- 
bert: 86.  Widowed,  remarried;  2  chil- 
dren. Herb's  son  Herbert  A.:  53. 
Divorced,  remarried;  4  children. 
Herb  Sr.'s  brother  Charlie  Allen  con- 
sidered among  sawiest  investors  of  all 
time.  Raised  in  Manhattan  tenement, 
high  school  dropout.  Wall  Street  run- 
ner age  15;  age  19,  with  2  phones  and 
$1,000,  started  bond  trading.  Her- 
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bert  joined  1928.  Pair  made,  lost  first 
million  within  year.  Herb's  shrewd 
trading  kept  firm  alive  during  Depres- 
sion. Since  1930s  phenomenal  record 
buying  into  small,  risky,  cheap  ven- 
tures. Charlie's  most  famous  coup:  $1 
million  into  Syntex  late  1950s;  re- 
cently worth  close  to  $300  million. 
Invested  heavily  with  big  real  estate 
developers:  A.A.  Taubman,  nyc's 
Bernard  Mendick,  Chicago's  Arthur 
RublolF;  most  holdings  sold.  Herbert 
A.  joined  1962.  Against  elders'  advice 
bought  6.7%  Columbia  Pictures  for 
$2.4  million  1973,  made  $40  million 
selling  part  to  Coca-Cola  1982,  $70 
million  selling  rest  to  Sony  1989.  A 
Coca-Cola  director,  holds  shares  cur- 
rendy  worth  $190  million.  Family 
company  Alien  &  Co.  now  big-time 
deal  adviser  in  entertainment  world 
(represented  qvc  in  bid  for  Para- 
mount). Stakes  in  over  150  compa- 
nies, many  of  them  startups.  One 
example:  new  movie  studio  Savoy  Pic- 
tures Entertainment,  run  by  former 
Columbia  execs.  Charlie  died  July, 
age  91.  Family  highly  secretive. 
Shared  fortune,  among  Herb,  Herb 
A.,  other  survivors  of  Charles  Allen, 
estimated  well  over  $1.2  billion. 


Jackson  Thomas  Stephens 
and  family 

Investment  banking,  gas.  Little  Rock, 
Ark.  71.  Twice  divorced,  2  children. 
He,  late  brother  Witt  Stephens  (d. 
1991 )  sons  of  Democratic  power  bro- 
ker, grew  up  on  farm;  built  Stephens 
Inc.  into  one  of  largest  investment 
houses  off  Wall  Street:  underwrote 
Wal-Mart  1970;  helped  Tyson  Foods' 
Holly  Farms  1989  takeover.  Bought 
control  Donrey  Media  1993.  Large 
stock  holdings:  Worthen  Banking  et 
al.  Also  real  estate,  oil  and  gas.  Jack, 
Ark.  political  kingpin,  now  friend  of 
Bill  Clinton,  but  Stephens  remains  a 
conservative.  Has  been  a  big  giver  to 
Republican  party.  Worthen  Bank  lent 
$2.7  million  to  Clinton  presidential 
campaign.  Son  Warren,  37,  chief  ex- 
ecutive officer.  Jack  and  family  share 
fortune  with  Witt's  heirs  estimated 
over  $1.2  billion. 


Steven  Allen  Spielberg 

Movies.  Pacific  Palisades,  Calif.;  East 
Hampton,  N.Y.  46.  Divorced  actress 
Amy  Irving  (reported  $92  million 
settlement)  1989,  remarried  to  ac- 
tress Kate  Capshaw.  Five  children. 


Raised  Scottsdale,  Ariz.,  ran  kiddie 
theater  in  living  room.  At  20  directed 
TV  shows.  Ja ws  1975 .  Then  Raiders  of 
the  Lost  Ark,  etc.  E.T.  earned  $70 
million  just  from  video.  As  Amblin 
Entertainment:  movies  (Back  to  the 
Future,  The  Flintstones) ,  cartoons 
(Animaniacs,  Tiny  Toons),  TV  shows, 
merchandising.  Gets  Hollywood's 
best  deal:  no  salary,  revenue  cut,  half 
the  profits.  Oscar- winner  Schindler's 
List  earnings  all  to  charity.  Box  office 
tyrannosaur  Jurassic  Park  made  him 
over  $250  million.  Total  net  worth 
over  $600  million. 


Franklin  Parsons  Perdue 

Chickens.  Salisbury,  Md.  74.  Twice 
divorced,  remarried;  4  children  from 
first  marriage.  Grew  up  on  father's 
egg  farm,  dreamed  of  big-league 
baseball  career.  Salisbury  State  U.; 
dropped  out;  back  to  farm  1940. 
Chickens  paid  off:  demand  skyrocket- 
ed 70s  and  80s.  Added  feed,  process- 
ing: one  of  first  integrated  chicken 
companies.  Then  the  big  difference: 
first  to  use  brand  name  on  commodity 
product — "It  takes  a  tough  man  to 
make   a   tender  chicken."  Tough 


Q/^kcr  arriving 

in  Hong  Kong 

with  a  body  clock 
still  firmly  set  on 


New  York  time,  isn't  it  wonderful 
to  unwind  in  the  warmth  of  Mandarin  Oriental 


Mandarin  Oriental:  5  Conpaught  Road  Central,  Hong  Kong  Telephone:  52201 1 1  Facsimile:  8106190  'ThifJpadinfi1o<elsofth(fW6rld 
Bangkok  •  Hong  Kong  'Jakarta  •  London  •  Macau  •  Manila  •  Mexico  City  (1995)  San  Francisco  •  Singapore  •  Surabaya  (1995) 

Koh  Samui  •  Phuket  •  The  Excelsior,  Hong  Kong 
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Menage  a  trois 

Ron  Perelman  (see  p.  107),  who  is  richer  than  both  of  them,  made  himself  a  big 
swing  factor  this  year  between  two  other  billionaire  Four  Hundred  members — 
Laurence  Tisch  and  Rupert  Murdoch.  In  May  Murdoch  agreed  to  pump  $500  million 
into  Perelman's  New  World  Communications  Group  and,  in  exchange,  Perelman  is 
switching  12  of  his  TV  affiliates  from  Tisch's  CBS  network  to  Murdoch's  Fox. 
Coincidence  or  not,  Tisch  could  be  looking  for  the  exit  with  his  CBS  shares. 


enough  to  meet  nyc  godfather  Paul 
Castellano  on  quashing  union  orga- 
nizers 1980.  Perdue  now  fourth-larg- 
est in  U.S.  ($1.5  billion  sales  fiscal 
year  1994);  son  James  runs  company, 
recently  first  TV  spot  with  Dad. 
Frank's  90%  estimated  $600  million. 


Cordelia  Scaife  May 

Inheritance.  Ligonier,  Pa.  66.  Di- 
vorced, widowed;  no  children.  Great- 
granddaughter  of  Judge  Thomas 
Mellon  (see  Mellon  family).  Brief  mar- 
riage 1950.  Wed  longtime  friend, 
Pittsburgh  D.A.  Robert  Duggan, 
1973.  Duggan  died  of  gunshot 
wound  during  corruption  investiga- 
tion 1974.  Cordelia,  right-wing 
brother  Richard  Mellon  Scaife  (which 
see)  haven't  spoken  since.  Endowed 
Laurel  Foundation  1951,  supports 
environmental,  educational  causes. 
Also  continued  family  tradition  (Mel- 
lon fortune  built  on  venture  capital) 
of  funding  emerging  companies,  in- 
vests via  Roldiva,  Inc.,  named  after 
Cordelia's  favorite  horse.  Lives  mod- 
estly, privately.  Fortune  (mostly  in 
trusts)  estimated  over  $600  million. 
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Fayez  Shalaby  Sarofim 

Money  manager.  Houston.  65.  Di- 
vorced, remarried;  5  children.  Egyp- 
tian-born son  of  wealthy  landowner. 
Harvard  biz  school;  naturalized 
1961.  Anderson  Clayton  1951,  ad- 
vised pension  funds.  Launched  own 
company  1958  with  $100,000  from 
father.  "The  Sphinx"  had  early  coup: 
landed  Rice  U.'s  massive  endowment; 
early  investor  Teledyne,  Intel.  Very 
conservative,  long-term  strategist. 
Raging  bull:  thinks  DJIA  could  hit 
10,000  by  2000;  $2  billion  bond 
portfolio.  Favors  brand  name  fran- 
chises: P&G,  Coca-Cola,  Philip  Mor- 
ris. Fund  lost  estimated  $475  million 
"Marlboro  Friday,"  1992,  when 
company  cut  cigarette  prices. 
Through  tough  market,  consumer 
product  stocks  rising,  Fayez  now  esti- 
mated more  than  $600  million. 


Nelson  Peltz 

LBOs.  Bedford,  N.Y.;  Palm  Beach,  Fla. 
52.  Divorced,  remarried;  7  children. 
Wharton  dropout.  Built  up  family 
food  distributor,  sold  1978.  With 
partner  Peter  May,  via  friend  Saul 


Steinberg,  met  Michael  Milken  (see 
Steinberg,  Milken)  1979,  built  empire 
on  junk  debt:  gained  control  Triangle 
Industries  1983;  National  Can  1985; 
chemicals,  American  Can  1986.  Sold 
Triangle  1988  to  France's  Pechiney 
S.A.  for  $834  million  profit.  Not  as 
successful  after:  put  $100  million 
1989  into  U.K.'s  Montleigh  Group 
(real  estate);  lost  all  when  firm  col- 
lapsed. He  and  May  invested  $80 
million  to  acquire  25%  Posner's  DWG 
1993,  now  called  Triarc  Cos.  Also 
partner  Hollywood  Inc.,  Florida  real 
estate  firm.  If  no  other  big  losses, 
estimated  $600  million  or  more. 


Alan  Gerry 

Cable  TV.  Liberty,  N.Y.  65.  Married, 
3  children.  Joined  Marines  at  17;  then 
electronics  school;  early  student  of  TV 
1949.  Put  up  TV  towers  in  Liberty 
1956:  "Just  trying  to  get  a  good 
picture  on  the  three  networks."  Had 
2,000  cable  subscribers  1970, 52,000 
1980;  saw  room  for  more,  much 
more;  plunged  for  growth.  After  ac- 
quisition binge  his  Cablevision  Indus- 
tries over  1  million  subs  in  18  states, 
major  markets  (Philadelphia,  LA, 
etc.);  other  Gerry  systems  231,000. 
Committed  $35  million  to  a  partner- 
ship with  Kohlberg  Kravis  Roberts  to 
buy  400,000  subs;  so  far  have  65,000. 
His  96%-owned  Cablevision,  other 
systems,  net  of  heavy  leverage,  esti- 
mated over  $600  million. 


Betsey  Gushing  Roosevelt  Whitney 

Inheritance.  Long  Island,  N.Y.  86. 
Divorced,  widowed;  2  children  by 
first  marriage.  Daughter  of  pioneer- 
ing brain  surgeon  Harvey  Cushing. 
One  of  the  famous  "Cushing  sisters," 
married  James  Roosevelt,  fdr's  eldest 
son;  became  White  House  hostess. 
Divorced  1940.  Remarried  1942,  to 
John  Hay  ( Jock)  Whitney,  heir  to  vast 
family  fortune  (oil,  tobacco,  etc.). 
Jock  (d.  1982)  not  idle  wealthy;  in-  i 
vestments  included  venture  capital, 
media  (N.Y.  Herald  Tribune,  Inter- 
national Herald  Tribune,  TV  and  ra- 
dio stations).  Betsey  inherited  almost 
all,  including  large  art  collection  ap- 
praised over  $200  million.  Media 
holdings  greatly  reduced,  but  not  so 
family  trusts.  Estimated  worth  over  , 
$600  million. 
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Search  for  some  of  America's  best  companies.  After  all, 
they  hold  the  promise  of  future  earnings.  For  20  years, 
this  has  been  the  thinking  behind  the  Berger  Funds' 
investment  strategy.  Today,  the  Berger  Funds  offer  three  funds 
that  follow  the  same  common-sense  philosophy:  Seek  to  invest 
in  profitable,  successful  companies  because  they  are  more  apt 
to  become  profitable,  successful  investments. 

Backed  by  two  decades  of  consistent  management,  the 
Berger  family  of  funds  gives  you  a  range  of  equity  invest- 
ment opportunities: 

BilrSIIRHSaFtlilaffffiw  A  growth  fund  which  seeks  long- 
term  capital  appreciation  primarily  through  investment  in 
common  stocks,  with  emphasis  on  established  companies  it 
believes  to  have  favorable  growth  prospects. 

MI>TaifSffSf¥KnRIWfw  A  growth  and  income  fund  which 
seeks  capital  appreciation  in  addition  to  a  moderate  level  of 
income,  primarily  through  investment  in  securities  which  it 
believes  offer  favorable  growth  prospects,  and,  at  the  same 
time,  will  provide  current  income. 


The  Berger  Small  Company  Growth  Fund: 


|  A  fund  which 

seeks  capital  appreciation  by  investing  its  assets  in  a  diversified 
group  of  equity  securities  of  small,  growing  companies  with 
market  capitalization  of  less  than  $1  billion  at  the  time  of 
initial  investment. 

If  our  thinking  complements  your  own,  then  start  keeping 
company  with  some  of  the  best  and  consider  the  Berger 
Funds  today. 

Open  an  account  with  as  little  as  $250. 

Please  call  (800)  3334001 

for  a  prospectus  containing  more  complete  information 
including  management  fees,  charges  and  expenses. 
Read  it  carefully  before  investing. 


Together  we  can  move  mountains.5 


©  1994  Berger  Associates,  Inc. 
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Frederick  W.  (Ted)  Field 

Inheritance,  media.  Beverly  Hills.  42. 
Divorced  4  times,  5  daughters.  An- 
cestor Marshall  Field  was  store  clerk 
1856;  saved  money,  founded,  built 
Marshall  Field  &  Co.,  once  world's 
largest  department  store.  Grandson 
Marshall  III  began  selling  off  store 
1941;  started  Chicago  Sun,  added 
Times  1947.  Marshall  IV  inherited; 
died  1965.  Ted,  half  brother  Marshall 
V  (which see),  inherited;  conflict  led  to 
liquidation.  Ted  raised  Chicago,  Alas- 
ka by  mother  (once  editor  Christian 
Science  Monitor).  Briefly  race  car 
driver-owner.  Makes  movies  as  In- 
terscope;  Polygram  bought  51%  for 
$35  million  1992.  Also  records 
(Snoop  Doggy  Dogg,  Dr.  Dre, 
Marky  Mark).  Ardent  Democrat.  Es- 
timated over  $600  million. 


William  Michael  Gafaro  and  family 

Shopping  malls.  Hubbard,  Ohio.  81. 
Married,  3  children.  Immigrant's  son, 
ran  Ritz  Bar  in  Youngstown,  Ohio; 
sold  bar,  built  first  strip  center  late 
1940s  with  brother  John  (d.  1987). 


Major  contributors  to  postwar  subur- 
ban sprawl:  constantly  built  strip  cen- 
ters, later  enclosed  malls  across  U.S. 
Concentrated  on  middle  market, 
Midwest;  rarely  sells  property;  little 
debt.  Today  among  top  developers  in 
nation;  strong  ties  to  anchors  such  as 
J.C.  Penney,  Sears,  Montgomery 
Ward.  Eldest  son  Anthony,  president; 
daughter  Flora,  VP;  other  son  J.J.  (had 
failed  sports  car  company)  also  in 
family  business.  Bill,  family  trusts  esti- 
mated $600  million.  "If  you  make  a 
friend  today,  you  can  always  make  a 
deal  tomorrow." 


John  Orin  Fdson 

Leisure  craft.  Seattle.  62.  Divorced, 
remarried;  2  children.  Founded  pow- 
erboat maker  Bayliner  Marine  Corp. 
in  1955.  Sales,  profits  doubled  in  each 
of  3  years  before  sale  to  Brunswick  in 
1986  for  $425  million  (sales  that  year 
were  more  than  $400  million).  Had  a 
simple  credo:  simplify  production  in 
what  was  custom  craft  industry,  pass 
along  to  give  consumer  best  value. 
Edson  invested  proceeds  conserva- 


All  in  the  family 
Rupert  Murdoch 
(see  p.  Ill),  be- 
sides attending 
her  wedding,  is 
helping  finance 
his  daughter 
Elisabeth's  $35 
million  purchase 
of  two  NBC  affil- 
iates in  California. 
But  all  he's  do- 
ing is  guarantee- 
ing the  loan. 
Elisabeth  has 
quit  her  job  at 
his  Fox  TV  net- 
work, as  has  her 
Ghanaian-born 
husband. 


tively  in  bonds  and  stocks.  Built] 
launched  161 -footer:  says  is  biggesn 
fiberglass  yacht  in  U.S.  He  and  wife) 
have  several  planes,  helicopters.  Ac-^ 
quired  land  near  Scottsdale,  Ariz,  air- 
port, now  selling  off  pieces  for  develi 
opment.  But  that's  only  a  small  part  oi 
wealth  estimated  about  $600  million] 


Theodore  W.  Waitt  ★ 
Norman  W.  Waitt  ★ 

Brothers.  Gateway  2000.  North 
Sioux  City,  S.D.  Ted:  31.  Lives  with 
his  2  children  and  their  mother.  Nor- 
man: 40.  Married,  no  children.  Tedj 
U.  of  Iowa,  dropped  out  1984  to  selj 
computers,  a  la  Michael  Dell  and  Dell 
Computer.  Realized  people  would 
buy  by  phone  if  price  right,  started 
Gateway  with  childhood  buddy  Mike) 
Hammond  on  loan  secured  bv  grand- 
mother's $10,000  CD  1985.  Ted's 
expertise:  marketing,  sales;  Norman 
joined  1986  to  handle  finances. 
Brothers  raised  initial  capital,  toow 
100%  ownership.  First  year  revenues 
$100,000;  over  $1  billion  by  1992. 
Success  also  based  on  quick  maiF 
order  sen-ice,  innovative  marketing. 
PC  clones  come  in  distinctive  Hol- 
stein-spotted  boxes;  ponytailed  Ted 
once  portrayed  as  janitor  in  company 
ad.  Gateway's  rapid  growth  led  to 
tension  between  brothers.  Ted:  "A 
lot  of  things  can  get  involved  that 
aren't  really  business-related." 
Norm:  "I  just  got  tired  of  dealing 
with  it."  Norman  left  1991.  Ham- 
mond still  with  Gateway,  oversees) 
factory  outlets.  Brothers  retained  85% 
of  company  in  1993  IPO.  Ted:  "I  can't 
find  many  other  investments  in  which 
I  have  as  much  confidence."  Ted's 
investment  worth  $600  million,  Nor-| 
man's  over  $410  million. 
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Harold  Clark  Simmons 

Investments.  Dallas;  Montecito^ 
Calif.  63.  Twice  divorced,  remarried} 
4  daughters,  2  stepchildren.  Son  ofl 
Texas  teachers;  scraped  together 
$5,000,  bought  Dallas  drugstore 
1960.  Built  100-store  chain;  sold  fori 
$50  million  1973.  Built  conglomer- 
ate with  hostile  takeovers.  Most  assets 
in  Valhi  Inc.,  public  holding  compa- 
ny: Medite  (lumber),  Tremont  (tita- 
nium), NL  Industries  (chemicals),  Sy- 
bra  (Arby's  restaurants),  Dresser  In 
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Our 

It's  enough  to  convince  you  that 
not  all  turtlenecks 
are  cut  from  the  same  cloth. 


We  could  tell  you  tons  about 
a  Lands'  End'  turtleneck. 
But  today,  lef  s  focus  on  the  neck. 
Because  what  we  put  into  that 
is  enough  to  make  you  feel  warm 
all  over. 

For  one  thing,  our  neck  is  rib- 
knit  to  size  in  a  single  piece.  So, 
there's  no  need  for  a  seam.  Now, 
if  you've  ever  worn  a  turtle  that 
has  a  seam  here,  you  know  how 
it  can  rub  and  chafe  you.  Doesn't 
happen  with  ours. 

Another  thing:  our  neck,  like 
our  body,  is  made  of  100%  long- 
staple  cotton,  or  a  cotton/poly 
blend,  if  you  prefer.  But  we  add 
a  touch  of  LycraB  spandex  to  it. 
This  lets  the  neck  s-t-r-e-t-c-h. 
You  can  roll  it  into  a  turtleneck, 
and  wash  it  time  and  again  - 
and  it  won't  sag  or  poop  out  like 
some. 

A  neck  is  not  a  neck 
is  not  a  neck. 

A  neck  has  a  hard  life.  Just 
think  of  the  trauma  it  goes 
through  every  time  you  pull  it 
over  your  head.  So,  we  add 
another  bit  of  Lycra  "  spandex 
where  the  neck  connects  to  the 


shoulders.  When  you  squiggle 
through,  it  gives  a  little. 

(Some  turtlenecks  use  a 
piece  of  cotton  tape  here.  It 
doesn't  stretch  the  same  way;  ifs 
likely  to  pucker  and  tear.) 

We  could  tell  you  lots  more 
about  the  neck  -  and  obviously, 
about  the  rest  of  our  turtle.  If  s 
neck  and  shoulders  over  any- 
body else's.  Well  just  mention 
one  other  thing:  the  price. 

"What?  Only  $15?" 

Ifs  only  $15  for  men's  or 
women's  regular:  same  as  ifs 
been  for  five  years  now.  (Tall  and 
larger  sizes  are  a  little  more.) 
That's  astounding  when  you 
think  of  everything  we  put  into 
these  beauties. 

But  if  s  not  astounding  when 
you  know  Lands'  End.  You  see, 
we've  built  our  whole  business 
on  giving  our  customers  quality 
products,  at  a  fair  price.  And 
that's  as  true  of  our  sweaters 
and  buttondown  shirts,  our  soft 
luggage  and  home  furnishings, 
as  it  is  of  our  turtles. 

Whatever  you  order,  well 
ship  it  to  you  in  just  two  days, 


almost  anywhere.  And  it'll  come 
with  our  complete,  unconditional 
guarantee.  Ifs  -"Guaranteed. 
Period!" 

See  for  yourself.  Simply  call 
us  here  in  Dodgeville,  Wisconsin, 
any  time,  day  or  night,  and 
ask  our  friendly  operator  for  a 
catalog. 

Then  go  shopping  in  it  when- 
ever the  spirit  moves  you.  ^ 


©1994  Lands' End,  Inc. 
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■    For  our  free  catalog, 
call  anytime 
1-800-356-4444 
(in  Canada,  too). 


Name. 


Address. 


.  Apt. 


City. 


State . 


.  Zip. 


Phone  L 


Day/Night 
{circle  one) 


Mail  to:  1  Lands'  End  Lane,  Dodgeville.WI  53595 
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Selling  off  the  past 
John  Harbert. 
73,  who  has  hand- 
ed day-today 
control  of  his  com- 
pany to  his  son 
Raymond,  says  he 
supported  his 
son's  actions  in 
selling  off  the 
construction  busi- 
ness John  start- 
ed in  1946  and 
used  as  the 
foundation  for  his 
nearly  $600  mil- 
lion fortune.  John 
says  he  and  his 
son  are  different: 
"He's  some- 
what risk  averse, 
and  I  like  risk." 
Also,  because  of 
heavy  govern- 
ment regulation, 
"the  industry  I 
took  a  lot  of  plea- 
sure in  is  no 
longer  there." 


dustries  (oilfield  equipment), 
Keystone  Consolidated  (steel  rods, 
wire  products),  Amalgamated  Sugar. 
Philanthropist:  arthritis  (longtime 
sufferer),  cancer  research;  $41  million 
to  U.  of  Texas  Southwestern  Medical 
Center  1988.  Family  man.  Net  worth 
estimated  $595  million. 


Edward  Perry  Bass 

Oil,  investments.  Fort  Worth.  49. 
Single.  Second  of  4  Bass  brothers  (see 
other  Basses).  Yale,  Coast  Guard,  Yale 
architecture  school;  only  non-M.B  A. 
Bass  brother.  Joined  communal  the- 
ater troop  in  Santa  Fe;  owns  proper- 
ties worldwide,  including  hotel  in  Ne- 
pal. Oversees  Sundance  Square,  part 
of  Bass-financed  33-block  develop- 
ment downtown  Fort  Worth  (stores, 
restaurants,  apts.,  etc.)  credited  for 
Fort  Worth  revitalization.  Spent  re- 
ported $150  million  on  Biosphere  2, 
flawed  experimental  enclosed  ecosys- 
tem in  Arizona;  sued  over  misman- 


agement, got  top  managers  removed. 
Spent  over  $20  million  establishing 
Institute  of  Biosphere  Studies  at  Yale. 
Has  500,000-acre  Australia  ranch. 
Net  worth,  with  Disney  stock,  esti- 
mated $590  million. 


George  Lindemann 

Cable  TV,  cellular  phones,  natural  gas 
distribution.  Wellington,  Fla.  58. 
Married,  3  children.  Grew  up  NYC; 
Wharton;  started  cosmetics  business 
in  garage.  Moved  on  to  specialty 
pharmaceutical  house;  developed  first 
permanent-wear  soft  contact  lens. 
Sold  to  Cooper  Labs  1971  for  $60 
million.  Cable  next;  sold  to  New- 
houses  (which  see)  1981  for  $220 
million.  Founded  Metro  Mobile,  cel- 
lular operator;  sold  for  Bell  Atlantic 
stock  1991 .  Now  chairman  natural  gas 
distributor  Southern  Union  Co. 
(owns  40%);  "'still  looking  for  the 
perfect  deal."  On  much-hyped  "info- 
bahn":  "Every  time  everyone  is  talk- 


ing about  something,  that's  the  time 
to  sell.  When  the  street  cleaner's  talk- 
ing about  information  highways,  avoid 
it."  Recently  worth  $590  million. 


John  Murdoch  Harbert  III 
and  family 

Construction,  investments.  Birming- 
ham, Ala.  73.  Married,  3  children. 
Won  $6,000  in  crap  game  shipping 
home  from  WWII.  Bought  concrete 
mixer.  Ran  out  of  cash  3  times;  finally 
solvent  from  bridge  contract.  Carved 
niche  in  high-risk  enterprises:  e.g., 
water  supply  in  Abu  Dhabi.  Bought 
Ky.,  Tenn.  coal  1960s,  early  1970s; 
sold  to  Amoco  for  stock  during  ener- 
gy crisis.  Diversified:  real  estate,  pow- 
er generation,  gas  stations.  Son  Ray- 
mond took  over  day-to-day  1990. 
Brother  Bill's  advice:  "If  you  don't 
want  to  be  in  construction,  you 
shouldn't  be."  Sold  international  di- 
vision to  Bill,  rest  to  Raytheon.  Other 
asset  sales.  Still  believed  to  hold  Dad's 
10  million  Amoco  shares.  Net  worth: 
$590  million. 


Melvin  Simon 
Herbert  Simon 

Brothers.  Shopping  Centers.  India- 
napolis, NYC  et  al.  Mel:  68.  Herb:  60. 
Both  divorced,  remarried;  5  children 
each.  Both  attended  City  College  of 
New  York.  Brooklyn -born,  Bronx - 
raised  Melvin  moved  to  Indianapolis 
during  Korean  War  service,  stayed. 
Sold  encyclopedias;  became  leasing 
agent:  "It  was  easy  money."  Sent  for 
Herb  to  join  him;  duo  made  their 
fortunes  covering  Midwest  with  vast 
acres  of  unpretentious  shopping 
malls.  Brothers  known  for  constant 
bickering,  yet  affable  relationships 
with  associates.  "Meshuggener  Mel" 
also  known  for  colorful  clothing,  exu- 
berant manner;  flirted  with  Holly- 
wood during  1970s,  producing  Love 
at  First  Bite,  Porky's.  "I  thought  I 
could  make  more  money."  Brothers 
own  Indiana  (basketball)  Pacers;  also 
22.5%  of  Minneapolis'  Mall  of  Ameri- 
ca, the  4.2-million-square-foot  en- 
closed shopping  mecca  complete  w  ith 
7-acre  amusement  park.  Brothers  sold 
53%  of  their  69-million-sq.-ft.  shop- 
ping mall  empire  to  public  in  Decem- 
ber 1993  IPO.  Proceeds  return  Her- 
bert to  our  list  in  style,  his  net  worth 
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now  estimated  over  $345  million; 
Melvin  now  estimated  $580  million. 
Herb:  "We  are  just  a  couple  of  naive 
guys  from  the  Bronx,  right?,,  Right. 


Stuart  Robert  Levine 
Craig  Robert  Benson 

Partners.  Cabletron  Systems.  Levine: 
Stratham,  N.H.  36.  Divorced,  1  son. 
Benson:  Rye,  N.H.  40.  Married,  2 
daughters.  Odd  couple  of  business 
world.  Levine:  4  failed  businesses,  U. 
of  Miami  B.S.,  2.1  grade  point  aver- 
age. Benson:  bartender,  caddy  while 
at  Babson  College;  Syracuse  M.B.A. 
"He's  got  strengths  in  areas  I  don't 
have  strengths  in,  and  the  other  way 
around."  Joined  Levine  to  cofound 
Cabletron  (name  inspired  by  film 
tron)  1983.  Built  simple  cable-in- 
stalling business  into  computer 
networking  manufacturer;  went  pub- 
lic 1989.  Streamlined  approach  to 
business:  no  VPs;  chairless  meeting 
rooms  keep  things  moving.  Execs 
lead  by  example:  fly  coach,  $70  hotel 
rooms,  etc.  Levine  prefers  first  class, 
spends  more  than  $52,000  salary 
making  up  price  difference.  Benson 
set  up  confidential  800  "bureaucracy 
line"  for  employees  to  cite  waste. 
Network  business  seen  more  strategi- 
cally important  than  ever.  "Anyone 
that  can  link  their  wagon  up  to  the 
information  superhighway  is  trying  to 
do  that."  Pair  carpool  to  work  (Le- 
vine: "He's  too  cheap  to  pay  the 
tolls");  door  between  offices  open 
99%  of  the  time.  Partnership  pays  off: 
shares  recently  worth  $580  million 
for  Levine,  $490  million  for  Benson. 


John  Hammond  Krehbiel  Jr. 
Frederick  A.  Krehbiel  * 

Molex  Inc.  Lake  Forest,  Hinsdale 
(111.).  Grandfather  Fred,  his  brother 
Edwin  founded  small  manufacturing 
company  1938  using  Fred's  inven- 
tion, "molex,"  a  light,  inexpensive 
plastic  made  from  industrial  waste. 
Made  toy  guns,  flowerpots,  etc.  Son 
John  Sr.  (d.  1993 )  joined  1940;  presi- 
dent 1947.  Switched  from  commer- 
cial to  electrical  products.  Cost-  and 
quality-conscious;  built  maker  (now 
second  largest)  electrical,  fiber-optic 
and  electronic  interconnection  sys- 
tems and  switches.  Took  public  1972; 
expanded   overseas.   Today  in  19 
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If  you  read  a  small-town  paper  like  ours,  drop  us  a  line  and  tell  us  about  it. 


IN  LYNCHBURG,  TENNESSEE,  almost 
everybody  reads  the  Moore  County  News. 

It  only  takes  about  five  minutes  to  keep  up 
with  goings-on  in  Moore  County.  There 
might  even  be  an  occasional  piece  on 
Jack  Daniel  Distillery,  but  it's  not  likely. 
You  see,  here  in  our  Hollow  we've 
been  charcoal  mellowing  our  whiskey, 
drop  by  drop,  since  Mr.  Jack's  day. 
And  according  to  the  folks  who 
print  the  paper,  that  stopped  being 
news  128  years  ago. 


SMOOTH 
TENNESSEE 


SIPPIN' 
WHISKEY 


Tennessee  Whiskey  •  40-43%  alcohol  by  volume  (80-86  proof)  •  Distilled  and  Bottled  by 
Jack  Daniel  Distillery,  Lem  Motlow,  Proprietor,  Route  1,  Lynchburg  (Pop  361),  Tennessee  37352 
Placed  in  the  National  Register  of  Historic  Places  by  the  United  Slates  Government. 


OVER  $500,000,000 


Mars  Invades 
Russia! 

Mars  Inc.'s  late 
1992  push  into 
Russia  has 
finally  paid  off. 
The  popularity 
of  Snickers 
(pronounced 
"Sneekerz")  and 
other  Mars  can- 
dy bars  developed 
by  Forrest  Mars 
Sr.  (see  p.  115) 
and  his  children 
have  made  Mars 
the  number-one 
chocolate  in  the 
formerly  evil 
empire. 
The  slogan  on 
this  billboard: 
"Eat  Mars  at 
work  or  at  play." 


countries;  maintaining  profits  even  in 
down  markets;  products  manufac- 
tured and  sold  outside  U.S.  now  71% 
total  revenue.  Sales  (fiscal  year  1994) 
$964  million.  Sons  now  run  business. 
John  Jr.:  57.  Married;  2  sons,  1 
daughter.  B.A.  Lake  Forest  College 
1959.  That  year  joined  company  in 
product-pricing  department.  Became 
president  1975.  Oversees  U.S.,  Mexi- 
can, Canadian,  South  American  oper- 
ations. Fred:  53.  Married,  2  sons.  B.A. 
Lake  Forest  College  1963.  Estab- 
lished Molex's  International  Division 
in  1967;  by  1970s  factories  in  Japan, 
Ireland  and  Singapore.  "'What  we 
have  learned  globally  has  vastly  in- 
creased our  ability  to  compete  local- 
ly." CEO  from  1988;  chairman  since 
last  November  after  father's  death. 
John  Jr.'s  shares  recently  worth  $580 
million.  Fred's,  $475  million. 


Helen  Kinney  Copley 

Publishing.  La  Jolla,  Calif.  71.  Di- 
vorced, widowed;  1  son.  Daughter  of 
Iowa  railroad  man.  Saw  postwar  ad, 
became  secretary  to  James  S.  Copley, 
adopted  son  of  newspaper  magnate 
Colonel  Ira  Copley.  From  secretary  to 
confidante  to  wife:  "I'll  never  know 
what  he  saw  in  me.  I  was  so  pathetical- 


ly shy."  Role  as  gracious  host  until 
James'  death  1973;  then  surprised 
Copley  crony- lieutenants:  took  over 
as  publisher,  chairman;  sold  unprofit- 
able papers,  slashed  payroll.  Flagship 
San  Diego  Union  (recently  merged 
with  Tribune),  9  other  dailies,  stakes 
in  3  cable  systems.  James'  2  children 
from  first  marriage  beneficiaries  of 
trust.  Review  of  cable  holdings  re- 
duces estimate  to  $575  million. 


George  Phydias  Mitchell 

Oil  and  gas,  real  estate.  Houston.  75. 
Married,  10  children.  Greek  immi- 
grant father  was  goatherd,  railroad 
worker;  took  name  of  supervisor  to  be 
more  American.  Son  worked  through 
Texas  a&m  1940  selling  stationery, 
busing  tables;  became  oil  geologist. 
Discovered  natural  gas  field;  Mitchell 
Energy  &  Development  went  public 
1972.  With  wife,  led  renaissance  of 
Galveston  historic  district;  also  build- 
ing the  Woodlands  since  1970 — 
25,000  acres,  plans  180,000-person 
community  by  2000.  Big  backer 
Houston  biomedical  r&d.  "You've 
got  to  have  some  optimism,  but  you 
better  know  what  you're  doing,  or 
you'll  be  on  your  back  end."  Estimat- 
ed worth  around  $575  million. 


Robert  Edward  Rich  Sr.  and  family 

Fake  cream.  Buffalo,  N.Y.;  Palm 
Beach,  Fla.  81.  Married,  3  children. 
Learned  family  dairy  business,  bought 
own  milk  company  1935;  during 
WWII,  milk  administrator.  "The  cow 
is  a  very  inefficient  factory."  Devel- 
oped soybean-based  whipping  cream. 
Then  Coffee  Rich  creamer  1960; 
cheap,  nonspoiling;  foundation  of 
fortune.  Added  small  frozen  food 
companies,  bakeries.  Expanding  in- 
ternationally under  son  and  president 
Robert  Jr.,  53.  Russia  a  possibility. 
"We're  on  target  to  do  $1  billion  in 
sales  this  year."  Company  owns  AAA 
baseball  Buffalo  Bisons,  other  minor 
league  teams;  stake  in  Buffalo  (hock- 
ey) Sabres.  Also  four  Buffalo-area 
radio  stations,  Florida  golf  course. 
Net  worth  estimated  around  $570 
million. 


John  C.  Malone 

Cable  TV.  Parker,  Colo.  53.  Married, 
2  children.  Yale;  master's  NYU;  mas- 
ter's, Ph.D.  Johns  Hopkins.  Brief 
stint  at  AT&T  Bell  Laboratories;  joined 
Bob  Magness  (which  see)  at  Tele- 
Communications,  Inc.  1973.  Em- 
ployees call  Magness  Bob,  but  call 
Malone  "doctor."  Held  off  bankers, 
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Imp^z^/e-se^n^,  ifcevugtup-fo-  tfafe faeces oskS finest k^a^f^. 


THE  PENINSULA 


GROUP 


Share    The  Experience 


The  Peninsula  Hnng  Kong  •  The  Kowloon  Hotel  Hong  Kong  •  The  Peninsula  Manila  •  The  Palace  Hotel  Beijing 
The  Peninsula  New  York  •  The  Peninsula  Beverly  Hills 


inL  iunpu  luun  nununiw 

OUER  $500,000,000  


Opportunity  knocks 

The  Haas  family  (see  p.  129)  works  hard  at  keeping  Levi  Strauss  on  top  (shown  are 
Peter  Jr.,  Robert,  Walter,  and  Peter  Sr.,  seated).  They  well  know  their  prices  and 
margins  are  far  higher  overseas,  and  their  manufacturing  costs  lower.  Which  may 
be  why  director  Peter  Sr.  joined  David  Rockefeller  on  a  15-member  U.S.  delegation 
gathering  information  and  promoting  goodwill  in  Vietnam. 


helped  bail  out  cash-strapped  compa- 
ny 1970s:  Drexel  Burnham  analyst 
called  Malone  a  good  match  for  Mil- 
ken. But  to  Al  Gore,  TCI  "the  ring- 
leader of  the  cable  Cosa  Nostra. "  In 
1991  spun  off  TCI  programmer  Liber- 
ty Media,  sold  TCI  stock,  options, 
borrowed  to  build  Liberty;  in  the 
meantime  deal  with  Bell  Atlantic  fell 
through.  Liberty  spun  back  in  Au- 
gust. Malone  and  Liberty  joined 
Comcast  all-cash  bid  for  QVC.  Net 
worth  estimated  $565  million. 


John  E.  Abele  and  family  ★ 
Peter  M.  Nicholas  and  family  •* 

Medical  devices.  Boston  area. 
Founders  1979  Boston  Scientific 
Corp.,  maker  of  3,000  devices — e.g., 
balloon  catheters — for  less  invasive 


procedures  for  things  like  opening 
clogged  arteries.  Instruments  also 
used  in  radiology,  gastroenterology, 
etc.  Abele:  57,  cochairman.  Married, 
3  children.  Was  president  Medi-tech 
Inc. — then  a  division  of  Cooper  Labs, 
now  one  of  Bsc's  leading  divisions. 
Met  Nicholas  through  friends.  Two 
bought  sleepy  $1.2  million  revenues 
Medi-tech.  Built  BSC  focusing  on  spe- 
cialized markets,  $2  million  product 
lines  that  big  medical  manufacturers 
ignored.  Nicholas:  53,  cochairman, 
president,  ceo.  Married,  3  children. 
Rose  through  corporate  ranks  at  Eli 
Lilly.  With  Abele,  took  BSC  public 
May  1992,  selling  25%  equity  stake. 
Raised  $434  million,  of  which  $304 
million  to  buy  back  20%  BSC  stake 
held  by  Abbott  Laboratories.  Nicho- 
las: "Initially,  we  did  not  want  to  be  a 


s  public  company.  .  .  .  But  we've  come 
|  to  see  it  as  something  that  allows  us  to 
|  accelerate  our  business  plan."  Today 
partners'  shares  worth  $1.1  billion. 


Donald  J.  Schneider  ★ 

Trucking.  Green  Bay,  Wis.  58.  Mar- 
ried, 5  children.  St.  Norbert  College 
B.S.  1957;  M.B.A.  Wharton  1961. 
Father,  Al,  started  one-truck  business 
Green  Bay  1938.  Don  part  time  in 
college;  management  1960.  By  1980 
Schneider  National  firm  near  $250 
million  (revenues).  Then,  deregula- 
tion. Don  poised:  merit  pay,  strong 
customer  service,  excellent  logistics. 
Succeeded  brilliantly  amid  brutal 
competition:  revenues  topped  $1.25 
billion  1993.  Supports  full  deregula- 
tion, refuses  to  file  required  data  with 
ICC.  Satellite  antennas  on  every  truck 
by  1988.  Aggressive  rail/road  combi- 
nations. Also  Schneider  Communica- 
tion, Wisconsin  regional  long  dis- 
tance provider.  "A  lot  of  opportunity 
goes  to  those  willing  to  take  the  risk." 
Estimated  $550  million. 


Roger  Milliken 
Gerrish  Milliken 
Anne  Franchetti 

Siblings.  Textiles,  investments.  Sci- 
ons of  Seth  Milliken,  cofounder  dry 
goods  jobber  Deering,  Milliken  & 
Co.  1865.  With  William  Deering  (lat- 
er left,  started  what  became  Interna- 
tional Harvester),  financed  fledgling 
southern  mills,  became  owner  of 
many  in  Depression.  Grandson  Rog- 
er: Spartanburg,  S.C.  78.  Yale.  Mar- 
ried, 5  children.  Drives  18 -year- old 
Buick.  Heads  Milliken  &  Co.,  now 
largest  private  U.S.  textile  firm;  sales 
estimated  $2.5  billion  or  less,  de- 
pending on  weak  sales  automotive 
fabrics:  Roger  didn't  compromise  on 
price  demands  by  GM.  Stresses  R&D; 
cutting-edge  technology  in  plants. 
Secretive  about  business,  vocal  about 
politics:  spearheaded  No  Name 
Group,  anti-Nafta  group.  Longtime, 
virulent  protectionist.  Friends  David 
Rockefeller  (which  see)  and  Robert 
Galvin  (which  see)  in  opposing  camp. 
Also  friend  of  Pat  Buchanan,  "Ameri- 
ca First"  movement.  "A  man  must  fit 
the  age  in  which  he  lives."  Gerrish: 
Greenwich,  Conn.  77.  Married;  4 
sons,  2  daughters.  Began  in  family 
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Don  Vinegar  doesn't  have  to  paint  that  smile  on  -  it's  all  his. 
He  earned  it  by  getting  through  a  bout  with  cancer,  not  the 
kind  of  thing  that  usually  leaves  people  whooping  it  up.  But 
Don  has  left  the  problem  so  far  behind,  so  completely  behind, 
that  he  can  only  feel  a  little  delirious. 

is  smiling  on  the  inside  too. 

For  one  thing,  his  finances  are  fine.  In  plain  language,  AFLAC 
insurance  helped  stop  his  money  from  flowing  out  of  his 
pocket  through  the  holes  in  his  health  coverage.  (What  Don 
discovered  is  that  AFLAC,  being  experts  in  this  sort  of  thing, 
really  made  a  difference.)  He's  fine.  Life  is  fine. 

So  here  you  see  Don,  happy,  healthy  and  over  it.  Hallelujah! 

AFLAC  supplemental  insurance  can  help  you  strengthen  your 
employee  health  plan.  It's  a  simple,  cost  effective  way  to 
ensure  that  your  employees  get  the  coverage  they  need  and 
deserve.  For  information,  please  contact  AFLAC.  Call  toll-free: 
1-800 -99 -AFLAC  (1-800-992-3522). 


Insuring  Over  38  Million 
People  Worldwide 


Don  Vinegar 


AFLAC  is  a  leader  in  the  supplemental  insurance  business,  with  35  years  of  100%  dedication  to  its  customers. 


■  nk  i  unuLv  i  uun  nununm 


OVER  $500,000,000 


cotton  mill  Union,  S.C.,  after  Army. 
Retired  1986,  maintains  NYC  office. 
Director  Milliken  &  Co.  and  Mercan- 
tile Stores  Co.,  both  controlled  by 
family.  Anne:  Very  private.  Seal  Cove, 
Me.  70s.  Carried  guns  against  possi- 
ble terrorist  attack.  Heirs  of  Jane 
Stroud,  another  Milliken  sibling,  sold 
some  Milliken  shares  to  competitor 
Delta  Woodside  Industries  1989;  still 
refuse  to  sell  remaining  stake  to  Rog- 
er. Roger  estimated  at  least  $550 
million.  Anne  and  Gerrish:  near 
$320  million. 


John  Edward  Anderson 

Beverage  distribution,  etc.  Bel  Air, 
Calif.  77.  Widowed,  remarried;  5  chil- 
dren ( 1  died  in  accident  1969).  Ped- 
dled popcorn  outside  Dad's  Minne- 
sota barbershop;  Western  Union 
messenger.  UCLA:  hockey  team, 
taught  ice  skating  Sonja  Henie  rink; 
Harvard  M.B.A.  1942;  night  law 
school  Loyola.  Cofounder  LA  law  firm 
Kindel  &  Anderson  1953.  Some  cli- 
ents beverage  distributors.  Saw  busi- 
ness, liked  it:  formed  Ace  Beverage 
1956,  distributed  then-minor  Bud- 
weiser.  Grew  with  Bud;  added  banks, 
insurance,  real  estate;  "You  need 
enough  cash  cows  to  feed  your  pigs." 
Quiet  $15  million  to  ucla  business 
school  1987.  Net  worth  estimated 
over  $550  million.  "I  still  have  trou- 
ble paying  75  cents  for  a  Snickers." 


Leonard  Litwin 

Real  estate,  nyc.  78.  Married,  2 
daughters.  Began  in  landscaping  busi- 
ness with  father  on  Long  Island,  re- 
tains tree  nurseries  there.  Branched 
into  apts.  with  pioneering  high  rises 
on,  near  York  Ave.  on  Manhattan's 
Upper  East  side;  also  Queens  apt. 
buildings,  Manhattan  offices  (since 
sold).  Shuns  publicity:  "He  operates 
like  an  old-fashioned  real  estate 
man."  Today  25  Manhattan  proper- 
ties, at  least  4,700  prime  units.  Didn't 
co-op.  "Everybody  who  has  a  job  in 
New  York  can't  spend  $500,000  on  a 
co-op."  Old-fashioned  enough  to 
keep  rents  very  competitive.  "We  are 
as  progressive  as  anybody  in  the  busi- 
ness." Litwin's  debt  is  less  than  previ- 
ously believed.  Net  worth  progress- 
ing, this  year  estimated  around  $550 
million. 


A  messy  divorce 

In  July  1993  former  Forbes  400  member  Donald  Trump  sued  Pritzker  family 
members  (see  p.119),  claiming  they  had  "looted  tens  of  millions  of  dollars"  from 
New  York  City's  Grand  Hyatt  Hotel,  which  they  jointly  own  with  him.  In  March  Jay 
Pritzker  (above)  sued  back,  saying  Trump  had  violated  their  partnership  agreement 
in  various  ways,  including  failing  to  remain  solvent.  A  source  hints  a  settlement 
may  be  just  around  the  corner. 


Anne  Catherine  Getty  Earhart 
Claire  Eugenia  Getty  Perry 
Caroline  Marie  Getty 

Inheritance.  Daughters  of  George 
Getty  (d.  1973),  son  of  renowned 
oilman  Jean  Paul  Getty  (d.  1976); 
collectively  dubbed  "Georgettes"  by 
family.  Anne:  Laguna  Beach,  Calif. 
42.  Married,  2  children.  Began 
squabble  over  half-uncle  Gordon's 
(which  see)  control  of  Sarah  C.  Getty 
Trust,  then  backbone  of  Getty  family 
fortune;  also  disliked  handling  of  Get- 
ty Oil.  Husband  John  former  Peace 
Corps  volunteer;  now  general  partner 
in  San  Diego  Padres  baseball  team. 
Claire:  San  Francisco  Bay  Area.  40. 
Also  married  to  (different)  Peace 
Corps  man.  Four  sons.  Amid  initial 
Getty- Pennzoil  deal,  petitioned  Cali- 
fornia judge  for  temporary  restraining 
order  that  gave  Bruce  Wasserstein 
chance  to  bring  in  Texaco,  resulting 
in  Getty  Oil  sale,  vast  increase  in 
family  wealth,  rise  of  Pennzoil's  law- 
yer Joe  Jamail  to  this  list.  Caroline: 
San  Francisco.  37.  Single.  Active  in 


preserving  wildlife,  environment.  All 
very  private.  Each  estimated  near 
$550  million. 


William  Russell  Kelly 

Kelly  Services.  88.  Married,  1  son. 
Fort  Lauderdale,  Fla.  Born  Vancou- 
ver Island,  B.C.;  father  made,  lost 
fortunes  in  international  oil;  died 
1928,  left  7  children,  no  estate.  Rus- 
sell: U.  of  Pittsburgh,  dropped  out 
1926,  sold  cars.  WWII  Army  fiscal 
management  analyst,  got  rep  as  red 
tape  destroyer,  discovered  new  busi- 
ness machines.  To  Detroit  postwar: 
"I  thought  the  automobile  business 
would  require  a  mass  of  paperwork." 
Sent  out  machines  and  staff;  custom- 
ers bought  machines  but  reallv  need- 
ed his  "Kelly  Girls."  First  Kelly  office 
services  1946,  went  public  1962. 
Adopted  son  Terence  Adderley,  CEO, 
has  over  4  million  shares  recently 
worth  more  than  $125  million. 
Chairman  Kelly's  stock  recently 
worth  $545  million. 
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John  William  Berry  Sr.  and  family 

Yellow  Pages.  Dayton.  72.  Tw  ice  di- 
vorced, remarried;  5  sons.  Son  of 
Loren  M.  Berry,  who  sold  horserad- 
ish, then  ad  space  in  train  schedules  as 
a  boy.  Loren,  as  traveling  salesman, 
took  ambition  and  $200  to  Dayton 
1910.  Convinced  Dayton  Home 
Telephone  Co.  to  sell  ads  using  cer- 
tain-color paper  he  could  buy  cheap. 
"Mr.  Yellow  Pages"  died  1980  at  91, 
his  product  a  part  of  the  language. 
John  Sr.  bought  out  siblings,  expand- 
ed. Sold  L.M.  Berry  &  Co.,  by  then 
second-largest  Yellow  Pages  agent, 
for  BellSouth  stock  1986,  retired 
1987.  John  Jr.:  46,  CEO  Berry  Invest- 
ments (hunting  supply  company,  se- 
curity device  firm,  etc.).  Sr.'s  worth: 
$535  million. 


Eugene  Paul  (J.  Paul  Jr.)  Getty 

Mark  Getty  ★ 

Ariadne  Getty  Williams 

Tara  Gabriel  Galaxy  Gramaphone 

Getty  * 

Father,  children.  Inheritance.  Heirs 
to  Getty  oil  fortune  (see  also  Gordon 
Getty  et  al.)  Eugene:  London.  62. 
Divorced,  widowed;  4  children  by 
first  wife,  1  by  second.  Third  son  of 
late  oil  baron  Jean  Paul  Getty  (d. 
1976).  Ran  Getty  Oil  Italian  opera- 
tions; got  into  Sixties  counterculture, 
drugs.  Divorced  wife  Gail  1964,  mar- 
ried actress  Talitha  Pol  1966.  Both 
became  drug  addicts;  she  died  of  her- 
oin overdose  1971.  Namesake  son 
from  first  marriage  kidnapped  1973; 
ear  cutoff  before  grandfather  (J.  Paul) 
finally  paid  ransom.  After  Talitha's 
death,  Eugene  became  virtual  recluse; 
developed  health  problems.  Friend: 
"He  held  himself  responsible  for  Ta- 
litha's death."  Recovered;  with  new 
companion,  out  and  about.  Cricket 
enthusiast,  holds  matches  at  Wormse- 
ly,  2,500-acre  estate  outside  London; 
big  collection  rare  books.  Yacht  Ta- 
litha G.  rebuilt,  reported  cost  $20 
million.  Major  philanthropist  Great 
Britain;  may  have  given  away  over 
$200  million  in  last  decade;  made 
Honorary  Knight  Commander  of 
British  Empire  for  $63  million  dona- 
tion to  National  Gallery  1985.  In- 
come beneficiary  of,  partially  controls 
$  1 .2  billion  trust.  Children  share  con- 
trol. Son  Mark:  London.  34.  Married. 
Involved     in     business  ventures. 
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Daughter  Ariadne:  Los  Angeles.  32. 
Married  to  actor;  2  children.  Also 
born  of  father's  first  marriage.  Tara 
(Talitha's  son):  London,  but  travels  a 
lot;  26;  single;  graduated  agricultural 
college.  Eugene's  other  children, 
daughter  Aileen,  HIV-positive,  and 
namesake  son,  J.  Paul  III,  mute  and 
paralyzed  1981  after  stroke  and 
drug/alcohol  abuse,  not  believed  ac- 
tive in  controlling  trust. 


Alpheus  Lee  Ellis 

Banking,  real  estate.  Tarpon  Springs, 
Fla.  88.  Widowed,  1  daughter.  Start- 
ed New  Year's  Day  1920  cleaning 
spittoons  for  $8  a  week  in  dad's  Ala- 
bama bank.  To  Florida  1925;  stayed. 
Bought  control  Sarasota  State  Bank 
1943;  president  until  1946.  With  wife 
acquired  81  bank  branches  in  Florida. 
Merged  Ellis  Banking  Corp.  with 
NCNB  1984  for  4  million  shares,  guar- 
antee of  lifetime  job.  ncnb  merged 
with  c&s/Sovran,  acquired  others, 
now  NationsBank  Corp.  Ellis  still  se- 
nior chair  of  subsidiary  NationsBank 
of  Florida.  "I  don't  do  anything  but 
work.  I  used  to  play  golf.  I  made  a 
hole  in  one  once,  so  I  quit."  Keeps 
close  tabs  on  his  money,  which 
Forbes  estimates  near  $525  million. 


William  Gordon  Bennett 
William  Norman  Pennington 

Ex-partners.  Circus  Circus.  Bennett: 
Las  Vegas.  69.  Married,  2  children. 
Pennington:  Reno.  71.  Widowed,  re- 
married; 2  children.  Bennett  was 
Navy  bomber  pilot  WWII.  Later 
managed  Del  Webb's  Nevada  opera- 
tions for  5  years.  Partnered  slot  ma- 
chine vendor  Pennington  to  buy  Cir- 
cus, then  a  rundown  hotel.  Rebuilt  as 
casino,  targeting  Middle  America  and 
families.  Concept  took  off.  Going  in- 
ternational, but  going  slow  recently: 
"And  most  of  your  good  casino 
chains  are  doing  the  same  thing." 
Casinos  currently  under  construction 
Reno;  Miss.;  La.  Operates  8  Nevada 
casinos;  but  even  with  opening  of 
Luxor  casino  last  October,  results 
characterized  as  "anemic."  Circus 
target  of  merger  speculation  this  sum- 
mer; stock  recently  less  than  half  of 
annual  high.  Pennington  retired 
1988;  enjoys  boating,  horseback  rid- 
ing. Both  philanthropic.  Bennett  tra- 


Why  An  Ascot  Chang 
Shirt  Is  One  Of  The 
Best  In  The  World... 


Fabrics: 

2,500  selections.  From  2x2  100's 
Egyptian  to  2x2  200's  Swiss  poplin. 

Stitching: 

Special  needles  create  an  almost 
invisible  22  stitches  per  inch. 
Other  makers  are  satisfied  with  16. 

Seams: 

All  single  needle  French  seams  for 
a  neater  classic  look. 

Buttons 

Only  mother  of  pearl.  Hand  picked 
and  matched.  Wok  shaped  bottoms 
for  easy  access. 

Collar  Styles: 

Unlimited.  Every  collar  is  designed 
and  built  to  the  client  specific  need. 

Cuff  Options: 

15,  to  begin  with. 

Measurements: 

Just  the  collar  alone  takes  7. 
There  are  31  in  all. 

Body  Reading: 

The  most  critical  aspect  of  custom 
shirt  making.  An  art. 

Trained  Fitters: 

On  premise-minimum  20  years 
experience  in  every  store. 

Referrals: 

10%  of  our  new  business  comes 
from  laundry  recommendations. 

Guarantee: 

The  same  for  50  years.  Satisfaction. 

Pricing: 

$80.  to  $400. 

Perhaps  The  Best? 

ascot  owe 

A  Gentleman's  Shirtmaker 

7  WEST  57TH  STREET 
NEW  YORK,  NEW  YORK,  10019  212-759-3333 
9551-9553  WILSHIRE  BLVD. 
BEVERLY  HILLS,  CA.  90211  310-550-1339 


OVER  $500,000,000 


America's  richest  welsher? 

"This  is  to  advise  you  of  when  I  personally  have  a  net  worth  of  $400,000,000, 
which  I  anticipate  will  be  in  about  four  years,  I  will  pay  in  cashier's  check  to  you  the 
sum  of  $1,000,000."  So  wrote  Ted  Turner  (see  p.  126)  in  September  1978  to  his 
then-friend  Andrew  Goldman,  a  Scarsdale,  N.Y.  investor.  It  took  a  bit  longer  than  4 
years,  but  in  1984  Forbes  found  that  much,  and  Goldman  sent  Turner  a  letter  of 
congratulations  after  reading  The  Forbes  Four  Hundred  issue  that  year.  Turner  didn't 
pay,  and  Goldman  eventually  sued — but  too  late.  In  February  a  U.S.  District  Court 
judge  ruled  the  statute  of  limitations  had  expired.  The  court  noted:  "We  have 
studied  the  matter  at  length,  reminded  that  for  such  as  J.P.  Morgan  and  William 
Randolph  Hearst,  who  preceded  this  defendant  in  financial  and  media  leadership  of 
the  nation,  their  word  was  their  bond.  If  the  precept  has  changed  ...  it  may  well  be 
our  loss  as  well  as  the  plaintiff 's."  Goldman  intends  to  appeal. 


ditionally  known  as  tough  boss  who 
won't  quit,  but  resigned  amid  internal 
controversy  August  1994.  Bennett's 
shares,  other  assets  worth  $515  mil- 
lion; Pennington  estimated  some 
$480  million. 


Peter  Benjamin  Lewis 

Progressive  Corp.  Beachwood,  Ohio. 
60.  Divorced,  3  children.  Born  Cleve- 
land. Father  cofounder  Progressive 
Corp.  Peter:  Princeton  1955;  joined 
firm  and  married  same  year.  Special- 
ized in  auto  insurance.  Unconven- 
tional; began  insuring  high-risk  driv- 
ers rejected  by  other  companies:  "Ac- 
cidents are  a  better  predictor  of  future 
•  undents  than  speeding  tickets.'1  In 


1970s  gave  managers  autonomy;  paid 
above  industry  average.  Consumer 
focus:  Immediate-Response  claim 
service;  gives  fast  read  over  phone  on 
own,  competitors'1  rates.  Democrat. 
Shares  recently  $515  million.  Philos- 
ophy: "To  be  very  clear  about  my 
values  and  objectives,  and  to  work 
harder  than  anybody  else." 


Barbara  Hall  Marshall 
Elizabeth  Ann  Reid 

Siblings.  Hallmark  Cards.  Daughters 
of  Joyce  Hall,  the  preacher's  son  w  ho 
virtually  singlehandedly  created  the 
quintessentially  American  industry  of 
manufactured  sentiment.  Started 
Hallmark  Hall  of  Fame  television  se- 


ries 1951;  first  brought  Shakespeare, 
other  classics  to  networks:  "  The  sun 
I  pie  truth  is  good  television  is  good 
business."  Died  1982;  son  Donald 
(which  see)  now  Hallmark  chairman; 
sisters  not  involved  in  company:  "just 
plain  Midwest  folk  who  happen  to  be 
the  progeny  of  a  genius."  Barbara: 
Kansas  City,  Mo.  71.  Widowed,  2 
children.  Design  critic.  "She  looks 
like  any  midwestern  lady  who  shops  at 
Saks."  Elizabeth:  Denton,  Tex.  72. 
Divorced,  5  children.  Reclusive.  Sis 
ters  share  one  third  Hallmark,  worth 
estimated  $500  million  each. 


Michael  Rubens  Bloomberg 

Financial  news.  NYC  52.  Divorced;  2 
daughters.  Johns  Hopkins  (engineer- 
ing/physics), Harvard  Business 
School.  Salomon  Brothers  processing 
clerk  1966.  By  1971  head  of  equity 
trading,  sales;  lost  power  struggle,  left 
1981  with  some  $20  million.  Devel- 
oped computerized  data  service  for 
Treasury  bond  traders;  Merrill  Lynch 
bought  30%.  Business  took  off; 
42,000  Bloomberg  terminals  offer 
vast  amounts  instant  data.  Adding 
video,  audio;  NYC  business  news  radio 
station  (which  is  gaining  points  in 
ratings).  Also  24-hour/day  satellite 
and  cable  all-news  TV;  starting  Sunday 
newspaper  supplement.  Doesn't  have 
secretary,  partly  because  "it  impedes 
access  to  clients  and  customers."  Esti- 
mated net  worth  at  least  $500  million. 


Claude  B.  (Doc)  Pennington 

Oil,  gas.  Baton  Rouge,  La.  94.  Mar- 
ried; only  son  killed  in  oil  rig  accident 
1958;  3  grandchildren.  Labored  sum- 
mers in  Louisiana  oilfields.  Joined 
father  1925  as  optometrist;  hated 
profession;  closed  clinic  day  after  fa- 
ther's death;  returned  to  oilfields.  On 
leased  land  made  first  known  oil  dis- 
covery east  of  Atchafalaya  River;  trad- 
ed leases,  bought  Port  Hudson  prop- 
erties mid-1950s;  deep  drilling  began 
1970s.  Local  banks'  favorite  deposi- 
tor: Rumored  to  have  over  $100  mil- 
lion cash.  Gave  lsu  $125  million  for 
nutrition  center:  Ardent  believer  in 
healthfulncss  of  peanut  oil,  vitamins 
E,  C.  "Someday  I'm  going  to  be  an 
old  man.  I'd  like  for  science  to  pro 
long  my  health."  Working  so  tar. 
Estimated  worth  $500  million. 
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01994  J  P  Morgan  &  Co.  Incorporated 


Shirts  look  better  after 
they've  been  taken 
to  the  cleaners. 
On  the  other  hand, 
there's  your  portfolio 
after  taxes. 


Every  portfolio  should  carry  a  warning  label:  "Shrinkage  may  occur.  Do  not  invest  without 
considering  latest  tax  ramifications."  Little  wonder  Morgan  advisors  have  developed  a 
unique,  new  approach  to  managing  assets  for  higher  after-tax  returns.  It  starts  with 
Morgan's  proven  equity  research.  Then,  using  a  proprietary  technology,  we  pinpoint 
tax-efficient  trades  and  build  the  portfolio  that'll  be  most  continuously  profitable  after 
taxes  for  you.  Based  on  your  investment  goals.  And  your  tax  profile.  There's  nothing 
like  custom  tailoring.  If  you  have  assets  of  $5  million  or  more,  call  Richard  B. 
Jones  at  (213)  489-9339  or  call  George  W.  Rowe  at  (415)  |T)l\/fAf» 
954-3200,  J.P.  Morgan  California.  Private  Banking  J  A  IVIOI 

New  York,  Wilmington,  Del.,  Chicago,  Palm  Beach,  Los  Angeles,  San  Francisco,  Brussels,  Frankfurt,  London,  Madrid,  Milan,  Nassau.  Paris,  Geneva,  Hong  Kong,  Singapore,  Tokyo 


mc  runotj  ruun  nununtu 

OVER  $500,000,000  


A  home  team 

Muriel  Kauff man  hopes  to  see  through  her  late  husband  Ewing  Kauff man's  plan  to  bequeath  the  Kansas  City  Royals  baseball  team 
to  his  community.  Kauffman,  who  founded  Marion  Labs  and  was  a  major  K.C.  philanthropist,  wanted  to  set  up  a  charitable  trust  to 
manage  the  team  and  sell  it.  The  sale  proceeds  would  go  to  local  charities.  The  IRS  has  yet  to  approve  the  plan. 


John  Arrillaga 
Richard  Taylor  Peery 

Partners.  Real  estate.  Palo  Alto,  Calif. 
John:  57.  Married,  1  son,  1  daughter. 
Son  of  Basque  produce  wholesaler; 
earned  Stanford  basketball  scholar- 
ship, third-team  All-America;  became 
real  estate  broker.  Richard:  54.  Mar- 
ried, 3  sons,  1  daughter.  Son  of  Bank 
of  America  honcho;  M.B.A.  Stanford; 
managed  Dad's  ragtag  Bay  Area  real 
estate.  Despite  opposite  backgrounds 
(don't  socialize),  Dick  impressed  by 
John's  dealmaking  powers;  teamed 
up  1967.  Foresaw  Silicon  Valley;  easy 
Bank  of  America  financing;  bought 
farms  cheap,  built  top-notch  office 
space.  Sold  some  top  of  1980s  mar- 
ket, built  more  office  space.  Thou- 
sands of  acres  undeveloped,  awaiting 
upturn.  John:  master  salesman,  vi- 
sionary architect.  Poured  $50  million 


into  200-acre  private  preserve  (man- 
made  lakes,  pavilions,  70,000  new 
trees);  personally  assists  landscapers. 
Dick:  Tough  businessman,  writes 
leases,  minds  books.  Outdoorsman, 
devout  Mormon.  Odd  couple's 
worth  some  $1  billion,  split  50-50. 


Muriel  Kauffman 

Inheritance.  Mission  Hills,  Kans.  70s. 
Four  times  widowed,  1  daughter;  2 
stepchildren  adopted  by  late  hus- 
band. Toronto  native.  Eighteen  when 
father  died,  brother  off  to  war;  ran 
family  law  office,  insurance  firm,  real 
estate.  McMaster  University,  Hamil- 
ton, Out.  In  1962  married  Ewing  M. 
Kauffman,  founder  Marion  Labs 
(now  Marion  Merrell  Dow),  owner 
K.C.  (baseball)  Royals;  died  of  bone 
cancer  1993;  left  50%  of  estate  to  her, 


much  of  rest  to  foundation.  Muriel 
big  supporter  arts  (State  Ballet  of 
Missouri,  NYC's  Metropolitan  Muse- 
um of  Art).  "She's  known  for  making 
shocking  statements,  and  making 
them,  well,  loudly."  Muriel's  founda- 
tion, for  arts,  to  receive  her  assets, 
estimated  $500  million. 


Dirk  Edward  Ziff 
Robert  David  Ziff 
Daniel  Morton  Ziff  * 

Brothers.  Publishing.  Grandfather 
William  Ziff  WWI  aviator,  noted  lec- 
turer, author,  cofounded  Ziff-Davis 
1927;  died  1953.  Son  William  Jr., 
then  24,  now  64,  took  over.  Bought 
out  Davis;  expanded  into  upwardly 
mobile  niches:  Car  &  Driver,  Boat- 
ing, Yachting  etc.,  ultimately  some  35 
magazines,  6  TV  stations.  Sold  maga- 
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Tm  arriving  tomgkt  anc 
to  pack.  How  muck 


I  kave  no  time 
lave  to  kringf?" 


How  muck  would  you  like  to  bring?  Our  valets  can  press  your  suit — or  a  week's  worth  of  them —  i 
in  hour.  Our  spacious  rooms  offer  hairdryers  and  thick  rohes;  our  health  cluhs,  gear  from  running  J|J*^ 

korts  to  aerohics  shoes.  And  our  24-hour  concierges  are  poised  to  provide  anything  you  intended  to  ^*r^ 

ring,  hut  didn't — from  a  sales  presentation  on  a  disk,  to  a  hest-seller.  Hard  cover  or    jTQjjR  SEASONS  HOTELS 

idiotape.  In  this  value-conscious  era,  the  demands  of  business  demand  nothing  less. 

3r  reservations,  phone  your  travel  counselor  or  call  Four  Seasons  at  1-800-332-3442. 


Four  Seasons  •  Regent 
hotels  and  resorts 


Four  St 


our  oeagona 


•  Regent.  Defining  the  arl  of  service  at  46  hotels  in  1Q 


countries. 


OVER  $500,000,000  


Back  in  circulation 
Teresa  Heinz  (see  p. 
194),  widow  of  U.S.  Sena- 
tor John  Heinz  III 
(R-Pa.),  is  frequently 
out  and  about  with 
Senator  John  Kerry 
(D-Mass.)  these  days. 
The  two  are  dating.  Here 
they  attend  a  1993 
Capitol  Hill  luncheon 
with  Mikhail  Gorbachev. 


zines  while  fighting  cancer  1980s; 
stations  for  about  $100  million  1983; 
12  trade  magazines  to  Rupert  Mur- 
doch (which  see)  for  $350  million;  12 
consumer  magazines  to  CBS  for  $363 
million  1985.  Ziff  kept,  built  up, 
computer-related  titles:  PC  Magazine 
(largest  computer  magazine),  PC 
Week,  PC/Computing;  considered 
among  strongest  in  business.  Parent 
company  Ziff  Communications,  $1 
billion  1994  sales,  also  owns  Inter- 
change (prototype  for  new  on-line 
service);  Information  Access  Co. 
(provides  data  to  on-line  systems); 
computer  trade  show  operator.  Ziff, 
cancer  in  remission,  retired  1993,  giv- 
ing day-to-day  control  to  Eric  Hip- 
peau,  chairman,  ceo.  Three  sons  own 
90%  Ziff  Communications;  relatives 
own  rest.  In  June  sons  put  company 
up  for  sale;  hoping  to  get  $2  billion  to 
$3  billion.  Proceeds  to  go  to  new 
investments.  All  3  single,  NYC.  Dirk, 
30,  Columbia,  Harvard  M.B.A.; 
started  Ziff  Brothers  Investments 
1993  to  invest  family  money.  Robert, 
28,  Harvard,  Cornell  law;  formerly 
vp/strategic  planning  Ziff  Commu- 
nications, now  with  Ziff  Brothers. 
Daniel,  22,  Columbia  student.  Share 
estimated  $1.5  billion  or  more. 


Ralph  Lauren 

Apparel.  NYC.  55.  Married,  3  children. 
Born  in  Bronx,  son  of  Russian  immi- 
grant. High  school  ambition:  "mil- 
lionaire." Some  college;  clerked  at 
Alexander's,  Brooks  Brothers.  With 
$50,000  started  Polo,  Inc.,  menswear 
company,  1967.  Sparked  wide-tie  fad 
late  1960s.  Womenswear  1971.  Near 
bankruptcy  1972,  preppy  boom  saved 
him.  Big  profits  licensing  Polo  name 
to  slew  of  products:  boyswear,  per- 
fume, jewelry,  home  furnishings  etc. 
Opened  145  Polo/Ralph  Lauren 
stores;  now  130.  Recently  sold  28%  to 
Goldman,  Sachs  for  $135  million; 
may  be  holding  back  some  royalty 
income.  Global  retail  sales  $3.9  bil- 
lion, mostly  licensed.  With  Polo,  Col- 
orado ranch,  houses  (around  N.Y., 
Jamaica)  worth  $500  million  or  more. 


John  D.  Rollings  worth 

Textile  machinery,  real  estate.  Green- 
ville, S.C.  76.  Divorced,  1  daughter. 
From  1942,  John,  wife  Ella  (d.  1984) 
promised  service  within  48  hours  of 
textile  mill  call  as  John  D.  Hollings- 
worth  on  Wheels.  Raised  productivity 
tenfold  with  better  yarnmaking  wire, 
carding  machines;  ruthlessly  protect- 


ed virtual  monopoly  on  wire  but  now 
down  to  estimated  70%  market.  Also 
related  machinery  from  mid-1970s. 
Bought  prime  acreage  Greenville, 
elsewhere.  Severe  family,  IRS  prob- 
lems 1960s.  Diagnosed  paranoid 
schizophrenic;  used  as  defense  against 
IRS.  Lived  in  trailer  on  plant  grounds 
since  1964.  "I  don't  think  he's  sold  a 
piece  of  property  in  his  life."  Textile 
business  tough;  has  cut  workers.  But 
still  estimated  $500  million  or  more. 


Louis  Larrick  Ward  and  family 

Russell  Stover  Candies.  Kansas  City, 
Mo.  75.  Married,  3  children.  Stan- 
ford, Navy  WWII;  bought  small  paper 
box  company  1950.  One  customer 
was  Russell  Stover.  Bought  control 
for  $7.5  million,  took  public  1960. 
"There  are  only  so  many  ways  you  can 
put  chocolate,  butter,  cream,  eggs, 
milk,  fruit  and  nuts  together — the  real 
competition  is  in  the  packaging."  In- 
troduced automatic  packaging,  econ- 
omies of  scale  to  boxed  chocolate; 
spread  fixed  costs  over  huge  volume. 
Took  private  1981.  "Bottom-line 
businessman"  may  have  80%  share  in 
groceries,  drugstores.  Had  stroke 
April  1993,  1  month  after  children 
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M 

iUDEMARS  PlGUET 

The  master  watchmaker. 


Escape  from  the  humdrum. 


Make  the  break.  Make  it  with  the  Royal  Oak,  the 
one  watch  internationally  recognized  by  an  octagonal 
porthole  locked  tight  by  eight  white  gold  bolts. 


Neiman  Marcus 


int.  runpca  ruun  nununm 

OVER  $500,000,000   • 


Passing  the  chocolate  baton 
After  suffering  a  stroke  last  year, 
Louis  Ward  (see  p.  218)  ceded  the  man- 
agement of  Russell  Stover  Candies  to 
sons  Scott  and  Tom.  With  it  came  the 
valuable  Whitman's  brand,  which  he  had 
bought  in  March  1993  from  Pet  Inc.  for 
$12  million  cash  and  up  to  $22  million 
from  future  earnings.  He  seems  to 
have  trained  his  sons  well:  With  roughly 
$400  million  in  sales  (wholesale), 
Russell  Stover  remains  the  over- 
whelming leader  in  mass-market  boxed 
chocolates.  Estimated  retail  market 
share— 80%. 


bought  Whitman's  brand  name.  Sons 
running  business.  Net  worth  estimat- 
ed over  $500  million. 


Lawrence  Fisher 
Zachary  Fisher 
and  families 

Brothers.  Real  estate.  NYC.  Larry,  84. 
Zachary,  83.  Each  married,  1  child. 
Third-generation  New  York  real  es- 
tate family.  Larry:  "We've  been  in 
business  over  100  years."  As  teens, 
bought  Philadelphia  bank  building 
1926,  then  built  Queens  apartments 
1930s-40s.  Moved  into  Manhattan 
office  market — ran  midtown  office 
towers — 1960s.  Now  over  6  million 
square  feet  in  5  class  A  buildings  NY<  , 
including  Westvaco  Building,  Park 
Ave.  Plaza,  Burlington  House.  In 
1980s  moved  excess  cash  into  stocks; 
got  $60  million  from  runs  on  Disney, 
CBS;  today  firm's  top  executives  have 
Quotrons  on  desks.  Last  year 
emerged  as  bidders — assembled  by 
Governor  Mario  Cuomo — for  trou- 
bled New  York  Post.  Dropped  out: 
services  not  needed  to  save  paper. 
Zachary:  has  given  millions  to  convert 
aircraft  carrier  Intrepid  into  floating 


museum.  Also  Zachary  and  Elizabeth 
Fisher  Armed  Services  Foundation 
scholarships  to  family  members  of 
servicemen  killed  in  1983  Beirut 
bomb  blast,  $25,000  to  family  of 
each  person  lolled  in  explosion  on 
U.S.S.  hnva.  Larry:  active  in  NYC 
Police  and  Fire  Department  chari- 
ties; avid  baseball  fan.  Lawrence, 
Zachary  share  fortune  estimated  $1 
billion  or  more. 


John  Thomas  Lupton 
Elizabeth  Lupton  Davenport 

Siblings.  Coca-Cola  bottling.  Grand- 
father John  T.  (d.  1933)  got  rights  to 
distribute  Coke  1899.  Used  part  of 
patent  medicine  fortune  to  finance 
early  Coke  bottling  plants.  Father 
Thomas  Cartter  bought,  sold  Coke 
franchises  at  frenzied  pace.  John: 
Lookout  Mountain,  Term.  68.  Mar- 
ried, 4  children.  "Jack"  started  1954 
as  chief  botde  washer;  ran  family's 
Great  Western  Coca-Cola  Bottling 
Co.  after  father's  death  1977;  board 
member  until  1983.  gwcc  became 
largest  U.S.  Coca-Cola  bottler.  Jack: 
"Surround  yourself  with  some  damn 
good  people  and  let  those  people  have 


real  responsibility."  Sold  to  Coca- 
Cola  1986  for  pretax  $1.4  billion. 
Major  figure  in  revitalizing  down- 
town Chattanooga;  big  supporter 
$45  million  freshwater  aquarium, 
$16  million  museum  for  children. 
Built  golf  course.  Elizabeth:  Lookout 
Mountain,  Term.  61.  Divorced,  re- 
married; 3  children.  Lives  quiedy. 
Husband  R.B.  Davenport  III  major- 
ity shareholder  of  Krystal  Co.,  fast- 
food  chain.  Brother  and  sister  each 
estimated  at  $500  million  or  more. 


Patrick  Joseph  McGovem 

Publishing.  Nashua,  N.H.  57.  Di- 
vorced, remarried;  4  children.  Built 
Tic-Tac-Toe  machine  10th  grade; 
won  scholarship  to  MIT,  studied  bio- 
phvsics,  computer  science.  Worked 
briefly  for  first  computer  magazine 
(Computers  and  Automation); 
launched  International  Data  Group 
1964  as  computer  census  service. 
Started  flagship  (and  biggest  revenue 
generator)  Computerworld  maga- 
zine 1967.  Grew  15%-30%  annually; 
now  45  million  readers  of  215  publi- 
cations. Growing  in  Asia,  Latin  Amer- 
ica; also  5  publications  Russia:  "We 
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Red  Baron's 


2500  Lots  of  Important  Architectural  Antiques, 
Collectibles  and  Decorative  Arts  to  be  sold  at 
No  Minimum  and  No  Reserve. 


36m  Auction 

October  2<?  &->  30,  IQQ4 

For  a  FREE  color  catalog,  contact:  Red  Baron's  Dept.  O 
6460  Roswell  Road,  Atlanta,  Georgia  30328 
(404)252-3770  Fax  (404)257-0268 


arc  making  billions,  but  they  arc  ru- 
bles.11 Employees  own  35%  of  compa- 
ny. Lives  modestly;  wealth  estimated 
somewhat  immodest  $500  million. 


Raymond  J.  Noorda 

Novell  Inc.  Provo,  Utah.  70.  Mar- 
ried, 3  children.  Grew  up  in  Utah;  U. 
of  Utah.  GE.  Computer  engineer. 
Then  CEO  power  supply  systems  mak- 
er; turned  around,  sold  1981.  Joined 
tiny,  troubled  Novell  1983.  Found 
innovative  networking  software. 
Runs  ahead  of  Microsoft's  loud  foot- 
falls: joint  ventures,  acquisitions,  e.g., 
AT&T's  Unix  System  Labs  1993,  fill 
gaps  in  world's  biggest  network 
firm — 57%  market  share.  Chairman 
Noorda  instills  "Mormon  work  eth- 
ic," patience.  Acquired  WordPerfect, 
Borland  (Quattro  Pro  spreadsheet) 
this  year:  Bill  Gates,  take  note, 
i Noorda  recently  worth  $500  million. 


Thomas  Stephen  Monaghan 

Domino's  Pizza.  Ann  Arbor,  Mich. 
57.  Married,  4  daughters,  one  is  com- 
pany spokeswoman.  Fatherless  at  4, 
raised  with  brother  in  Catholic  or- 
phanage: "It  was  like  a  prison."  Ex- 
pelled from  seminary;  joined  Marines. 
With  brother,  $500  loan,  bought  piz- 
zeria Ypsilanti,  Mich.  1960.  Traded 
VW  for  brother's  share  1961.  Started 
"30-minute  delivery"  system,  built 
giant  chain.  Lately,  troubles:  closed 
100  stores  1993,  sales  dipped  to  $2.2 
billion  at  500  company  stores,  4,600 
franchises.  Sold  Detroit  (baseball)  Ti- 
gers to  rival  Michael  Hitch  (which  see) 
1992.  Other  assets,  e.g.,  Frank  Lloyd 
Wright  designs,  sold  at  "fire-sale" 
prices.  But  expanding  overseas:  Mexi- 
co big.  Estimated  over  $500  million. 


Michael  Hitch 

Pizza.  Detroit  area.  65.  Married,  7 
children.  Son  of  Macedonian  immi- 
grants, opened  Little  Caesar's  pizza 
parlor  with  wife,  Garden  City,  Mich. 
1959.  Added  second  1961,'  started 
franchising  1962;  saw  chain  possible. 
By  1967,  50.  Started  high-voltage  ad 
campaigns:  "Pizza!  Pizza!  Two  great 
pizzas!  One  low  price,"  1976.  Main 
rival  of  Domino's:  1993  sales  $2.15 
billion;  estimated  3,500  franchisees, 
1 ,200  company  stores.  Opened  stores 
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There  isn't  a  better  cigar 
anywhere  in  the  world. 

Even  from 
you-know-where, 


The  legendary  Davidoff. 

In  all  sizes  and  shapes. 

Each  one  perfectly  made. 

Cigar  after  cigar  after  cigar. 

Consistent  quality 

The  finest  tocacco. 

When  you  pay  for  the  very  Pest 
you  should  get  nothing  less. 

We  won't  compromise 
on  quality 
Why  should  you9 


Shown 

Davicioll  Amversono  A 
*2  cigar  S14  75  Jiff 

For  catalog  " 
orders  call  - 
1-800-328-4365  /J*"/. 


DAVIDOFF  OF  GENEVA  INC 
535  Madison  Avenue  at  54th  Street  New  York 
212-751-9060  or  800-548-4623 
232  Via  Podeo.  North  Rodeo  Drive.  Beverly  Hills 
310-278-8884  or  800-328-0039 

For  those  who  are  obsessed  with  quality 


GENEVA.  ZURICH,  LONDON,  AMSTERDAM,  BRUSSELS,  PARIS,  FRANKFURT  HONG  KONG.  SINGAPORE  BANGKOK 
KUALA  LUMPUR,  TOKYO  MONTREAL,  TORONTO  NEW  YORK,  BEVERLY  HILLS 


inc  runoco  ruun  nununcu 

OVER  $400,000,000 

Designing  a 
corporate  machine 
Phillip  Frost's  (see 
p.  234)  Ivax  Corp.  (he  is 
shown  here  with  one  of 
its  pill-sorting 
machines)  wants 
to  acquire  Zenith 
Laboratories. 
The  $594  million 
stock  swap  would  give 
Ivax  broader  product 
distribution  and 
market  clout,  making 
it  the  world's  largest 
producer  of  generic 
pharmaceuticals. 


Czech  Republic  and  Slovakia  1993. 
Owns  Detroit  (hockey)  Red  Wings; 
bought  Detroit  (baseball)  Tigers 
from  rival  Tom  Monaghan  ( which  see) 
1992;  pledged  $175  million  for  new 
stadium.  Other  Detroit  interests.  Es- 
timated $500  million. 


Patrick  George  Ryan 

Insurance.  Winnetka,  111.  and  Lake 
Geneva,  Wis.  57.  Married,  3  sons.  Son 
of  Milwaukee  Ford  dealer;  North- 
western football  scholarship.  Sold 
Penn  Mutual  insurance;  founded  own 
company  1964:  sold  insurance 
through  car  dealers  for  percentage. 
Revenues  hit  $560  million  1982. 
Merged  into  Combined  International 
Corp.;  name  changed  to  Aon  Corp. 
Built  broad-based  life,  health,  casual- 
ty, property  reinsurance  firm;  broker- 
age/consulting operations,  the  Rol- 
lins Hudig  Hall  Group,  world's 
burth  largest  of  its  kind.  With  wife, 


founded  Pathway  Center  for  Chil- 
dren; treats  neurological  and  learning 
disabilities.  Owns  20%  Chicago  ( foot- 
ball) Bears.  "Very  straightforward, 
no-nonsense  kind  of  guy.1'  Estimated 
net  worth  at  $490  million. 


Allen  Kent  Breed 

Air  bags.  South  Padre  Island,  Tex.  67. 
Thrice  divorced,  remarried;  6  chil- 
dren. Son  of  Chicago  doctor;  engi- 
neering, Northwestern.  Started  first 
company  1957,  making  safety  and 
arming  devices  for  munitions.  Dis- 
putes with  board;  resigned.  Formed 
Breed  Corp.  1961,  making  safety  and 
arming  devices.  Lean  times  early 
1970s.  Already  had  technology  for 
sensors  for  nascent  air  bags.  Detroit 
response  mediocre.  Met  fourth  wife, 
Johnnie,  in  1985  at  Pritikin  Longev- 
ity Center  after  heart  attack  1984:  "I 
thought,  '[Allen]  has  got  to  be  the 
most  optimistic   person   I've  ever 


met.'  "  Johnnie:  had  own  successful 
business;  married  Allen  1987;  helped 
build,  finance  Breed  Technologies. 
Safety  laws  fueled  new  air  bag  de- 
mand. Allen  worth  $485  million. 


Monroe  Gary  Milstein 

Burlington  Coat  Factory  Warehouse. 
Burlington,  N.J.;  Manhattan.  67. 
Married,  3  sons.  Cousin  to  NYC  real 
estate's  Milstein  brothers  (Forbes 
Four  Hundred  dropouts  1992).  NYU 
1946.  Learned  business  from  gar- 
ment-district coatmaker  father,  who 
started  wholesale  operation.  Monroe 
bought  failing  factory  outlet  1972  for 
$675,000.  Mastered  art  of  discount 
retail:  huge  selection,  cut  costs,  low 
debt,  buy  ahead  for  big  factory  dis- 
counts. Took  Burlington  public 
1983.  Lost  1984  takeover  bid  Wood- 
ward &  Lothrop  to  Al  Taubman 
(which  see).  "I  think  we've  gotten 
greater  credibility  with  the  public  this 
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If  You  Like  Oversize  Woods, 
You'll  Love  Oversize  Irons. 

If  you  are  now  playing  with  an  oversize  metalwood,  you  know  why 
Greg  Norman  does.  Fantastic  distance.  Greater  accuracy.  More  confidence. 
Achieve  all  this  and  lower  your  score  even  more  with  full  sets  of  King  Cobra 
oversize  irons  and  metalwoods  designed  for  men,women  and  seniors. 
And  if  you  are  not  playing  with  oversize  clubs  yet,  maybe  it's  time. 

See  your  golf  professional  to  demo  King  Cobra  clubs  today.  \A 
Or  call  800-BAFFLER.  / 


4lk 


Greg  Norman 

1993  British  Open  Champion 
#/  in  Total  Driving 
Uses  9°  King  Cobra 


•'"X 


King 


p  1993  Cobra  Golf,  *w3 


OVER  $400,000,000 


year  .  .  .  President  Clinton's  family 
shops  at  our  Arkansas  store."  Open- 
ing specialty  men's,  children's  stores. 
Milstein's  holdings  recently  worth 
$485  million. 


Perry  Richardson  Bass 

Oil,  investments.  Fort  Worth.  79. 
Married,  4  sons  (see  other  Basses). 
Nephew  of  oil  tycoon  Sid  Richardson 
(d.  1951).  Sid  started  with  $40  from 
Perry's  mother;  left  part  of  fortune  to 
Pern',  who  built  new  $50  million  oil 
empire.  Ceded  control  to  son  Sid 
1968;  Sid  joined  forces  with  Richard 
Rainwater  (which  see),  younger 
brother  Lee.  Now  Rainwater  on  his 
own,  and  Perry  joining  Sid  and  Lee  in 
deals:  with  Bass  partnership  Airlie 
Group,  has  taken  large  positions  in 
nearly  a  dozen  companies,  including 
RJR  Nabisco,  Beckman  Instruments, 
John  Wiley  &  Sons;  lobbied  for 
changes  (board  seats,  mergers).  Also 
cotrustee  for  entity  controlling  5.8% 
Walt  Disney,  recently  worth  $1.3  bil- 
lion. Pern'  share  of  pie  estimated 
$470  million. 


Richard  Alexander  Manoogian 

Masco  Corp.  Grosse  Pointe  Farms, 
Mich.  58.  Married,  3  children.  Arme- 
nian immigrant  father  Alex  founded 
screw  company  1929,  went  public 
1937.  Perfected  single-handle  Delta 
faucet  1954;  tremendous  profits. 
Now  93,  stock  going  to  family.  Rich- 
ard: after  Yale,  guided  company 
through  diversification  into  other 
metalworking  fields;  acquired  about 
100  firms  starting  early  1960s.  Masco 
Industries  spinoff  1984 — now 
MascoTech.  One  of  largest  U.S.  man- 
ufacturers of  home  building  and  im- 
provement products;  Manoogian  says 
he's  optimistic  for  future.  Major  art 
collector,  over  1 ,000  paintings,  most- 
ly 19th-century  American.  Stock,  art, 
etc.  estimated  around  $460  million. 


Gary  Campbell  Comer 

Lands'  End.  Chicago.  65.  Married,  2 
children.  Award-winning  copywriter 
Young  &  Rubicam  1952,  in  early  20s. 
"I  wanted  to  be  a  reporter,  but  the 
Chicago  Daily  News  turned  me 
down."  Competitive  sailor,  reached 
1968  Olympic  trials.  In  1962  became 
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salesman  for  small  Chicago  sailmak- 
ing  company.  Launched  Lands'  End 
1963  as  catalog  supplier  sailboat 
hardware.  Wrote  lively  if  small  cloth- 
ing section;  by  1977  clothing  com- 
pletely replaced  sailboat  equipment. 
Tried  dressier  lines,  dropped  1986: 
"It  was  developing  into  this  fashion 
business,  and  I  knew  I  didn't  want 
that."  Public  1986.  Sales  $870  mil- 
lion; 18.1  million  names  on  catalog 
mailing  list.  Comer's  stock,  etc.,  re- 
cently worth  $460  million. 


Michael  Robert  Milken 
Lowell  Jay  Milken 
and  families 

Brothers.  Junk  bonds.  Michael:  LA. 
48.  Married,  3  children.  Berkeley, 
Wharton  M.B.A.  Joined  Drexel 
Burnham  Lambert  1969;  built  into 
powerhouse  for  high -yield — 
"junk" — bond  financing,  fueled 
1980s  lbo  boom.  Salary,  bonus  $550 
million  1986  alone.  Squealed  on  by 
arbitrager  Ivan  Boesky;  pleaded  guilty 
to  6  felony  counts  securities  law  viola- 
tion. To  prison  1991;  released  after 
22  months  of  10-year  sentence.  Paid 
$900  million  settlement  to  govern- 
ment, creditors,  litigants.  Under 
treatment  for  prostate  cancer.  Set  up 
cancer  foundation.  Developing  edu- 
cational/entertainment cable  chan- 
nel, een  Communications  Network. 
Lectured  at  ucla's  Anderson  Gradu- 
ate School  of  Management:  deal  to 
sell  videotapes,  keep  95%  of  profit 
caused  furor;  cancelled.  Owns  LA-area 
commercial  property;  said  to  be  look- 
ing for  distressed  real  estate.  Trusts 
for  children  in  fund  set  up  to  buy  debt 
of  Heron  International  N.V.,  trou- 
bled owner  European  office  build- 
ings. (Other  reported  investors:  for- 
mer Drexel  clients  Rupert  Murdoch, 
casino  king  Steve  Wynn.)  After  settle- 
ment, with  family  trusts,  may  exceed 
$450  million — some  say  much  more. 
Brother  Lowell:  LA.  45.  Married,  3 
children.  Berkeley,  UCLA  Law  School. 
Joined  Drexel  1978;  became  Mi- 
chael's right-hand  man,  tax  planner. 
Lowell  involved  in  Drexel  partner- 
ships with  brother.  Michael's  deal 
with  prosecutors  on  guilty  pleas:  drop 
racketeering  charges  against  Lowell. 
Government  obliged.  Spends  time  on 
family  foundation.  Net  worth,  with 
family,  believed  at  least  $360  million. 


Bruce  Kovner 

Trading.  NYC.  49.  Married,  3  chil- 
dren. Writer's  block  on  Hanard  po- 
litical science  dissertation.  Drifted  6 
years:  drove  cab,  studied  harpsichord 
at  Julliard.  At  age  31  read  textbooks 
for  a  year,  began  trading  commod- 
ities, reportedly  using  $3,000  Master- 
Card line.  Made  $40,000  on  third 
trade.  Didn't  hedge:  lost  $23,000  in 
hours.  "I  thought  I  had  blown  my 
career."  Joined  Commodities  Corp., 
learned  from  veteran  Michael  Mar- 
cus: "He  taught  me  that  you  could  I 
make  a  million  dollars."  Started  own  I 
firm  (Caxton)  1983.  Stunning  re- 
turns: 87%  1985,  98%  1987.  Closed 
to  new  investors  1992.  Other  traders 
lost  big  first  half  1994,  Kovner  up  2%. 
Net  worth  may  be  over  $450  million. 
"But  I  never  bully  a  market." 


Jeremy  Maurice  Jacobs 

Sports  concessions.  East  Aurora,  N.Y. 
54.  Married,  6  children.  Father  Louis  I 
founded  sports  and  theater  conces-  I 
sionaire  Emprise  1915;  "Angel  of 
Baseball"  bailed  out  teams  1920s-  [ 
30s,  won  long-term  ballpark  conces-  I 
sion  contracts  (Detroit,  Milwaukee, 
Chicago,  etc.) — one  runs  to  year 
2000.  "Godfather  of  sports"  died 
1968.  Jeremy  diversified:  airport  con- 
cessions, horse  and  dog  tracks,  Bos-  [ 
ton  (hockey)  Bruins,  Boston  Garden  c 
(building  new  one),  visitor  services 
Yosemite    National    Park    (1992).  1 
Looked  at  buying  New  England 
(football)  Patriots,  Boston  (baseball) 
Red  Sox.  Wants  to  run  basketball  I 
arena  next  to  New  Orleans  Super-  I 
dome.  Pari-mutuel  hurting  from  in-Hi 
flux  of  casinos,  lotteries,  but  JeremyB 
still  estimated  at  least  $450  million.  H 

Lewis  Robert  Wasserman 

MCA.  Palm  Springs,  Beverly  Hills.  81  I 
Married,  1  daughter.  Hawked  candy  I 
in  Cleveland  movie  theater;  moved  tol-i: 
Chicago  for  Jules  Stein's  (d.  1981)1. 
Music  Corp.  of  America  1936.  Presi-f' 
dent  1946  at  33;  hobnobbed  withj 
Alfred  Hitchcock,  Ronald  Reagan. I 
Jimmy  Stewart.  Brought  dark  suits.Iiav 
dark  ties  and  Black  Tower  to  Holly-I  j 
wood.  Acquired  Universal  Studios!^ 
1962;  dropped  talent  agency  after | 
antitrust  investigation.  Turned  down  I  1 
lbj  offer  of  Secretary  of  Commerce!®' 
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/hoever  said  that  the  climb  to  the  top 
ould  be  lone  and  difficult? 


There  are  many  that  labor  long  and  hard  to 
chieve  an  upward  move  in  business.  And  a  few 
lat  rise  confidently  to  the  top. 

The  Citation  VII  is  among  the  few. 

It  will  climb  direct  to  43,000  feet,  quickly 
saving  other  midsize  jets  far  behind. 

It  is  certified  all  the  way  up  to  51,000  feet. 
)ver  a  mile  above  most  others  in  the  category. 

And  it  routinely  cruises  at  up  to  548  mph. 
aster  than  everything  else  in  its  category. 

As  you  relax  in  the  quiet  comfort  of  the 
litation  VII's  standup  cabin,  you'll  probably 


have  no  sensation  at  all  of  cruising  higher  and 
faster  than  almost  everyone  else  on  the  planet. 

But  when  you  look  out  at  the  open  sky,  you'll 
quickly  confirm  what  you've  known  all  along. 
Only  a  few  make  it  to  the  very  top. 

For  more  information,  call  Gary  W.  Hay, 
Senior  Vice  President  of  Marketing,  at 
1-800-4-CESSNA. 


Citation  V  1 1  ceJLS 


A  Textron  Company 


inc  runpco  ruun  nununcu 

OVER  $400,000,000  


Back  on  track 

Michael  Dell's  (see  p.  234)  personal  computer  company  has  regained  momentum. 
Scrapping  a  line  of  badly  designed  laptops  last  year  plunged  the  company  into  red 
ink  and  tanked  the  stock.  So  Dell  cut  costs  and  focused  on  higher-margin  prod- 
ucts—like PCs  powered  by  Intel's  Pentium  chip.  This  year,  despite  a  $21.8  million 
loss  from  speculative  derivatives  trading — a  practice  Dell  has  since  discontin- 
ued—earnings are  coming  back.  So  is  Dell,  onto  our  list. 


1965.  Later  picked  up  Geffen  Rec- 
ords (see  Geffen).  "Hollywood  God- 
father" sold  MCA  empire  to  Japanese 
giant  Matsushita  Electric  1990;  took, 
his  pile,  but  still  runs  things  from  same 
corner  office.  Believed  worth  around 
$450  million. 


Charles  C.  Butt  and  family 

Supermarkets.  San  Antonio.  56.  Sin- 
gle. Grandmother  started  small  gro- 
cery with  $60  to  support  sick  hus- 
band, 3  kids  in  Kerrville,  Tex.  1905. 
Her  son  Howard  (d.  1991)  renamed 
it  H.E.  Butt  Grocery  1944;  chairman 
to  1984.  Today  he  b  Foods.  Grand- 
son Charles  began  bagging  groceries 
age  8;  Wharton  1959.  h-e-b  presi- 
dent 1971.  Family  built  one  of  larg- 
est private  U.S.  supermarket  chains 
(1993  sales,  $4.4  billion).  Competes 
favorably  with  Kroger,  Albertson's 
(which  see).  Sign  in  office:  "The  price 


to  stay  here  is  always  equal  to  or 
greater  than  the  price  you  paid  to  get 
here."  Loyalty  expected,  but  "you 
have  to  earn  it."  Has  100%  voting 
control  H-E-B;  estimated  worth  $450 
million. 


Amar  G.  Bose 

Loudspeakers.  Wayland,  Mass.  64. 
Married,  2  children.  B.S./M.S.  1952, 
Ph.D.  1956  electrical  engineering 
MIT.  Born  Philadelphia  to  Indian  im- 
migrant. Began  research  at  MIT  on 
acoustics  1956.  Patented  new  audio 
technologies.  Started  Bose  Corp. 
1964.  First,  high-powered  amplifiers 
for  military.  Consumer  loudspeakers 
1968  led  field  qualitatively.  Intro- 
duced world's  first  factory-installed, 
acoustically  customized  car  stereo  sys- 
tem 1982:  first  Cadillac,  later  Mer- 
cedes, Audi,  Nissan  et  al.  Also  home 
theater  systems,  corporate  jets.  Sales 


(1994):  $500  million.  Reinvests  all 
profits  in  growth,  R&D.  Still  professor 
of  electrical  engineering  and  comput- 
er science  MIT.  Prof's  share  of  compa- 
ny estimated  over  $450  million. 


Caroline  Rose  Hunt  and  family 

Inheritance,  oil,  real  estate.  Dallas. 
71.  Twice  divorced;  5  children.  Sec- 
ond daughter  of  legendary  oilman  H. 
L.  Hunt  (see  also  Ray  Hunt).  After 
brothers'  (William,  Lamar,  Nelson) 
failed  silver  corner  1980,  she  and 
older  sister  (see  Margaret  Hunt  Hill) 
separated  their  holdings  1983.  Caro- 
line invested  in  luxury  hotels,  thrifts. 
Her  healthy  Southwest  Savings  took 
over  4  insolvent  thrifts  1988;  failed 
1990.  May  have  saved  taxpayers  mon- 
ey but  estimated  cost  still  over  $4.5 
billion.  Sold  most  domestic  oil  prop- 
erties for  about  $275  million  1990. 
Hotel,  other  real  estate  interests  pared 
down;  still  owns  swank  Dallas  hotels: 
part  of  Crescent;  lucrative  North  Sea 
oil  interests.  Caroline  said  to  live  fru- 
gally. After  all,  may  be  down  to  her 
last  $450  million. 


Albert  Lee  Ueltschi  and  family 

FlightSafety  International.  Irving, 
Tex.  77.  Widowed,  4  children.  At 
16,  paid  for  flying  lessons  by  opening 
hamburger  shop;  barnstormed 
around  country.  loined  Pan  Am 
1941,  flew  during  WWII.  Personal 
pilot  to  legendary  chairman  and  men- 
tor Juan  Trippe.  Founded  Flight- 
Safety  to  train  corporate,  private  pi- 
lots for  emergencies  using  flight  sim- 
ulators— but  kept  Pan  Am  job  until  FS 
went  public  1968.  Today  it  builds 
most  advanced  simulators.  Leading 
high-technology  training  company, 
with  40,000  pilots  trained  annually. 
Also  trains  business  aircraft  mainte- 
nance technicians.  Ueltschi,  family 
shares  recentlv  about  $450  million. 


Joseph  Reeves  Hyde  III 

Auto  parts.  Memphis.  51.  Divorced 
twice,  remarried;  2  children.  U.  of 
North  Carolina  1965.  Grandfather 
founded  Malone  &  Hvde,  supermar- 
ket wholesaler,  1907;  "Pitt"  Hyde  III 
president  1968,  age  26:  youngest 
head  of  a  NYSE  firm.  Expanded  into 
retail  drugs,  Piggly  Wiggly  supermar- 
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Moving  you  faster  through  airports 
is  hardly  foreign  to  us. 


Hettz#l  Club  Gold! 
The  standard  for  speed 
and  peace  of  mind 
worldwide. 

(T)very  business  day  throughout  the 
U.S.,  thousands  of  business  people 
trust  the  speed  and  consistency  of 
Hertz  #1  Club  Gold. 

(T)t  is,  after  all,  Hertz'  fastest  way  to 
rent  a  car.  No  waiting  in  long  lines.  No 
paperwork.  Nothing  to  slow  you  down. 

(A)nd  now  Hertz  #1  Club  Gold  has 
expanded  around  the  world.  In  fact, 
by  the  year's  end,  Hertz  #1  Club  Gold 
will  be  in  place  at  over  530  locations 
worldwide,  including  Europe,  Canada, 
Australia  and  New  Zealand. 

(s)o  you  can  expect  the  same  consis- 
tent service  as  only  the  world's  pre- 
mier car  rental  company  can  provide 
-whether  you're  travelling  to  Perth, 
Paris  or  Portland. 

(a)s  a  member  of  Hertz  #1  Club  Gold, 
you'll  also  be  part  of  a  vast  global  net- 
work dedicated  to  serving  you.  And 
no  matter  where  you  travel,  Hertz  #1 
Club  Gold  is  supported  by  more  than 
18,000  Hertz  employees  worldwide 
dedicated  to  treating  you  with  cour- 
tesy, knowledge  and  respect. 

(s)o  while  business  may  take  you  to 
many  different  countries,  with  Hertz 
#1  Club  Gold,  you  can  always  expect 
only  one  type  of  service.  The  best. 


Hertz  rents  Fords  and  other  fine  cars. 

•  REG.  U.S.  PAT.  oFEOIIFJtTZ  SYSTEM  INC.  1994/142-94 
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Glaxo.  On 
The  B  r  i  n  k  Of 
D  i  s  c  o  v  e  r  y. 


ILLIONS  OF  PEOPLE  LIVE 
IN  THE  SHADOW  OF  AN  ILLNESS 
FOR  WHICH  THERE  IS  YET  NO 
CURE.  BUT  THEY  LIVE  IN  HOPE. 
THE  HOPE  THAT  SOMEWHERE, 
SOMEHOW,  THERE  WILL  BE 
AN  ANSWER. 

Glaxo 

Research  &  Medicines 
AT  GLAXO,  WE  MAKE  MEDICINES. 

BUT  OUR  REAL  JOB  IS  TO 

FIND  THEM.  AND  OUR  SEARCH 

CONTINUES.  RELENTLESSLY. 

UNCEASINGLY.  THROUGHOUT 

THE  GLAXO  NETWORK 

OF  SCIENTISTS  COMMITTED 

TO  FINDING  ANSWERS.  AND 

MEDICINES.  HOPE  IS  REAL, 

THE  SEARCH  GOES  ON. 


mt  runnta  ruun  nununtu 

OVER  $400,000,000 

Good  suits 

In  1987  Forbes  Four  Hundred  members  and  Arkansas  residents  Sam  Walton  (at 
podium)  of  Wal-Mart,  Don  Tyson  of  Tyson  Foods  (above,  rear  center,  with  business- 
man Charles  Morgan  and  then-governor  Bill  Clinton)  and  Charles  Murphy  Jr.  of 
Murphy  Oil  founded  the  Arkansas  Business  Council  to  work  on  education  reform  in 
the  state.  They  brought  together  about  20  locally  powerful  businessmen,  includ- 
ing fellow  Four  Hundred  members  J.B.  Hunt  and  Jack  Stephens.  They  met 
secretly  at  first,  until  a  newspaper  columnist  who  caught  wind  of  the  meetings 
dubbed  the  group  the  "Good  Suit  Club."  The  council  worked  with  the  legislature  and 
Clinton  on  raising  the  corporate  income  tax  from  6%  to  6.5%  to  put  more  money 
into  education.  The  council  has  been  dormant  since  1991. 


kets.  Founded  Auto  Shack  1979: 
parts  for  low-income  customers  fixing 
their  own  cars;  huge  success.  With 
Kohlberg  Kravis  Roberts,  led  1984 
LBO  M&H;  sold  to  Fleming  Cos.  1988 
for  $600  million;  kept  Auto  Shack. 
Now  Auto  Zone,  over  900  stores  in 
25  states;  public  1991.  Heads  Na- 
tional Civil  Rights  Museum  in  Mem- 
phis. Funds  scholarships  at  UNC;  bal- 
let aficionado.  Stock,  etc.  recendy 
worth  around  $450  million. 


Dewayne  B.  Rein  hart 

Wholesale  food.  La  Crosse,  Wis.  74. 
Married,  4  children.  Education  at 
teacher's  college  interrupted  by 
WWII:  Army  Air  Corps.  Postwar, 
sales  manager  wholesale  grocer.  With 
partner  David  Nudd  purchased  tiny 
$3  million  (sales)  wholesaler  Gateway 
Foods  1956.  Expanded,  bought  out 
Nudd  1979.  Stayed  private,  safe  from 
takeovers,  shareholder  pressures. 
Sold  1989  to  Scrivner,  estimated 
$300  million  aftertax  profit.  Stays 
busy  with  newer  Reinhart  Institution- 
al Foods,  investments,  real  estate; 


children  in  business.  Recently  sold 
minor  league  La  Crosse  (basketball) 
Catbirds.  "Rhiny"  reportedly  quick- 
tempered, difficult  to  work  for.  The 
"■900-pound  gorilla'"  of  La  Crosse 
estimated  a  weighty  $450  million. 


James  Howard  Marshall  II 

Oil.  Houston.  89.  Divorced,  remar- 
ried; 2  sons  from  first  marriage:  high- 
energy  physicist,  oilman.  Born  Ger- 
mantown,  Pa.  Magna  cum  laude  Yale 
Law  1931;  assistant  dean  there  age 
28.  Lawyer  Interior  Dept.,  then  Stan- 
dard Oil.  Wrote  law  against  "hot  oil" 
(exceeding  Texas  Railroad  Commis- 
sion limits).  Chief  counsel  WWII  Pe- 
troleum Administration  for  War;  ad- 
vised Joint  Chiefs  of  Staff  on  oil  poli- 
cy. Then,  executive  at  Ashland  Oil, 
Signal  Oil.  Big  break:  invested  in 
Great  Northern  Oil  Co.  with  Fred 
Koch  (see  Koch,  his  sons)  \  swapped  for 
stake  in  now  giant  Koch  Industries. 
Long  retired  but  no  quitter:  notori- 
ously married  Guess?  jeans  model,  age 
26,  last  June;  said  vows  from  wheel- 
chair. Estimated  $445  million. 


Alexis  Felix  du  Pont  Jr. 
Alice  Francis  du  Pont  Mills 
and  families 

Brother,  sister.  Children  of  A.  Felix 
du  Pont,  distant  cousin  of  Pierre  Sam- 
uel II  (see  du  Pont  family)  who  sided 
with  him  in  family  split  1915,  was 
rewarded  with  stake  in  family  holding 
company  Christiana  Securities.  Died 
1948.  A.  Felix  Jr.:  Wilmington,  Del. 
88.  Divorced,  remarried,  widowed;  3 
children  by  first  wife,  1  by  second. 
Alice  (Mrs.  James  Paul  Mills):  Hobe 
Sound,  Fla.  81.  Married,  3  children. 
Each  branch  has  trusts,  etc.,  believed 
worth  at  least  $440  million.  Also  third 
branch:  widow  and  2  children  of 
brother  Richard,  noted  pilot  killed  in 
WWII  glider  crash.  Widow,  Helena 
Allaire  Crozer  du  Pont,  successful 
horse  breeder,  among  first  women 
admitted  to  Jockey  Club  1983.  She 
and  children  estimated  $440  million. 


John  Willard  Marriott  Jr. 
Richard  Edwin  Marriott 

Washington,  D.C.  Heirs  of  John  Wil- 
lard Marriott  Sr.  (d.  1985),  Utah 
Mormon  who  opened  root  beer  stand 
1927  with  wife  Alice.  Built  restaurant 
chain.  Brought  drive-in  restaurants  to 
East.  Pioneered  airline  catering  busi- 
ness 1937.  Started  Marriott  hotels 
1957  Twin  Bridges,  Va.  Sold  hotels, 
other  restaurants  for  $167  million 
1991.  Amid  bondholder  protest,  di- 
vided company  into  two  parts  last 
year:  Marriott  International  manages 
hotels,  provides  food  and  facilities 
management;  Host  Marriott  is  capi- 
tal-intensive owner,  manager  real  es- 
tate. Widow,  sons  run  business:  J. 
Willard  Jr.  (Bill),  62.  Married,  4  chil- 
dren. University  of  Utah  finance  ma- 
jor, 1954.  Two  years  U.S.  Navy  as 
supply  officer  on  aircraft  carrier 
U.S.S.  Randolph.  Became  president 
of  then-named  Marriott  Corp.  1964. 
Succeeded  father  as  ceo  1972.  Elect- 
ed chairman  1985.  Today  chairman, 
president  and  CEO  Marriott  Interna- 
tional. Richard  E.:  55.  Married,  4 
children.  University  of  Utah,  1963. 
Harvard  M.B.A.  1965.  At  16  worked 
as  grill  cook  in  parents'  first  "Marriott 
Hot  Shoppes"  restaurant.  Joined 
business  full  time  as  manager  1965. 
Became  vice  president  of  restaurant 
operations  1976.  Now  chairman 
Host  Marriott  and  First  Media  Corp. 
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Behind  Every  Financial  Perception 
is  a  Market  Reality. 


Expert  financial  advice  requires  astute  analysis  by  profes- 
sionals who  understand  the  importance  of  looking  beyond 
face  value.  At  Houlihan  Lokey  Howard  &  Zukin,  we 
inspect  beneath  the  surface  to  provide  you  with  alternative 
vantage  points.  In  the  past  20  years,  Houlihan 
Lokey  has  furnished  specialty  investment  banking 


services  to  more  than  4,000  clients,  from  Wall  Street  to 
Main  Street.  For  advisors  with  a  discerning  perspective, 
call  us  at  (800)  788-5300.  With  experience  in  over 
$100  billion  worth  of  transactions  in  the  last  five  years, 
Houlihan  Lokey  understands  the  rapidly  changing 
complexion  of  today's  business  environment. 


Houlihan  Lokey  Howard  &  Zukin 


A    SPECIALTY    INVESTMENT    BANKING  FIRM 


LOS  ANGELES        NEW  YORK        CHICAGO        SAN  FRANCISCO        MINNEAPOLIS       WASHINGTON,  D.C.  TORONTO 


G    U    I    D  E 


F    0  R 


THE 


_ 


AMBITIOUS 

(  )d  your  climlj  lo  the  lop,  you  need  a  PC  thai  won  I  la^  l»- luml.  P( ,  I  )irecl  ™  has  desktops 
and  portables  with  the  <|iialit\  and  reliability  von  demand,  backed  by  the  serviee  and  support 
you  only  get  from  IBM.  Buy  from  IBM  PC  I  tirect,  ami  keep  looking  ahead. 


The 

IBMpr 

Direct 

■     0     0  K 

\\  illi  I  aisIihimtKiI.  vour 
n,u  IHUII.m.rN 
the  hidlest  standard. 


Call  for  your  free  IBM  PC  Direct  catalog 

1800  426-7804 

61994  International  Business  Machines  Corp  IBM  is  a  registered  trademark  ol  International  Business 
Machines  Corp  PC  Direct  is  a  trademark  ol  Zitt  Communications  Company  and  is  used  under  license. 


Are  you  ready  for 
the  55%  tax? 

If  you  think  your  income  tax  is  high,  consider  what  estate  taxes 
may  do  to  your  wealth.  Will  your  heirs  have  to  forfeit  45%,  55% 
or  more  of  what  you've  worked  so  hard  to  build? 

The  most  cost-effective  tool  yet  devised  to  pay  estate  taxes  - 
without  having  to  deplete  your  assets  -  is  Low-Load  Survivorship 
Life  Insurance  from  Ameritas,  a  107-year-old,  top-rated  company. 

•  NO  Sales  Loads 

•  NO  Surrender  Charges 

•  Full  Disclosure  of  Costs 

•  Experienced  Professional  Guidance 

Why  should  Uncle  Sam  get  the  lion's  share  of  what  you've  spent 
your  lifetime  accumulating?  Call  today  for  a  free  proposal. 

1-800-552-3553 

Don't  buy  life  insurance  until  you  call. 

VERITY 

A  direct-to-consumerservice 
of  Ameritas  Life  Insurance  Corp 


Available  in 
most  states. 


F41017 


OVER  $400,000,000 


"Today  we're  seeing  improved  occu- 
pancies in  our  hotels  and  more  traffic 
in  our  airport  restaurants,  which  are 
the  keys  to  successful  growth  and 
profits.1'  Alice,  mother,  87,  director. 
Richard's  shares,  etc.,  worth  $440 
million;  John's  $415  million. 


Alan  C.  Ash  ton 
Bruce  W.  Bastian 

WordPerfect.  Orem,  Utah.  Ashton: 
52.  Married,  12  children.  Bastian:  46. 
Married,  4  children.  Brigham  Young 
LJ.  computer  science  prof  Ashton 
teamed  up  with  grad  student  Bastian 
1969,  developed  computer  program 
diagramming  BYU  band  formations  in 
3-D.  Launched  WordPerfect  1979. 
Software  commercially  available 
1980.  Put  IBM  PC  version  on  market 
1982.  Instantly  popular:  easy  to  use, 
features  competitors  didn't  offer.  Has 
remained  bestselling  word  processing 
software,  though  hit  by  falling  soft- 
ware prices  (cut  1,000  workers  from 
payroll  early  1994  to  bolster  bottom 
line ).  Ashton  president,  CEO  until  ear- 
ly 1994.  Strategy:  new,  younger  and 
aggressive  managers  to  give  Word- 
Perfect higher  profile  in  industry.  Pair 
cochairmen  premerger.  Company 
considered  going  public.  Then  got 
buyout  bid  from  Lotus  Development 
Corp.  Then  Novell  upped  ante, 
edged  out  Lotus  with  offer  of  $1.4 
billion  Novell  stock  (53  million 
shares).  Market  mulled  over  deal; 
now  worth  $1.8  billion.  Each  partner 
has  49.33%  (since  minority  partner 
cashed  out),  each  has  shares  recently 
worth  $440  million. 


Richard  T.  Farmer 

Cintas  Corp.  Indian  Hill,  Ohio.  59. 
Married,  3  children.  Miami  (Ohio)  U. 
Marines;  medical  discharge  for  ear 
problem.  Joined  family  business 
1957,  started  by  grandfather  1929  as 
industrial  rag  cleaners;  soon  con- 
vinced father  to  switch  from  cleaning 
uniforms  to  renting  them.  Smart 
move:  13%  market  share  with  more 
than  100  rental  locations  in  33  states. 
"■About  1 .4  million  people  go  to  work 
in  a  Cintas  uniform  each  day."  Presi- 
dent, CEO  1968.  Took  public  1983. 
Recentlv  opened  fourth  factory  in 
Kentucky.  Optimistic  on  U.S.  econo- 
my: "The  135,000  businesses  we 
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Carl  Icahn's  (see  p.  246) 
TWA  troubles 
His  $190  million 
secured  loan  to  TWA, 
due  in  January, 
probably  isn't  going 
to  be  paid  back  soon. 
Financially  strapped 
TWA  wants  to  negotiate 
with  Icahn  and  other 
creditors  on  a  debt 
restructuring.  The 
airline  only  emerged 
from  Chapter  11 
filing  in  1993. 


serve  are  hiring  new  workers.11  Also  g 

on  U.S.  productivity:  keeps  all  inarm-  § 

facturing  in  U.S.  His  shares  recently  f 
worth  $435  million. 


Victor  Posner  and  family 

Financier.  Miami  Beach.  76.  Twice 
divorced,  4  children.  Youthful  inves- 
tor in  Baltimore  real  estate;  claims 
made  first  million  by  age  20.  Started 
buying  Florida  property  1950s.  Later 
bought  into  undervalued  companies 
via  complicated  pyramid  structure;  at 
one  time  had  stake  in  over  40.  Known 
as  rapacious,  abrasive  corporate  raid- 
er; captive  companies  lost  big  money 
while  paying  him  huge  salaries,  etc. 
Never  leaves  home  without  body- 
guards. Nailed  for  tax  evasion  1987. 
Penalty:  set  up  $3  million  program  for 
homeless;  served  food  to  street  peo- 
ple, etc.  Numerous  SEC  violations  led 
to  1993  permanent  ban  on  Posner, 
son  Steven,  from  running  any  publicly 
traded  company.  That,  and  years  of 
loot,  add  up  to  nearly  $425  million. 


Viola  Sommer 

Inheritance.  NYC.  73.  Widowed,  3 
Children.  In  1940s,  1950s  husband 
Sigmund  Sommer  built  small  apart  - 
Iment  buildings  Brooklyn,  single-fam- 
ily homes  N.J.  By  mid-1970s  building 
shopping  malls,  huge  luxury  apart- 
ment buildings.  Branched  into  race- 
horses, owned  top  Thoroughbred 
moneywinner  1971-72;  died  of  heart 
attack  at  racetrack  1979.  Lawsuits 
lover  estate,  begun  1987,  claimed 
breaches  of  fiduciary  duty  by  coexecu- 
tor  and  his  law  firm.  Settled  June; 
defendants  paid  Sommer  estate  $3.5 
million;  estate  paid  $1.25  million  fees 
I  to  court- appointed  guardian  for 
(grandchildren.  Viola  still  active  in  rac- 
ing; in  Racing  Hall  of  Fame,  member 
pf  Jockey  Club.  Fortune  estimated 
:$425  million. 



Tack  N.  Mandel 
Joseph  G.  Mandel 
Morton  L.  Mandel 

(Brothers.  Premier  Industrial  Corp. 
|ack:  Shaker  Heights,  Ohio.  82.  Mar- 
I'ied,  no  children.  Joseph:  Lyndhurst, 
phio.  80.  Married,  2  daughters.  Mor- 
:on:  Shaker  Heights.  73.  Married,  3 
children;   college   dropout   at  19. 


Brothers  pooled  $900,  bought  small 
auto  parts  shop  from  uncle  1940. 
Found  market  niche:  obscure  parts 
for  low-volume,  high-paying  custom- 
ers. Went  public  1960.  Bought  New- 
ark Electronics  1968,  expanded  be- 
yond auto  parts.  Committed  to  cus- 
tomer service,  quality:  "That's  trite, 
but  so  is  T  love  you,'  and  it  still  means 
something."  Ship  95%  of  orders  with- 
in 24  hours;  Newark's  managers  can't 
go  home  until  day's  last  air  shipment 
sent.  Product  offerings  now  fill  3- 
pound,  1,500-page  catalog.  Jack  and 
Joe  chairman  of  finance,  executive 
committees,  respectively.  Morton 
chairman,  ceo.  Combined  net  worth 
of  brothers  some  $1.2  billion. 


Roy  Edward  Disney 

The  Walt  Disney  Co.  la.  64.  Married, 
4  children.  Nephew  of  famed  Walt 
Disney  (d.  1966).  "Everyone  still 
thinks  I'm  Walt's  brother."  Assistant 
film  editor  1953  TV  series  Dragnet. 
Worked  24  years  at  Disney  studios: 
film  editor,  writer,  producer,  etc.  Be- 
came independent  producer/inves- 
tor after  management  dispute  1977; 
set  up  Shamrock  Holdings  for  real 
estate,  media  investments.  Returned 


to  Disney  1984;  brought  in  Michael 
Eisner  (which  see);  still  heads  anima- 
tion. Shamrock  U.S.'  fifth-largest  ra- 
dio owner:  19  prime  market  stations, 
including  2  LA  radio  stations.  Has  30% 
sneaker  company  LAGear  through 
Trefoil  Capital  Investors.  Avid  sailor. 
With  Disney  stock  etc.,  estimated 
$420  million. 


Thomas  Haskell  Lee 

lbos.  Boston.  50.  Going  through  di- 
vorce, 2  children.  Harvard  B. A.  1965. 
Started  as  securities  analyst  for  L.F. 
Rothschild;  later  head  of  high-tech 
lending  at  Bank  of  Boston.  Left  to 
start  buyout  firm,  Thomas  H.  Lee 
Co.,  with  $100,000  savings  and  in- 
heritance 1974.  "I  knew  I  wanted  to 
own  companies,  but  I  didn't  know 
quite  how  to  do  it."  Found  out:  by 
1980  controlled  12;  put  own  money 
into  deals.  His  specialty:  small  growth 
companies.  Some  flops:  $640  million 
buyout  of  Hills  Department  Stores; 
More  home  runs:  Snapple,  Autotote, 
Playtex  Family  Products.  Eleven  com- 
panies now  public.  "I  think  I  am 
about  8  minutes  through  my  1 5  min- 
utes of  fame."  So  far  worth  estimated 
$420  million. 
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OVER  $400,000,000 


Wallace  Henry  Coulter 
Joseph  Coulter 

Brothers.  Blood  cell  analysis.  Wallace 
studied  electrical  engineering  Geor- 
gia Tech,  dropped  out  1932.  Had 
numerous  technical  and  service  jobs 
while  tinkering  in  Chicago  basement. 
Developed  "Coulter  Principle" 
1949:  automated  electronic  method 
of  counting  microscopic  particles. 
With  government  grant  invented 
Coulter  Counter,  blood  cell  counting 
instrument,  1953.  With  brother  Jo- 
seph founded  Coulter  Electronics 
1958,  still  private,  now  Coulter  Corp. 
Huge  success;  estimated  95%  of  auto- 
mated blood  counters  worldwide  use 
Coulter  or  clones.  Bought  104-acre 
Amerifirst  office  campus  in  Miami 
from  Resolution  Trust  Corp.  1992. 
Wallace:  Miami  area.  70s.  Single.  Joe: 
Miami  area.  69.  Divorced,  4  children. 
Company  estimated  $800  million; 
Chairman  Wallace's  controlling  inter- 
est estimated  $415  million;  Joe's 
stake,  nearly  $400  million. 


Phillip  Frost 

Medicine.  Miami  Beach.  57.  Married, 
no  children.  U.  of  Pennsylvania,  Al- 
bert Einstein  College  of  Medicine. 
Dermatologist,  invented  disposable 


Spend  a  buck,  make  a  buck 
Publishing  magnate 
Robert  Petersen  (see  p. 
257),  shown  with  wife  at 
Hollywood  ball,  1993, 
just  spent  $15  million  to 
build  a  fancy  facility  at 
Van  Nuys  Airport  in  Los 
Angeles  to  service  his 
personal  fleet  of  aircraft — 
three  Gulfstreams  and 
two  smaller  Hawkers.  But 
who  wants  a  cost  cen- 
ter? So  Petersen  is 
servicing  other  people's 
planes  and  chartering  his 
aircraft  when  he  isn't 
using  them.  And  now 
he's  even  into  the  plane 
brokering  business, 
finding  the  right 
planes — and  crews — 
for  first-time 
buyers.  Profits? 
Wait  and  see. 


biopsy  device  1969.  Took  over  strug- 
gling Key  Pharmaceuticals  1971,  de- 
veloped new  delivery  systems  for  old 
drugs.  Sold  to  Schering-Plough  1986 
for  stock.  Founded  ivax,  high-flying 
health  care  conglomerate,  one  of  larg- 
est generic  drug  companies.  Began 
with  small  companies,  rights  to  sal- 
able drugs  to  generate  immediate  rev- 
enues, fund  growth,  acquisitions. 
Motivation:  "ego  .  .  .  the  chase  and 
success."  Active  civic  affairs,  philan- 
thropy; wife  retired  elementary 
school  principal.  Net  worth  $415  mil- 
lion, plus  any  remaining  shares  of 
Scherins;-Ploue,h. 


Charles  R.  Schwab 

Discount  broker.  Atherton,  Calif.  57. 
Divorced,  remarried;  5  children. 
Born  Sacramento.  Stanford  M.B.A. 
1961.  Started  investment  newsletter, 
then  small  mutual  fund  1967;  sold  for 
loss.  Traditional  brokerage  1971; 
made  Charles  Schwab  Co.  discount 
broker  1974.  Now  2.8  million  cus- 
tomers, 204  branches.  Pioneered  No 
Transaction  Fee  Mutual  Fund  1992, 
drew  $5  billion,  today  $10.4  billion. 
OneSource  program:  "financial  Wal- 
Mart,"  lets  investors  trade  among 
many  funds  with  one  phone  call. 


"We're  not  out  to  manufacture  funds 
but  to  distribute  them."  Dyslexic; 
founder  Parent's  Educational  Re- 
sources Center,  for  parents  of  chil- 
dren with  learning  disabilities.  Shares, 
etc.,  estimated  $415  million. 


A.  Alfred  Taubman 

Shopping  centers.  Bloomfield  Hills, 
Mich.;  NYC.  69.  Divorced,  remarried 
(to  former  Miss  Israel,  22  years  youn- 
ger); 3  children.  Immigrant  father 
built  homes;  "Al"  teased  as  child  for 
dyslexia,  stuttering;  college  dropout. 
Got  $5,000  loan  1950,  developed 
retail  stores,  then  strip  malls,  shop- 
ping centers.  Then  200  gas  stations 
for  buddy  Max  Fisher  (which  see). 
Large  regional  malls  1960s.  Perfec- 
tionist, tight  control  over  selling  envi- 
ronment; major  U.S.  mall  developer. 
Made  $150  million  in  Irvine  Ranch 
buyout  1977-83  (see  Donald  Bren); 
largest  Sotheby's  stockholder;  etc.  To 
repay  $600  million  loan  from  GM 
floated  REIT  1992.  Has  given  over 
$40  million  to  hospitals,  colleges.  Still 
estimated  $405  million  or  more. 


Lucille  Carver 

Bandag,  Inc.  Muscatine,  Iowa.  77. 
Widow  of  Roy  James  Carver  (d. 
1981 );  3  sons.  Roy  acquired  rights  to 
German  retreading  process  1957.  Al- 
most bankrupted  family  pump  com- 
pany developing  long-lasting  tire  re- 
treads, but  succeeded.  Tried  to  diver- 
sify mid-1970s;  failed.  But  Bandag 
precured  rubber  for  bus  and  truck 
retreads  is  market  leader.  Youngest 
son  Martin,  46,  now  chairman,  CEO; 
continues  to  improve  product,  ex- 
pand internationally.  "As  countries 
build  up  their  roads,  those  become 
increasingly  important  markets,  and 
are  tremendously  untapped."  Roy  J. 
Jr.,  5 1 ,  chairman  of  the  board  original 
Carver  Pump  Co.  Widow  Lucille  con- 
tinues on  Bandag  board.  Her  shares 
recendv  worth  $405  million. 


Michael  Dell 

Dell  Computer.  Austin,  Tex.  29. 
Married,  2  daughters.  As  teenager  ran 
stamp  and  coin  collection  auctions  on 
weekends.  Earned  thousands  selling 
newspaper  subscriptions  to  targeted 
audience:  newlvweds.  Sold  hard-drive 
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At  1WC  Schaffhausen  a  piece  of  American  horological  tradition  lives  on. 


A  Swiss  watch  manufacturer 
with  an  American  name. 

Strange  as  it  may  seem,  IWC  -  one  of  Switzerland's  best-known  watchmaking 
companies  -  was  founded  125  years  ago  by  a  forward-looking  watchmaker 
from  Massachusetts.  Today  the  company  manufactures  some  of  the  most 
complicated  mechanical  wristwatches  in  the  world.  And  when  IWC  decided 
that  something  extra-special  was  called  for  to  mark  its  125th  anniversary, 
the  result  was  "II  Destriero  Scafusia"  -  the  war-horse  from  Schaffhausen  - 
the  ultimate  mechanical  timepiece,  manufactured  in  a  limited  edition  of  just 
125  pieces.  A  fitting  tribute  to  the  man  from  New  England  who  brought  the 
time-honored  craft  of  watchmaking  to  Schaffhausen. 


By  Matthew  E.  Miller 


Schaffhausen  is  an  attractive  little 
Swiss  town  on  the  Rhine  River, 
a  few  hundred  yards  from  the 
German  border,  famed  for  its  impres- 
sive waterfall  and  extolled  by  Victor 
Hugo,  who  was  much  taken  by  its 
medieval  center. 

If  the  town's  first  close  contact 
with  the  USA  came  with  the  founding 
of  its  watchmaking  industry,  its  second 
was  somewhat  less  fortunate.  Fifty 
years  ago,  on  April  1,  1944,  to  be  pre- 
cise, the  US  airforce  bombed  Schaff- 
hausen in  the  mistaken  belief  that  it 
was  in  Germany.  Fortunately,  the 
townspeople  didn't  hold  it  against  the 
Americans.  Firstly,  because  the  me- 
andering nature  of  the  Swiss-German 
border  is  rather  confusing  at  this  point 
and,  secondly,  because  President 
Roosevelt  wrote  personally  to  the 
chairman  of  Schaffhausen's  town 
council  expressing  his  deep  regret  at 
the  tragic  mistake.  Besides,  Washing- 
ton was  extremely  generous  with  its 
compensation  to  the  victims. 

One  of  the  bombs  plunged 
through  the  roof  of  the  IWC  factory 
but  failed  to  detonate.  Almost  as  if  it 
had  known  that  the  town's  American 
heritage  was  at  stake.  Because  the 
International  Watch  Company,  better 
known  by  its  acronym  "IWC",  was 
established  by  an  American.  To  be  pre- 
cise, by  a  watchmaker  from  Massachu- 
setts in  New  England.  Which  explains 
why  this  typically  Swiss  watchmaking 
company  goes  by  such  an  un-Swiss 
name.  To  the  people  of  Schaffhausen  it 


The  Rhine  Falls  at  Schaffhausen.  Not  the  highest,  hut  certainly  among  the  world's  most  impressi 


is  known  simply  as  "Watch":  after  all, 
for  them  there  is  only  one  watch  brand 
worth  talking  about.  Today,  only  a 
handful  of  individuals  with  an  interest 
in  the  company's  history  know  the 
name  of  its  founder  and  there  is  no 
monument  to  his  memory.  Which  is 
probably  due  to  the  thankless  creditors 
back  then  who  left  him  no  other  choice 
but  to  pack  his  bags  and  get  out  of  the 
place  as  quickly  as  possible. 

But,  intentionally  or  not,  Floren- 
tine Ariosto  Jones  left  a  monument  to 
himself:  the  factory,  which  today 
serves  as  IWC's  head  office  in  the  cen- 
ter of  Schaffhausen.  Well  laid-out, 
with  pleasing  proportions,  it  is  highly 


admired  by  architects  and  others  with 
an  eye  for  classical  design.  It  is  also  a 
splendid  example  of  19th-century 
American  industrial  architecture.  To 
mark  its  125th  birthday  last  year,  IWC 
renovated  its  head  offices.  This  resul- 
ted in  one  of  the  best  preserved  monu- 
ments found  in  Switzerland. 

So  what  had  Florentine  A.  Jones 
been  doing  with  his  life  before  he  hit 
upon  the  crazy  idea  of  setting  up  a 
watchmaking  company  in  Switzer- 
land? Born  on  February  15,  1841,  in 
Rumney,  New  Hampshire,  a  tiny  vil- 
lage with  300  inhabitants,  he  was 
directly  descended  from  the  Pilgrim 
Fathers  who  arrived  in  New  England 


watch  movement.  The  result  was  the 
first  -  and  undoubtedly  the  largest  - 
model  in  the  Portofino  line,  featuring  a 
moon  phase  display.  The  watch's  most 
outstanding  feature,  apart  from  its 
size,  is  the  fact  that  the  small  seconds 
hand  is  not  at  the  conventional  6 
o'clock  position  but  at  9  (and  the  moon 
phase  display  at  3  o'clock).  To  the  con- 
noisseur these  are  tell-tale  signs  that 
the  movement  was  originally  designed 
for  a  pocket  watch.  Or  to  be  more  pre- 


IWC  headquarters  in  Schaffhausen.  Florentine  A.  Jones  brought  the  plans  with  him  from  the  USA. 


on  the  "Mayflower".  His  own  father 
was  a  shoemaker.  Young  Jones  learned 
his  watchmaking  with  two  uncles  in 
Concord,  where  he  completed  an 
apprenticeship  before  leaving  for  Bos- 
ton. When  the  Civil  War  broke  out, 
Jones  was  drafted  into  the  13th  Regi- 
ment of  the  Massachusetts  Infantry. 
After  being  demobilized  in  1864,  Jones 
returned  to  Boston  where  he  worked 
for  the  Howard  Watch  &  Clock  Com- 
pany. Three  years  later  he  quit  and 
went  to  George  Reed,  a  talented 
watchmaker  and  technician,  who  had 
set  up  his  own  watchmaking  business. 
His  example  encouraged  Jones,  and 
with  all  the  bravado  of  youth  -  he  was 
just  26  years  old  at  the  time  -  he  deci- 
ded that  he  too  would  make  himself  his 
own  master.  The  time  was  opportune. 
The  post-war  economy  was  booming. 
But  there  was  a  major  problem:  labor 
was  in  very  short  supply. 

Today  we  have  no  way  of  knowing 
who  first  had  the  idea  of  establishing 
production  facilities  in  Switzerland  for 
the  American  market.  At  any  rate, 
Jones  was  not  the  only  person  in  the 
American  watchmaking  industry  to 
come  and  check  out  the  lie  of  the  land. 
Aaron  Dennison,  one  of  the  three 
founders  of  Howard  Watch  &  Clock, 
and  a  few  others  did  likewise. 

Jones  arrived  in  Schaffhausen 
only  after  exploring  several  dead  ends. 
His  original  intention  was  to  settle  in 
the  western  part  of  Switzerland,  which 
had  been  home  to  a  thriving  watch- 
making industry  since  the  Middle 
Ages,  but  his  enthusiasm  was  not 
reciprocated.  There,  he  thought,  he 
could  start  manufacturing  wheels, 
pinions  and  other  moving  parts  with 
modern  milling  machinery  -  much  the 
same  as  he  was  used  to  in  the  USA. 
This  would  guarantee  consistently 
high  quality  at  a  fraction  of  the  usual 
cost.  Eventually  he  found  a  partner  in 
Heinrich  Moser,  a  like-minded  indu- 


strialist from  Schaffhausen.  It  was 
there,  in  the  fall  of  1868,  that  he  finally 
found  a  home  for  his  machinery  and  an 
assistant,  Charles  Louis  Kidder,  who 
had  brought  his  wife  along  with  him 
from  the  US. 

But  for  all  his  entre-preneurial 
spirit,  Jones  had  little  business  acu- 
men. He  had  soon  led 
or  misled  -  the  com- 
pany into  bankruptcy 
and,  rather  than  face 
the  music,  decided  to 
disappear  as  discreetly 
as  he     arrived.  For 
all  that,  Jones  was 
a  talented   desi-  itjj£j 
gner  and  watch- 
maker. The 
standard 
"Jones  mo-  / 
vement", 
IWC's 
first,  leaves 
no    doubt  I 
about  its 
creator's 
feel  for  qua- 
lity work- 
manship, 
nor  his 
determina- 
tion to  manu-    The  first  watch  from  IWC.  Designed 
facture     preci-  by  FA.  Jones  from  New  Hampshire. 


Portofino:  the  pocket  watch  designed  for  the  wris\ 


sion  watches.  Some  of  the  outstanding 
features  of  pocket  watch  movements 
are  still  much  admired  -  and 
sought-after  -  by  modern  collectors 
including  screw-in  chatons,  a  split-rim 
bimetallic  balance,  a  Breguet  spring 
and  an  extra-long  index.  The  pocket 
watch  tradition  is  still  very  much  alive 
at  IWC  today  with  respect  to  the 
memory  of  its  American  founder.  In 
recognition  of  the  fact  that  most  peo- 
ple today  prefer  to  wear  their  watches 
elsewhere,  however,  IWC  had  an  inge- 
nious -  albeit  simple  -  idea:  why  not 
design  a  wristwatch  with  a  pocket 


cise,  for  an  open-face  watch  -  or 
Lepine,  as  they  are  some- 
times known  -  which  does 
not  have  a  spring  cover.  The 
name  is  derived  from  that 
[  of  the  French  watchmaker 
;  Jean-Antoine  Lepine,  1720 
-  1814.  When  used  for  a 
wristwatch  the  Lepine 
movement  needs  to  be  turned 
through  90°.  In  the  case  of  the 
large  Portofino  the  back  view 
is  every  bit  as  fascinating  as 
the  front:  a  glass  in  place 
of  a  back  plate  gives  an  un- 
impeded view  of  the  superb 
movement.  With  its  adjust- 
ment in  five  positions  and  a  stopwatch 
function  for  the  seconds  hand,  it  is  a 
gem  of  mechanical  precision. 

IWC  Schaffhausen  used  the 
opportunity  of  its  125th  birthday  to 
make  a  slightly  more  direct  link  with  its 
founder  and  his  legacy,  again  in  the 
form  of  a  wristwatch  with  a  pocket 
watch  movement.  But  this  time  it  was  a 
classic,  and  simple.  A  small  seconds 
hand  at  the  6  o'clock  position  and  a 
hand-wound  movement,  resulted  in 
almost  exactly  the  same  watch  as  it  had 
been  125  years  ago.  Only  the  number 
discreetly  engraved  on  the  side  of 


I 
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A  mastepiece  \ 
to  mark  IWC's 
125th  annivers- 
ary: the  "Portugieser" 
a  singular  timepiece 

with  a  superb 
precision  movement. 


the  case  gives  any  indication  that  this 
pocket-wristwatch  -  the  "Portuguese" 
as  it  is  known,  has  been  chosen  for 
greater  things.  The  engraving  on  the 
movement  -  clearly  legible  through 
the  glass  at  the  back  -  says  it  all:  "Cal- 
[iber]  982,  Nineteen  Jewels,  Adjusted] 
to  five  positions]  International  Watch 
Co.  1868-1993  Switzerland".  Manufac- 
tured in  a  unique  limited  edition  of 
1000  in  stainless  steel,  500  in  pink  gold 
and  250  in  platinum.  A  watch  the  like- 
ness of  which  the  world  will  never  see 
again. 

This  is  not  to  say  that  it  hasn't 
already  seen  it.  This,  in  fact,  is  the  rea- 
son for  its  name.  Over  50  years  ago,  two 
Portuguese  importers  inquired  wheth- 
er IWC  could  make  an  extra-large 
wristwatch.  IWC  decided  it  could.  For 
back  then,  the  company  was  already 
making  its  slim  98  calibre  hunter 
movement,  just  four  millimeters  thick. 
Demand  remained  low,  however,  and 
only  a  few  hundred  examples  of  the 
first  "Portugieser",  as  they  are  known 
at  IWC,  were  ever  made. 

Florentine  A.  Jones  died  in  Bos- 
ton in  1916.  If  the  company's  founder 


had  visited  Schaffhausen 
once   more   before  his 
death,  he  would  have  had 
no  difficulty  recognizing 
"his"  factory.  He  would 
still  be  able  to  identify  it 
today.  Inside  and  out. 
It's  slightly  larger,  and 
the    "etablis"    -  the 
watchmakers'  workben- 
ches -  have  been  replaced. 
But    otherwise,  patience 
and  meticulous  precision  are 
still  very  much  the  order  of 
the  day. 

The  only  radical  change 
since  Jones'  time  -  and  this  he 
would  doubtlessly  have  endor- 
sed -  has  been  in  the  standard  of  trai- 
ning. In  order  to  ensure  a  steady  supply 
of  young,  well-qualified  watchmakers, 
IWC  has  its  own  workshop  for  training 
apprentices,  supervised  by  department 
head  and  master  watchmaker  Walter 
Baumann,  who  is  assisted  in  his  work 
by  another  master  watchmaker.  It 
takes  four  years  of  intensive  schooling 
before  young  trainees  qualify  as  gene- 
ral watchmakers.  To  do  so,  they  will 
have  mastered  a  wide  variety  of  skills: 
mechanical  work,  such  as  filing,  dril- 
ling, turning  and  milling;  then  parts 
manufacture,  followed  by  assembly  of 
the  going  train  and  escapement,  to- 
gether with  ancillaries  such  as  the 
automatic  winding  mechanism  and 
perpetual  calendar;  next 
come  timing,  preci 
sion  adjustment 
and,  finally, 
"terminage"  - 
the  actual  fit- 
ting of  the 


is  not  inexpensive.  IWC  estimates  to 
spend  120,000  Swiss  francs  to  train 
each  and  every  apprentice.  Even  then, 
newly  qualified  watchmakers  need 
another  three  or  four  years'  practical 
experience  until  they're  really  full- 
fledged.  At  any  one  time  IWC  has  16 
apprentices  in  training.  So  it  is  no  exag- 
geration to  say  that  IWC  thinks  long- 
term. 

But  any  portrait  of  IWC  Schaff- 
hausen would  be  incomplete  without  a 
glance  at  the  complicated  watches  that 
have  helped  to  consolidate  the  compa- 


The  Emperor  Napoleon  rides  to  his  last 
victory  on  an  IWC  pocket  watch  made  in 
1910. 


One  of  the  16  apprentices  at  IWC  who  learn 
their  watchmaking  skills  under  the  critical  eye 
of  Walter  Baumann . 


movement 
inside  the 

case  The  ap-  «.  A  "Magique" from  Schaff 
prentices  «k   hausen:  24-hour  display 

practical    trai-  \X    and  adaptable  dual 
ning  is  accompa-  purpose  case. 

nied  throughout 
by  theory  classes  at 
the  School  of  Watchma- 
king in  Solothurn,  Switzerland,  a 
hundred  miles  away,  which  involves  a 
journey  of  several  hours  by  train  each 
time.  Here,  they  expand  on  their  know- 
ledge of  IWC  watches  to  include  every 
conceivable  type  of  movement.  Above 
all,  they  learn  the  qualities  that  are 
essential  to  the  profession:  precision, 
care,  conscientiousness  ("there  are  so 
many  jobs  that  simply  can't  be  chec- 
ked," says  Walter  Baumann)  and  -  per- 
haps the  most  important  virtue  of 
them  all  for  any  aspiring  young  watch- 
maker -  the  patience  of  Job. 

Systematic  training  on  this  scale 


ny's  excellent  reputation:  the  "Magi- 
que", for  example,  of  which  only  two 
examples  were  ever  manufactured. 
Both  were  exported  to  Sicily,  only  to 
disappear  in  the  vaults  of  two  aristo- 
cratic families  in  Palermo.  One  of  them 
resurfaced  just  a  few  years  ago:  it  was 
an  extremely  heavy  pocket  watch 
featuring  a  24-hour  display,  with  the 
figures  from  1  to  12  enamelled  in  black 
and  from  13  to  24  in  red.  The  watch  had 
an  adaptable  case  and  could  be  con- 
verted at  will  from  a  hunter,  complete 
with  cover,  to  an  open-face  watch  with 
a  direct  view  of  the  dial. 


IWC's  first  chronograph  with  a 
minute  repeater  -  a  hunter  -  was  deliv- 
ered to  South  America  via  Paris  in 
about  1910.  The  cover  showed  Napo- 
leon Bonaparte  on  the  battlefield 
inflicting  a  last  defeat  on  the  Russians 
and  Prussians  in  1813. 

IWC's  passion  for  sophisticated 
mechanical  movements  lives  on  in  a 
series  of  complicated  pocket  watches 
which  the  company  keeps  in  reserve 
for  a  select  circle  of  connoisseurs.  The 
silver  open-face  watch  with  its  moon 
phase  display  and  calendar,  or  the 
Grande  Complication,  an  incom- 
parable gem  in  the  history  of  classical 
watchmaking,  in  which  a  chronograph, 
moon  phase  mechanism,  perpetual 
calendar  and  perfectly  tuned  repeater 
are  brought  together  in  the  same  case 
to  represent  a  pinnacle  of  watch- 
making expertise. 

Reducing  this  masterpiece  of 
mechanics  still  further  to  fit  into  a 


Grande  Complication 
Two  generations  of  the 
Grande  Complication:  left 
in  pocket  watch  form  and 
top,  as  the  world's  one  and 
only  fully  functioning  wrist- 
watch. 


wristwatch-sized  case  was  the  task 
which  International  Watch  Company 
set  for  itself  just  a  few  years  ago.  And 
achieving  it  took  all  the  skill  and  exper- 
tise on  which  the  company  could  draw. 
Today,  IWC  can  bask  in  the  knowledge 
that  it  is  the  only  company  able  to 
make  a  truly  complicated  wristwatch. 
Not  one-of ,  but  a  continuous  series 
of  50  pieces  per  year.  "Grande  Compli- 
cation" is  an  appropriate  and  well- 
deserved  name. 

When  someone  gets  into  the 
swing  of  things  there's  often  no  way  of 
stopping  them.  And  this  is  precisely 
what  has  happened  in  the  case  of 
IWC's  designers  and  master  watch- 
makers. To  mark  IWC's  125th  birthday, 
they  decided  to  give  themselves  a  pre- 
sent. In  a  unique,  limited  edition  of  125 
pieces,  destined  for  the  company's 


Destriero 

A  unique  timepiece  of  which 
just  125  pieces  will  ever  be 
made.  II  Destriero,  an 
unrepeatable  watchmaking 
achievement  born  of  the 
spirit  of  a  talented 
American  watchmaker. 


best  and  most  loyal  customers:  "II 
Destriero",  without  risk  of  hyperbole, 
the  ultimate  timepiece.  Featuring  a 
tourbillon  in  pure  titanium  to  protect 
the  balance  and  escapement  from  gra- 
vitational and  magnetic  fields,  and  a 
split-seconds  chronograph  for  measu- 
ring intermediate  and  lap  times.  A  per- 
petual calendar  with  displays  for  the 
phase  of  the  moon,  date  and  day,  week, 
month,  year,  decade,  century  and  even 
millennium,  all  the  way  through  to  the 
end  of  the  year  2499.  (The  fact  that  a 
short  break  will  be  required  then  is  not 


the  fault  of  the  watch  but  of  the  Grego- 
rian calendar).  And  a  minute  repeater 
that  announces  the  time  in  hours, 
quarters  and  minutes  on  two  finely 
tuned  gongs  whenever  the  owner 
wishes.  At  the  first  glance  the  II 
Destriero  is  an  unparalleled  achieve- 
ment in  the  history  of  watchmaking. 
But  if  you  look  more  closely,  it  is  a  clas- 
sic example  of  how  IWC  takes  watch- 
making's highest  hurdles  in  its  stride, 
with  nonchalant  ease.  And  being  able 
to  appreciate  the  sophistication  and 
finesse  of  watchmaking  at  this  level  - 
whether  actively  or  passively  -  is  a  sta- 
tement of  appreciation  for  spirit  and 
elan  of  a  rare  calibre. 

In  view  of  recent  achievements  at 
IWC  -  we  have  witnessed  a  series  in 
which  each  watch  has  surpassed  its 
predecessors  -  one  could  be  for- 


given for  asking  what  these  magnifi- 
cent watchmakers  from  Schaffhausen 
will  think  of  for  their  L50th  anniver- 
sary? .One  thing  seems  certain,  even 
now.  Florentine  Ariosto  Jones  would 
be  amazed. 


IWC 

YS6S 

For  further  information  and  a  complete  color  catalog,  please  call  (800)  432-9330. 


OVER  $400000,000 


kits  used  to  upgrade  IBM  PCs  out  of 
University  of  Texas-Austin  dorm 
room.  Developed  marketing  strategy: 
selling  and  servicing  IBM-compatible 
PCs  through  mail-order  catalogs  and 
telephone.  Dropped  out,  hired  engi- 
neers for  new  venture:  IPO  1988.  Into 
European  market  1987.  This  July  de- 
cided to  drop  retail  distributors,  con- 
centrate on  direct  sales.  Richest  mem- 
ber of  Generation  X:  "I  guess  I  harbor 
some  untxaditional  thoughts.'"  Stock 
brings  Dell  back  on  list  this  year  at 
recent  $405  million. 


Ralph  L.  Engelstad 

Casino.  Las  Vegas.  64.  Married,  1 
daughter.  Grandson  of  potato  farmer, 
from  Thief  River  Falls,  Minn.  B.S. 
business,  U.  of  North  Dakota  1954. 
Made  money  in  construction.  Came 
to  Las  Vegas,  built  Imperial  Palace 
1974,  nonunion,  and  still  alive.  Now 
the  largest  private  casino/hotel  on 
Strip:  2,800  rooms,  no  debt.  Held 
parties  on  Hitler's  birthday  in  casino 
"War  Room"  1986,  1988;  was  fined 


$1.5  million  by  Nevada  Gaming 
Commission  in  1989  for  damaging 
state's  image.  Lying  low  since,  refuses 
most  interviews.  Third-largest  an- 
tique automobile  collection  in  U.S.: 
43  Duesenbergs,  Hitler  parade  car, 
Father  Divine's  "Throne  Car"  given 
to  him  by  his  congregation,  etc.  Casi- 
no et  al.  estimated  worth  around 
$400  million. 


George  B.  Kaiser 

Oil  and  gas.  Tulsa.  52.  Married,  3 
children.  Father  fled  Nazi  Germany 
1938.  Eventually  settled  in  Tulsa. 
George  (Harvard  B.A.,  M.B.A.)  took 
over  Kaiser-Francis  oil  1969;  built  the 
company  into  one  of  the  largest  pri- 
vately owned  Oklahoma  gas  produc- 
ers. Children  not  involved  in  the  busi- 
ness: "I  don't  want  to  risk  my  family 
relationships  for  business  pur- 
poses ...  I  am  not  attempting  to 
build  an  inherited  empire."  Cuts  em- 
ployees in  on  deals:  "We  want  all  our 
employees  to  have  a  piece  of  the 
rock — preferably  porous,  permeable 


and  hydrocarbon-bearing."  His  $175 
million  hostile  bid  was  spurned  by 
Prudential-Bache  Energy  Partner- 
ships in  1993;  it  sold  for  20%  more. 
Also  into  banking:  bought  distressed 
Bank  of  Oldahoma  in  1991,  now 
owns  2  smaller  banks.  Net  worth  esti- 
mated around  $400  million. 


James  Evans  Stowers  Jr. 

Mutual  funds.  Kansas  City,  Mo.  70. 
Married,  4  children.  Army  fighter  pi- 
lot WWII;  U.  of  Missouri  1948.  Short 
stints  medical  school,  life  insurance 
sales,  local  mutual  fund  firm.  Found- 
ed Twentieth  Century  Mutual  Funds 
1958  with  $100,000,  24  sharehold- 
ers. Believes  earnings  momentum 
predictor  for  stocks:  "Money  follows 
earnings."  At  first  tracked  dozens  by 
hand  with  Hewlett-Packard  calcula- 
tor; developed  computer  model 
1973,  now  tracks  13,500.  Twentieth 
Century  now  manages  $26  billion, 
both  equity  and  fixed-income  funds. 
Son  calls  him  "the  eternal  bull":  al- 
ways fully  invested.  Lunch:  home- 
made peanut  butter  sandwiches  in 
employee  cafeteria.  His  65%  stake  in 
firm,  etc.  over  $400  million. 


Marvin  Herb 

Bottling.  Chicago.  57.  Married,  2 
children.  Born  upstate  N.Y.;  U.  of 
Buffalo,  U.  of  Toledo  M.B.A.  Bronx 
plant  manager  for  PepsiCo;  president 
Pepsi-Cola  Bottling  of  Indianapolis 
1972.  To  Borden  that  year;  became 
president  consumer  products  divi- 
sion. Saw  chance:  bought  Coke's  bot- 
tling Indianapolis,  Chicago  1981. 
Later  added  plants  Milwaukee;  Roch- 
ester, N.Y.;  Pittston,  Pa.  Now  Coke's 
third -largest  bottler,  estimated  90 
million  cases  sold  in  5  states.  Intensely 
private,  hates  publicity.  Also  frugal. 
For  business,  flies  coach.  No  plans  to 
cash  out:  "I'm  a  buyer,  not  a  seller." 
Estimated  $400  million  or  more. 


Guilford  Glazer 

Real  estate.  Beverly  Hills.  73.  Di- 
vorced, remarried;  2  children.  Ex- 
panded father's  welding  shop  Knox- 
ville,  Tenn.;  started  as  builder  1950 
with  apartment  house  for  widowed 
mother.  In  1954  built  Oak  Ridge, 
Tenn.  shopping  center,  sold  1989  for 
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Vertical  integration 

Kenneth  Feld's  (see  p.  260)  elephant  farm  outside  Gainesville,  Fla. 
was  started  8  years  ago  as  a  breeding  ground  for  new  elephants 
and  a  retirement  home  for  old  ones,  who  can  live  60  to  70  years. 
On  the  farm  are  25  Asian  elephants  that  apparently  feel 
at  home  in  sunny  Florida. 


Forbes  400  ■  October  17,  1994 


OVER  $400,000,000 


$45  million.  Moved  to  LA  1960;  liked 
climate.  Opened  largest  U.S.  retail- 
only  mall,  Torrance,  Calif's  nearly  3- 
million-square-foot  Del  Amo  Fash- 
ion Center,  1971.  Has  office  build- 
ings Adanta,  Boston,  Pittsburgh; 
Holiday  Inns,  industrial  buildings. 
Says  no  debt  on  many  properties: 
"Pay  your  debt,  then  you  don't  have 
somebody  else  controlling  you."  Ac- 
tive in  U.S. -Israel  relations;  built  Is- 
raeli community  center  with  buddy 
Armand  Hammer.  Estimated  worth 
$400  million  or  more. 


G  rover  Connell 

Equipment  leasing,  rice.  Westfield, 
N.J.  76.  Married,  3  children.  Navy 
WWII.  Took  over  family  company, 
now  the  Connell  Co.,  1950.  Built 
largest  independent  broker/trader  in 
rice,  sugar;  U.S.  export  share  over 
20%.  Added  heavy  equipment  leasing 
(railroad,  aircraft,  power  plants) 
1973;  about  $1.3  billion  assets,  bene- 
fiting from  rising  interest  rates.  Also 
has  prime  N.J.  real  estate.  Plugged-in 
Democrat.  In  1992  gave  over 
$47,000;  wife,  Patricia,  over 
$39,000.  Known  for  lunches  featur- 
ing lectures  by  congressmen.  Parties 
for  congressmen  with  Zaire  dictator 
Mobutu.  Connell  benefiting  too 
from  Japan's  2.2-million-metric-ton 
rice  shortfall.  Lives  modestly,  kids 
went  to  public  schools.  Estimated 
$400  million. 


Irenee  du  Pont  Jr. 

Irene  Sophie  du  Pont  May 

Constance  Simons  du  Pont  Darden 

Octavia  Mary  du  Pont  Bredin 

Lucile  du  Pont  Flint 

and  families 

Brother  and  sisters.  Inheritance.  Chil- 
dren of  Irenee  Sr.  (d.  1963),  president 
Du  Pont  Co.  1919-26  (see  family). 
Irenee  Jr.:  Montchanin,  Del.  74. 
Married,  5  children.  With  Du  Pont 
Co.  32  years,  retired  as  senior  VP 
1978;  left  board  1990  and  Wilming- 
ton Trust  board  1992.  Still  director 
family's  Longwood  Foundation. 
Oversaw  merger  of  family  holding 
company  Christiana  Securities  with 
Du  Pont  1977  (after  antitrust  pres- 
sure). Irene  Sophie  (Mrs.  Ernest 
May):  Wilmington,  Del.  93.  Wid- 
owed, 4  children.  Constance  Simons 


{Mrs.  Colgate  W.  Darden  Jr.):  Nor- 
folk, Va.  90.  Widowed,  3  children. 
Husband  (d.  1981 )  governor  Virginia 
1942-46.  Octavia  Mary  (Mrs.  John 
Bruce  Bredin):  Greenville,  Del.  81. 
Married,  6  children.  Lucile  Evelina 
(Mrs.  Robert  Baronet  Flint):  Green- 
ville, Del.  79.  Married,  5  children. 
Sister  Margaretta  Lammot  (Mrs. 
Crawford  H.  Greenewalt)  died  1991; 
2  others,  Eleanor  Frances  (Mrs.  Phil- 
lip Gordon  Rust)  and  Mariana  (Mrs. 
Henry  Harper  Silliman),  died  1992. 
The  5  surviving  siblings  and  families 
share  a  fortune  estimated  worth 
around  $2  billion:  more  than  $400 
million  each. 


John  R.  Menard  Jr. 

Home -improvement  chain.  Eau 
Claire,  Wis.  54.  Twice  divorced  ($4 
million  to  second  wife,  Paula,  1993); 
3  children.  Eldest  of  8  children  of 
teachers  turned  dairy  farmers.  At  19 
put  up  makeshift  barns  on  poles  to  pay 
for  college  (B.S.  1963,  U.  of  Wiscon- 
sin-Eau  Claire).  Opened  home -im- 
provement store  Eau  Claire  1972. 
Caught  big  trend  early:  now  Men- 
ard's 80-plus-store  chain  sixth-largest 
U.S.  Stores  dot  the  Midwest.  Avoided 
bank  debt,  1980s  acquisitions.  Low- 
priced  hardware  from  Far  East,  good 
quality  control,  and  "We'll  do  any- 
thing that's  not  immoral,  illegal  or 
unethical."  "Real  animal,"  backs  cars 
at  Indy  500:  has  used  Al  Unser  Sr. 
(but  not  Jr.).  Said  to  give  to  both 
political  parties.  Estimated  over  $400 
million. 


Max  Martin  Fisher  and  family 

Oil.  Franklin,  Mich,  et  al.  86.  Wid- 
owed, remarried;  5  children.  Grew  up 
middle  class  in  Ohio,  son  of  a  Russian 
immigrant  peddler  who  built  small  oil 
reclamation  plant.  Ohio  State  1930. 
Plant  burned  down  1932;  gas  brokers 
agreed  to  finance  refinery.  "I  guess  I 
must  have  hoodwinked  them."  Built 
business  up  quart  by  quart,  offered 
top  price  for  oil  during  1930s  to  lock 
in  suppliers.  During  World  War  II  had 
supplies,  made  a  killing.  Sold  for  Mar- 
athon Oil  stock  1959;  shares  sold  to 
U.S.  Steel  for  more  than  $150  million 
1982.  Invested  in  real  estate,  Sothe- 
bv's.  Big  supporter  of  Israel;  during 
Six  Day  War  in  1967  raised  over  $100 


million  in  just  one  month.  Also  big 
supporter  Detroit  Renaissance,  Re- 
publican Party.  Net  worth  believed  to 
be  around  $400  million. 


Russell  Solomon  and  family 

Tower  Records.  Sacramento,  Calif. 
69.  Separated  for  25  years,  2  sons.  "A 
hippie  who  learned  to  run  a  busi- 
ness." Thrown  out  of  high  school; 
junior  college  dropout  to  join  Army. 
Opened  record  store  in  father's  drug- 
store 1941,  age  16.  "I  was  too  young 
to  know  any  better."  Went  broke. 
Tried  again  1960.  Opened  San  Fran- 
cisco record  store  1968,  then  largest 
in  U.S.  Concept:  huge  store,  selec- 
tion; store  managers  pick  stock  to 
local  tastes.  Now  nationwide,  interna- 
tional. Also  Tower  Video,  Tower 
Books.  Collects  contemporary  art. 
Son  Michael,  46,  Tower  general 
counsel;  son  David,  32,  M.B.A.,  the 
financial  guy.  Estimated  around  $400 
million,  but  "I  think  you  have  a  better 
crystal  ball  than  I  have." 


Walter  Herbert  Shorenstein 

Real  estate.  SB.  79.  Widower;  1  son,  2 
daughters  (1  deceased).  Son  of  Long 
Island  haberdasher;  officer,  WWII 
Army  Air  Force.  Real  estate  broker  at 
SF's  Milton  Meyer  &  Co.  1946;  part- 
ner 1951.  Bought  company  1960  af- 
ter founder's  death.  Built  to  major 
player  sf  real  estate,  25  million  sq.  ft. 
office  space  nationwide  (also  in  NYC, 
Kansas  City,  Houston,  LA,  etc.).  With 
son  Douglas,  partners,  bought  4  U  S 
West  office  buildings:  Phoenix;  Oma- 
ha; SF;  Englewood,  Colo.  December. 
"Grandfather"  of  Democratic  Party; 
fundraiser;  old  friend  Al  Gore,  Sena- 
tor George  Mitchell;  consulted  by 
Johnson,  Carter.  Helped  keep  base- 
ball Giants  in  SF;  gave  $15  million  for 
a  Harvard  center  named  for  daughter 
Joan.  Douglas,  president,  heir  appar- 
ent to  fortune  estimated  more  than 
$400  million. 


Andrew  Jerrold  Perenchio 

TV,  films.  Bel  Air,  Calif.  63.  Twice 
divorced,  3  children.  Son  of  Fresno 
vintner.  Attended  UCLA;  booked 
bands,  catered  frat  parties.  Joined 
MCA  1958;  founded  talent  agency 
1963;  clients:  Liz  Taylor,  Marlon 
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COMMANDER  114B 

With  a  design  heritage  that  includes  such  legendary  military  aircraft  as  the  P-51  Mustang,  the  F-86 
Sabre  and  the  F-100  Super  Sabre,  the  Commander  114B  is  a  beautiful,  solid,  substantial  airplane.  The 
Commander  114B  is  certified  under  the  stricter  guidelines  of  FAR  Part  23,  requiring  aircraft  to  withstand 
vertical  gust  loading  of  50  feet  per  second  instead  of  30  feet  per  second.  The  Commander  airframe  has  over 
2  million  hours  of  flight  experience  and  one  of  the  best  safety  records  in  its  class. 

The  Commander  114B,  with  a  range  of  725  nautical  miles  (833  statute  miles),  1,216  pound  useful  load, 
maximum  cruise  speed  of  164  knots  (188  miles  per  hour),  large  luxurious  four  place  cabin  and  low  operating 
and  maintenance  costs,  offers  an  optimum  combination  of  performance,  comfort,  style,  luxury,  utility  and 
safety.  It  is  an  ideal  airplane  for  pleasure,  business  and  flight  training. 


Photo  by  James  Lawrence 


"WJien  you  first  approach  the  airplane  on  the  ramp,  the  initial  impression  is  its  size.  This  is  quite  a  big  airplane.  It 
stands  tall  and  proud  on  a  trailing-beam  main  landing  gear  that  has  a  track  of  nearly  11  feet  and  looks  strong  enough 
for  carrier  ops;  the  tailplane,  mounted  midway  up  to  the  fin,  will  shield  a  six-footer  from  the  rain." 

Flying,  August  1992 

"Anybody  introduced  to  aviation  by  a  Commander  might  never  want  to  fly  in  anything  else." 

World  Air  News,  April  1993 

"The  Commander  offers  cross-country  comfort,  luxury,  room  and  quiet... Commander  has  the  plane,  and  impressive  it  is.' 

In  Flight,  July  1993 

Before  you  buy  a  high  performance  airplane,  test  fly  a  Commander. 


Commander 


AIRCRAFT  COMPANY 

FOR  MORE  INFORMATION  CONTACT: 
COMMANDER  AIRCRAFT  COMPANY,  7200  NORTHWEST  63RD  STREET,  BETHANY,  OKLAHOMA  73008 
TELEPHONE:  (405)495-8080  FACSIMILE:  (405)495-8383 


The  Commander  114B  IFR-equipped  base  price:  $298,500. 
Service  and  support  provided  by  our  worldwide  network  of  Authorized  Sales  and  Service  Representatives. 


o  day 


5T0CA 


For  decades  companies  have  talked  about 
ansferring  technology.  But  after  all  was  said  and 
)ne,  more  was  said  than  done.  Most  com- 
mies— TRW  included — had  trouble  moving 
chnical  know-how  from  one  business  unit  to 
lother.  Then  in  1987,  TRW  started  its  Center 
ir  Automotive  Technology. 

The  Center  is  made  up  of  a  team  of  about  a 
indred  aerospace  scientists  and  engineers.  Their 
ission  is  to  understand  the  needs  of  our  automo- 
/e  customers  and  meet  those  needs  by  advancing 
chnology  in  TRWs  product  lines.  This  new  TRW 
source  has  resulted  in  dozens  of  automotive 
novations  in  a  wide  range  of  disciplines. 

Electronics  specialists  are  developing  prod- 
:ts  as  diverse  as  remote  keyless  entry  systems 
id  radar  for  side-impact  air  bags.  Chemists  are 
►plying  rocket  propulsion  technology  to  air  bag 
flators.  Fluid  mechanics  experts  are  creating 


new  kinds  of  shock  absorbers  and  suspension 
systems.  Systems  engineers  are  working  out  the 
complexities  of  building  smarter,  safer  vehicles. 


TRW  TECHNOLOGY  TRANSFER 


1990  1991  1992 


The  Center  for  Automotive  Technology  matches  TRWs  aerospace  skills 
and  capabilities  with  the  needs  of  its  automotive  customers. 

The  Center  for  Automotive  Technology  is 
opening  new  opportunities  for  TRW  in  a  grow- 
ing market.  And  it  gives  TRW's  automotive 
customers  access  to  some  of  the  worlds  most 
talented  aerospace  scientists  and  engineers. 

Automotive.  Aerospace.  Information.  Innovation. 


r  a  TRW  Annual  Report,  write  TRW  Inc.,  Dept.  B,  1900  Ric  hmond  Rd.,  Cleveland,  Ohio  44124-3760. 
IW  Inc .  1994  TRW  is  the  name  and  mack  of  TRW  Inc 
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Geographique. 
Around  the  world 

IN  24  HOURS. 


The  world  has 
never  seen  a 
watch  quite  like 
the  mechanical 
Geographique 
before:  fashioned 
in  18  k  cold,  it 
automatically 
shows  the  local 
time  and  date  as 
well  as  the  time 
in  every  other 
zone  around  the 
world.  a  master- 
piece of  such 
distinction, 
which  even  fea- 
tures a  maintain- 
ing power  display, 
could  only 
come  from  the 
craftsmen  of 
jaecer-lecoultre, 
the  watchmaker 
with  160  years  of 
tradition. 


SETTING  NEW 
STANDARDS  IN 
SIMPLICITY.  TURN 
THE  LEFT-HAND 
CROWN  UNTIL  ONE 
OF  THE  24  CITIES 
IS  AT  THE  TOP  AND 


THE  HANDS  ON  THE 
LOWER  TWO  DIALS 
WILL  AUTOMATICALLY 
SHOW  LOCAL  TIME 
IN  THAT  PARTICULAR 
TIME  ZONE. 


«Jaeger-leCoultrp> 

TOURfteflU 

New  York  •  Geneva  •  Palm  Beach  •  Bal  Harbour  •  Costa  Mesa 

NEW  YORK  □  MADISON  AVE  -  52ND  ST.  □  MADISON  AVE  -  59TH  ST  □  34TH  ST.-7TH  AVE. 
FLORIDA  □  PALM  BEACH  -  WORTH  AVE.  □  BAL  HARBOUR  -  BAL  HARBOUR  SHOPS 
CALIFORNIA  □  COSTA  MESA  -  SOUTH  COAST  PLAZA 
SHOP  AT  HOME  (212)  758-6234  1-800-348-3332 


FOR  MORE  INFORMATION  ABOUT  WATCHES  FROM  JAECER-LECOULTRE.  OR  FOR  YOUR  FREE  COPY  OF 
OUR  COMPLETE  CATALOGUE,  CONTAINING  MORE  THAN  200  PAGES  WITH  DETAILED  INFORMATION 
ABOUT  JAEGER-LECOULTRE'S  HISTORY  AND  PRODUCTS.  CONTACT: 

Jaeger-LeCoultre,  p.  O.  Box  I608.  Winchester,  va  226Q4.  Telephone  (800)  JLC-Time. 


Brando.  Promoted  Ali-Frazicr  fight, 
etc.  With  Norman  Lear  1974  created 
All  in  the  Family,  Embassy  Pictures. 
Sold  1985  to  Coca-Cola  for  $485 
million.  Bought  Loews  theaters  for 
S160  million,  sold  1986  for  reported 
$300  million.  With  Charles  Doian, 
Robert  Bass  (see  both),  failed  bid  for 
Time  1989.  With  Mexican  billionaire 
Azcarraga  et  al.  bought  Univision 
from  Hallmark  (see  Donald  Hall) 
1992:  leading  Spanish-language  TV 
network  in  U.S.  Estimated  some 
$400  million. 


Clayton  Lee  Mathile 

Petfood.  Dayton,  Ohio.  53.  Married, 
5  children.  Former  Campbell  Soup 
buyer  hired  1970  by  Paul  lams,  ani- 
mal nutritionist  turned  pet  food  mak- 
er. Mathile  succeeded  lams  1975. 
Bought  out  lams  cheap  1982. 
Brought  in  upgraded  management, 
board.  From  $16  million  sales  to  near 
$350  million  1993.  "Focusing  on  the 
dog  and  cat  as  customer"  apparently 
paying  off.  Sold  breeders  on  promises 
his  premium  product  would  produce 
healthier  animals.  Pioneered  fast- 
growing  yuppie  puppy  food  market 
pitching  ultrapremium  product  the 
pros  use;  got  premium  prices,  mar- 
gins. More  strategic  but  keeping  per- 
sonal touch.  Increasing  sales  to  inter- 
national market,  veterinarians.  Net  I 
worth  estimated  $400  million. 


Oveta  Gulp  Hobby  and  family 

Media.  Houston.  89.  Widowed,  2 
children.  Daughter  of  state  represen- 
tative, Texas  House  parliamentarian 
age  20.  At  25  ran  for  legislature,  lost.j 
Married  Houston  Post  publisher  Wil- 
liam Hobby;  he  added  radio,  televi- 
sion. Liberal  GOP  fashion  plate,  first 
HEW  secretary  under  Eisenhower.  Son 
William  Jr.  became  Texas  lieutenant 
governor.  Daughter  Jessica  married 
into  politically  significant  Catto  fam- 
ily. H&C  Communications  set  up 
1979,  began  liquidating  with  sale  of 
Houston  Post  1983.  Bidder  of  $400 
million  for  rest  went  bankrupt  1992; 
deal  undone.  Sold  piecemeal,  got 
more  cash:  Final  properties  (Hous- 
ton, San  Antonio  TV)  sold  to  Wash- 
ington Post  Co.  1993.  After  Uncle 
Sam's  bite,  fortune  still  estimated 
some  $400  million. 
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Car  collector 

Real  estate  developer 
and  former  car  salesman 
Ken  Behring  (see  p.  266) 
has  a  collection  of  about 
200  European  and  Amer- 
ican cars  custom-made 
between  1925  and  1940. 
Like  a  Model  J  Duesenberg 
worth  $7  million  that 
belonged  to  Clark  Gable. 
That's  besides  the  70  cars 
he  gave  to  the  car 
museum  he  founded  in 
1988  at  the  University  of 
California  at  Berkeley. 
But  Behring  doesn't  drive 
the  vehicles.  They're  too 
valuable,  he  says. 
"How  can  you  drive  a 
$1  million  car?" 


Jane  B.  Engelhard 

Inheritance.  Far  Hills,  N.J.  76.  Twice 
widowed,  5  daughters.  Father  was 
Brazilian  diplomat.  Family  fled  war- 
ravaged  Europe  for  Buenos  Aires  with 
"nothing  but  our  passports  and  our 
personal  belongings."  Second  hus- 
band, "Platinum  King"  Charles  En- 
gelhard Jr.  (d.  1971 ),  inherited  small 
Engelhard  Minerals  &  Chemicals, 
built  what  is  now  Engelhard  Corp.; 
prototype  for  James  Bond  character 
Goldfinger.  Globe -hopped  with  Jane 
in  private  airliner;  left  $300  million 
estate.  Jane  retired  socialite.  Collects 
rare  books,  documents,  e.g.,  original 
proclamation  of  Louisiana  Purchase 
signed  by  Jefferson.  Has  $80  million 
foundation  with  daughters.  Fortune 
"Not  as  dependent  on  djia  as  some"; 
should  be  over  $400  million. 


Karsten  Solheim 

Ping  golf  clubs.  Phoenix.  83.  Mar- 
ried, 4  children.  Son  of  Norwegian 
cobbler  who  immigrated  to  U.S. 
1913.  Depression  forced  out  of  col- 


lege; opened  shoe  shop.  Developed 
engineering  skills  WWII.  Joined  GE 
1953,  helped  develop  first  portable 
TV.  Tried  golf;  decided  he  could  make 
better  clubs,  designed  his  own:  Ping 
putters  (for  sound  made  striking  ball). 
Added  irons,  woods  1970s.  Karsten 
Manufacturing  about  50%  of  putter 
market;  club  sales  estimated  $130 
million.  But  stiffer  competition:  new 
Ping  woods  overshadowed  by  hot  Big 
Berthas  from  Callaway  Golf.  New  Big 
Bertha  irons,  other  clubs,  loom.  Net 
worth  estimated  $400  million. 


Carl  Gelian  Icahn 

Finance.  Bedford,  N.Y.  58.  Getting 
divorced;  2  children.  Grew  up  middle 
class,  NYC's  Queens.  Schoolteacher 
mother;  father,  frustrated  opera  sing- 
er, cantor  at  local  synagogue;  read 
Schopenhauer  to  Carl.  Princeton 
scholarship;  med  school  dropout.  To 
Wall  St.  with  $4,000  poker  winnings. 
In  1962  crash  had  to  sell  convertible. 
Borrowed  $400,000  for  NYSE  seat 
1968;  bought  into  firms  that  had  to 


improve,  buy  him  out  or  spin  off.  In 
1980s  acf,  twa,  usx,  Texaco.  More 
recently  into  debt  restructurings,  of- 
ten pitted  against  fellow  vulture  inves- 
tor Leon  Black,  twa,  out  of  Chapter 
11,  shaky.  If  TWA  tanks,  Icahn  could 
be  liable  for  pension  payments:  $30 
million  a  year  for  8  years.  Estimated 
worth  $400  million  or  more,  depend- 
ing on  future  liabilities. 


Jane  Bancroft  Cook 

Inheritance.  Cohasset,  Mass.;  Saraso- 
ta, Fla.  82.  Thrice  widowed,  once 
divorced;  3  daughters.  Once  avid  sail- 
or, rider,  acted  opposite  Humphrey 
Bogart  in  summer  stock.  Only  living 
grandchild  (actually,  stepgrandchild) 
Clarence  Barron  (bought  Wall  Street 
Journal,  Dow  ticker  from  Charles 
Dow,  others  1902;  began  Barron's 
1921  at  suggestion  of  son-in-law 
Hugh  Bancroft,  husband  of  adopted 
daughter  Jane).  Cook  major  donor 
education,  hospitals.  "Mrs.  Cook 
likes  to  give  anonymously."  Shy,  re- 
served. Director  Dow  Jones  (and  over 
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Introducing  Club  World SM seat-back  entertainment.  First-run  and  classic  films.  Sports.  Cultural  and  current 
affairs.  Eight  channels.  Your  own  hi-definition  video  screen.  The  widest  range  of  programming  to  choose 
from.  Or  not.  It's  the  way  we  make  you  feel  that  makes  us  the  worlds  favourite  airline. 


BRITISH  AIRWAYS 


The  worlds  favourite  airline1!^^ 


Royal  Insurance 


Your  Shield  Against  the  Unexpected. 

©  Royal  Insurance,  9300  Arrowpoint  Boulevard,  Charlotte  NC  28201-1000 


i —  : 

How  much  time  you  spend 
implementing  a  401(k)  plan 
is  up  to  you. 


OVER  $300,000,000 


12%  control)  1950-85.  "Zealous 
guardian  of  the  journalistic  indepen- 
dence of  the  Journal.'"  With  more 
than  12  million  shares  of  Dow  Jones, 
worth  over  $395  million. 


Frederick  Wallace  Smith 

Federal  Express.  Memphis.  50.  Di- 
vorced, remarried;  10  children.  Suf- 
fered from  crippling  bone  disease  un- 
til age  10.  Decorated  Vietnam  Marine 
officer,  pilot.  Yale  economics  profes- 
sor gave  C  for  overnight  mail  business 
idea.  Used  $3.2  million  inheritance, 
family's  $8  million  to  start  Federal 
Express  1973.  Built  whole  network 
with  $70  million  venture  capital  be- 
fore mailing  first  package.  Went  pub- 
lic 1978.  Now  462  aircraft,  31,000 
vans  deliver  2  million  packages  each 
workday  to  188  countries.  "We're 
especially  pleased  with  the  success  of 
our  International  Priority  service, 
which  is  growing  at  double-digit 
rates."  Director  St.  Jude  Children's 
Research  Hospital,  Memphis.  Re- 
vised grade:  $395  million. 


Bernard  F.  Brennan 

Montgomery  Ward.  Chicago,  111.  56. 
Married,  3  daughters.  Grew  up  mid- 
dle class  Oak  Park,  111.  Dad,  uncles 
Sears  employees.  With  older  brother 
Edward,  to  Sears  1964;  Ed  now  chair- 
man. Bernie  quit  1976  for  small  Flori- 
da retailing  distributor;  elbowed  aside 
founder  1979.  Hard-driving.  To  sag- 
ging Montgomery  Ward  1982,  left 
1983  after  fight  with  boss,  returned  to 
Ward,  languishing  under  Mobil  Oil, 
1985  as  CEO.  Cut  costs,  redesigned 
stores,  tripled  profits.  Led  $3.8  billion 
LBO  with  GE  Capital  1988.  Paid  over 
$200  million  for  appliance  retailer 
Lechmere  Inc.  in  March.  "This  is  the 
iway  to  expand  if  you  can't  get  into 
existing  malls  or  markets."  May  take 
Ward  public  for  more  acquisitions. 
Bernie  estimated  over  $390  million. 


Sidney  Kimmel 

Jones  Apparel.  Philadelphia;  NYC.  65. 
Single,  no  children.  Son  of  Philly 
cabbie;  Temple  U.  dropout  1949, 
worked  in  knitting  mill  1950s.  Rose 
to  president  1968  women's  sports- 
wear company  Villager,  Inc.;  to  W.R. 
Grace  1970,  created  Jones  Apparel 

Forbes  400  ■  October  17,  1994 


Running  a  business  requires  your  complete  attention  and  most  of  your 
time.  Fortunately,  there's  a  401(k)  plan  that  doesn't-the  T.  Rowe  Price  Century 
Planf1  designed  with  companies  like  yours  in  mind. 

The  Century  Plan  is  comprehensive  in  its  features,  yet  simple  for  you  to 
implement  and  maintain.  From  establishing  the  plan  to  conducting  annual 
compliance  testing,  this  401(k)  plan  has  been  designed  to  do  most  of  the  work 
for  you.  This  allows  both  you  and  plan  participants  to  share  in  the  benefits  of  a 
retirement  plan  that's  efficient,  convenient,  and  effective. 

For  you,  it  means  having  more  time  for  business,  and  having  the  confi- 
dence that  your  company's  401(k)  plan  is  working  hard.  For  your  employees, 
the  Century  Plan  offers  the  opportunity  to  help  build  a  portfolio  that  meets 
their  retirement  savings  goals. 

The  T.  Rowe  Price  Century  Plan  gives  your  employees  access  to  one  of  the 
nation's  largest  families  of  no-load  mutual  funds.  Perhaps  more  important, 
the  plan  provides  clear,  effective  educational  materials,  based  on  our  years 
of  experience  communicating  with  401(k)  participants.  And,  of  course, 
our  T.  Rowe  Price  retirement  specialists  will  be  available,  toll  free,  to  answer 
their  investment  questions. 

Call  today  to  receive  your  Century  Plan  Kit.  Learn  more  about  the 
401(k)  created  with  companies-and  schedules-like  yours  in  mind. 


Call  now  for  your  free  Century  Plan  Kit 
1-800-831-1359 


T.RoweRice 


Ik, 


T.  Rowe  Price  Investment  Services,  Inc.,  Distributor 


CEN023818 


OVER  $300,000,000 


Easy  come,  easy  go 

Thomas  H.  Lee's  fortune  (see  p.  233)  skyrocketed  with  his  4.35  million  shares  of 
Snapple  Beverage  and  his  interest  in  THL  Equity  Partners,  which  owns  38.9  million 
Snapple  shares.  But  success  attracted  unwelcome  attention:  Coca-Cola  muscled 
in  with  its  highly  hyped  Fruitopia  this  summer,  and  Arizona  Iced  Tea  is  eating  away  at 
Snapple's  market  share.  Distributors,  burned  by  shortages  last  year,  stocked  up 
early  this  year  but  now  are  trying  to  unload  excess  inventory.  One  result:  Snapple 
recently  traded  at  13'/>,  down  58%  from  its  peak,  and  Lee  is  millions  poorer. 


division.  Bought  Jones  with  Grace 
accountant  Gerald  Rubin  1975; 
Jones  New  York  label  developed  as 
"the  poor  girl's  Armani.'1  Overex- 
panded  almost  to  bankruptcy  1987; 
dropped  weak  divisions,  focused  on 
main  label.  Bought  Rubin  out  1989; 
public  1991.  Designs,  markets  (but 
does  not  manufacture)  designer  suits, 
sportswear.  Knows  limits  now:  "I 
can't  make  a  statement  that  says,  hey, 
miniskirts  are  in,  or  the  prairie  look  is 
out."  Stock,  etc.,  $390  million. 


Harry  Howard  Hoiles 
Mary  Jane  Hoiles  Hardie 

Publishing.  Siblings:  children  of  Ray- 
mond C.  Hoiles  (d.  1970),  worked 
way  up  from  $2/week  printer's  assis- 
tant to  buy  Bucyrus  (Ohio)  Telegram 
1927,  Santa  Ana  Register  1935.  Used 
papers  to  spread  libertarian  philoso- 
phy: opposed  public  schooling,  police 
forces,  highways,  etc.:  "The  kind  of 
newspaper  a  man  takes  has  a  lot  to  do 
with  the  kind  of  man  he  becomes." 
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Escaped  2  bomb  attempts.  The  31 
papers  now  have  circulation  ap- 
proaching 1  million;  also  5  TV  sta- 
tions, 1  news  channel:  called  Freedom 
Communications  "because  freedom 
will  live  forever  and  the  Hoiles  name 
will  be  forgotten  in  a  short  time." 
Descendants  doing  best  to  attain  ob- 
scurity. Three  children  inherited:  son 
Clarence  headed  company.  His  death 
(1981)  led  to  bruising  family  battle: 
"No  one  can  hate  each  other  the  way  a 
family  can."  Also  Harry:  Colorado 
Springs,  Colo.  78.  Married,  3  chil- 
dren. Shares  father's  philosophy. 
Sued  for  control  1982,  offered  to  buy 
company  outright  for  $1  billion 
1985.  Mary  Jane:  Marysville,  Calif. 
72.  Married.  4  children.  Husband 
Robert  is  Freedom  chairman.  Free- 
dom recently  invested  in  IT  Network: 
interactive  classified  ads.  Hardie  fam- 
ily, Clarence's  heirs  unwilling  to  split 
up  chain:  "It'd  be  like  unscrambling 
an  omelette."  The  Freedom  omelette 
worth  estimated  $1.15  billion,  split 
equally  among  three  branches. 


Jesse  Mack  Robinson 
and  family 

Banking,  insurance.  Atlanta.  71.  Mar- 
ried, 2  daughters.  College  dropout, 
used  car  salesman;  built  chain  of  auto 
loan  companies.  "Mack"  financed 
Yves  St.  Laurent  1960;  sold  80%  stake 
1966  for  $1  million.  "One  doesn't 
always  keep  the  right  things." 
Bought,  opened  22  banks,  branches 
in  72  towns.  Led  merger  of  First 
National  Bank  of  Atlanta  with  Wa- 
chovia Bank  of  North  Carolina  1985; 
retains  sizable  Wachovia  stake.  Now 
off  board:  mandatory  retirement  age 
70.  Also  lumber  mills,  insurance,  etc. 
Heart  attack  1986  spurred  slow  sale  of 
businesses;  but  acquired  others,  e.g., 
retailer  Leath  Furniture  expanding 
Midwest,  Fla.  Breeds  racehorses, 
golfs.  Wants  daughters,  son-in-law  to 
succeed  him.  Estimated  $385  million. 


Howard  Brighton  Keck 

Inheritance.  LA.  81.  Son  of  William 
Sr.,  renowned  wildcatter  who  taste- 
tested  core  samples;  founded  Superi- 
or Oil  1921.  Among  first  to  drill 
offshore  Venezuela,  Louisiana.  Be- 
came leading  independent;  huge  re- 
serves. Sons  Howard,  William  II  feud- 
ed over  control.  William  Sr.  (d.  1964) 
tried  to  sell  1959,  failed;  chose  How- 
ard over  namesake,  who  died  1982. 
Diversified  unprofitably  into  mining, 
timber,  farming;  back  to  oil  1976. 
Avoids  limelight.  Angry  hand-picked 
directors  forced  him  off  board  in 
1983  proxy  battle.  Mobil  bought  Su- 
perior for  $5.7  billion  1984.  Heads 
Keck  Foundation,  big  giver  to  educa- 
tion. Financed  $70  million  Keck  Ob- 
servatory atop  Hawaiian  volcano.  Net 
worth  estimated  about  $385  million. 


Fitz  Eugene  Dixon  Jr. 

Inheritance.  Lafayette  Hill,  Pa.;  Palm 
Beach,  Fla.;  Winter  Harbor,  Me.  71. 
Married,  1  son,  1  daughter.  Great- 
grandfathers were  P.A.B.  Widener, 
streetcar  magnate,  d.  1915  with  re- 
ported $100  million  estate;  William 
Elkins,  d.  1903  with  reported  $30 
million  fortune.  Fitz:  Harvard  drop- 
out, taught  16  years  at  his  prep 
school,  Episcopal  Academy,  "happi- 
est days  of  my  life."  Big  giver:  medi- 
cine, education.  Investments  mostly 
blue  chips,  bonds,  some  real  estate, 
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Turn  Your  Cash  Dividends 
Into  Stock.  Free. 


Introducing  the  NEW 
Schwab  NO-FEE  StockBuilder  Plan: 


Easy  and  Automatic. 

Now  you  can  reinvest  the  dividends  from 
your  stocks  in  more  shares  and  pay  no  commissions 
or  transaction  fees.  Just  enroll  today  in  the  Schwab 
No-Fee  StockBuilder  Plan. 

All  you  need  is  to  have  your  stocks  on  deposit  in 
any  Schwab  account — even  retirement  accounts. 
Over  4,000  Stocks. 

Reinvest  all  or  just  some  of  the  dividends  from  your 
stocks.  The  choice  is  yours.  Over  4,000  exchange-listed 
and  Nasdaq  stocks  are  eligible. 

Just  tell  us  which  stocks  you'd  like  to  enroll  in 
the  plan.  We'll  handle  the  details.  And  you'll  have  the 


benefit  of  one  convenient,  no-cost  service  for  all  your 
dividend  reinvestment  needs.  And  your  Schwab  account 
is  protected  up  to  $50  million* 

For  more  information  or  to  start  your  StockBuilder 
Plan  today,  visit  any  one  of  our  over  200  Schwab  offices 
nationwide  or  call: 

1-800-4-SCHWAB,  ext.  33B 

(1-800-472-4922) 

Charles  Schwab 

Helping  Investors  Help  Themselves® 


*Your  assets  are  protected  for  up  to  $50  million  per  customer;  the  Securities  Investor  Protection  Corporation  (SIPC)  provides  up  to  $500,000  to  protect  the  assets  in  accounts  you  hold 
in  a  separate  account  capacity  (for  instance,  as  custodian,  joint  tenant,  or  sole  owner),  with  a  limit  of  $100,000  for  claims  of  between-investment  cash  balances.  In  addition,  the  Aetna 
Casualty  and  Surety  Company  provides  up  to  $49.5  million  of  protection  for  securities.  This  protection  does  not  cover  you  for  fluctuations  in  the  market  value  of  your  securities. 
Dividend  reinvestment  does  not  assure  profits  on  your  investments  and  does  not  protect  against  loss  in  declining  markets.  New  stock  purchases  are  made  by  combining  cash  dividends 
from  your  account  with  those  from  other  customers  requesting  reinvestment  in  the  same  security.  Your  new  shares  are  then  allocated  to  your  account.  ©1994  Charles  Schwab  &  Co.,  Inc. 
Member  SIPC/NYSE.  All  rights  reserved. 
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OVER  $300,000,000 


Hitting  the  trail7 

Gene  Autry  (see  p.  266)  is  threatening  to  move  his  California  Angels  baseball 
team  out  of  Anaheim  Stadium  if  it  isn't  renovated.  The  team,  lately  valued  at 
$125  million,  could  be  worth  more  in  a  new  stadium. 


including  Grindstone  Neck,  Me.  (re- 
sort where  he  was  born).  Philadelphia 
power  broker.  Owns  15%  (baseball) 
Phillies.  Grandfather  George  died  on 
Titanic;  Fitz  wears  emerald  ring  given 
to  grandmother  as  she  stepped  into 
lifeboat.  Fitz  estimated  $385  million. 


Charles  H.  Murphy  Jr.  and  family 

Murphy  Oil.  74.  Married,  4  children. 
El  Dorado,  Ark.  Investor  Charles  Sr. 
(Mr.  Charlie)  acquired  land,  timber; 
drilled  first  Louisiana  oil  well  1907  (d. 
1954);  son  Charles  Jr.  started  oil  pro- 
duction company  at  16  with  $5,000 
gift  from  grandfather.  At  21  took  over 
Murphy  Oil  Corp.  after  father  suf- 
fered stroke.  "'When  I  might  have 
been  a  college  freshman,  I  had  already 
found  oil,  had  40  employees,  owed 
$100,000,  wanted  to  marry.  Being  a 
freshman  didn't  appeal  to  me."  Built 
integrated  company  though  mergers, 
exploration,  determination,  reinvest- 
ment. Chairman;  retires  this  month, 
when  son  Madison  takes  over.  Secret 
to  family  success:  "See  that  your  sis- 
ters marry  outstanding  men."  Also 
bank  stocks.  Family's  26%  Murphy 
Oil,  etc.,  over  $385  million. 


Richard  E.  Jacobs 

Shopping  centers.  Lakewood,  Ohio; 
NYC.  69.  Divorced,  3  children.  Raised 
Akron,  unpretentious  son  of  Good- 
year blimp  salesman.  Postwar,  fol- 
lowed brother  Dave  into  real  estate 
sales;  assembled  sites  for  Ed  DeBar- 
tolo  (which  see).  Teamed  with  Cleve- 
land strip  builder  Dominic  Visconsi 
1954;  built  first  mall  in  Columbus, 
Ohio  1964.  Later  bought  out  Vis- 
consi. Dave  handled  construction, 
died  1992.  Dick  now  runs  36  malls 
nationwide,  34  million  sq.  ft.  Returns 
to  list  this  year:  REIT  retiring  $700 
million  mall  debt.  Shares  divvied  like 
fortune:  60%  Dick,  40%  Dave's  heirs. 
Dick  also  owns  Cleveland  (baseball) 
Indians  (and  operates  stadium),  etc. 
Dick  estimated  over  $380  million; 
David's  heirs,  over  $150  million. 


Charles  Thomas  Munger 

Berkshire  Hathaway,  la.  70.  Married, 
8  children.  U.  of  Michigan  1941-42; 
Cal  Tech  1943  while  in  Air  Force. 
Postwar,  Harvard  Law  School,  J.D. 
1948  magna  cum  laude.  Lawyer  in  LA 
1948-65;  retired  from  firm  he  co- 
founded,  Munger  Tollcs  &  Olson. 


Met  Warren  Buffett  (which  see)  1959; 
coinvested  mid-1960s.  One  big  win 
ner:  Blue  Chip  Stamps;  today,  many 
big  winners.  Berkshire  Hathaway  offi- 
cer 1976;  director,  vice  chairman 
since  1978.  Was  surprised  by  inclu- 
sion here  for  first  time  last  year:  "I've] 
been  associated  with  Warren  so  long, 
I  thought  I'd  just  be  a  footnote." 
Likes  golf,  bridge,  fishing.  Says  life's 
goal  to  stay  below  Forbes  Four  Hun- 
dred. Failed:  his  Berkshire  Hathaway 
shares  recently  $380  million. 


Virginia  McKnight  Binger 

Inheritance.  Wayzata,  Minn.  78. 
Married,  3  children  (1  deceased). 
Only  child  of  William  McKnight, 
South  Dakota  farmboy  who  climbed 
nascent  3M  corporate  ladder  from 
bookkeeper  to  CEO;  d.  1978.  Left 
$500  million  to  McKnight  Founda- 
tion, daughter.  Virginia  now  honor- 
ary chair  (daughter,  Cynthia,  is  presi- 
dent) of  $1  billion  foundation;  gave 
away  over  $50  million  last  year  to  arts, 
nonprofits  helping  Minnesota  poor. 
Also  has  own  charity,  VMB  Fund: 
"We're  trying  to  solve  something  in 
this  world."  Ex- Honeywell  CEO  hus- 
band, James,  runs  their  nyc  Jujamcyn 
theater  chain.  Once  raised  Thorough- 
breds, won  Kentucky  Derby  1990. 
Development  of  former  horse  farm 
site  dropped,  now  for  sale.  3M  stock, 
etc.,  recently  worth  $375  million. 


Sigfried  Weis 
Robert  Freeman  Weis 

Cousins.  Weis  Markets.  Sigfried: 
Lewisburg,  Pa.  78.  Robert:  Sunbury, 
Pa.  75.  Both  married,  3  children  each; 
both  went  to  Yale.  Their  fathers 
opened  small  Sunbury  grocery  1912. 
Became  Weis  Markets  1947.  Sigfried, 
Robert  cochairmen.  Bestseller:  1,800 
private-label  items.  "We  have  people 
who  understand  what  quality  is." 
Added  own  manufacturing:  meat 
plant,  dairy,  ice  cream  and  ice  produc- 
tion; also  construction  division,  truck 
fleet.  Own  real  estate,  including  half 
their  stores;  teamed  up  with  Wal- 
Mart  1991  to  open  more  stores  in 
Pennsylvania.  Many  now  have  phar- 
macies selling  at  low  prices:  "That's 
important  to  a  complete  supermar- 
ket." Also  important:  no  bank  credit 
to  fund  expansion — "a  big  advan- 
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Since  1735  there  has  never  been  a  quartz  Blancpain  watch 

And  there  never  will  be. 


IB 


Blanc  paiN 


Tourbillon 

After  the  invention  of  the  tourbillon  in  1795, 
watchmakers  succeeded  in  offsetting  the 
effects  of  gravitation  and  hence  providing 
mechanical  watches  with  optimum 
precision. 

Housed  in  a  small  mobile  cage,  the  balance 
and  escapement  make  one  rotation  per 
minute,  the  effect  of  which  is  to  cancel  out 
the  rate  variations. 


TIMF  PRODUCTS  INC  20  West  33rd  St .  New  York  1 0001  NY,  USA 
Tel  (21 21 594  33  22  Fax  (21 2)  594  78  66 

Catalogue  and  video  BtANCPAIN  SA  CH-1348  te  Brassus.  Switzerland 
Tel  41-21  845  40  92  Fax  41-21  84541  88 


Today,  Blancpain  has  perfected  and 
miniaturized  this  masterpiece  of 
watchmaking  art  and  created  the  first 
tourbillon  in  the  world  with  eight  days  power 
reserve. 

This  particularly  sophisticated  piece  of 
horological  engineering  reflects  the 
virtuosity  and  innovative  spirit  of  Blancpain's 
enthusiastic  team  of  master  watchmakers, 
who  view  the  tourbillon  as  a  salute  to  the 
classic  art  of  watchmaking  they  so  ably 
perpetuate. 


TECHNOLOGY  THAT 
WORKS  FOR  LIFE 


SOIS/I  ETHI  Nt~, 


\y^S  fiE  DON 


Through  commitment, 
innovation  and  an  emphasis 
on  total  quality, 
Samsung  has  become  one 
of  the  world's  fastest 
growing  technology  resources. 
Samsung  is  not  only  on 
the  forefront  of  electronics, 
but  has  received  world- 
wide recognition  for  advances 
in  engineering  as  well. 
Below  are  just  a  few  examples 
of  how  Samsung  quality 
and  technology  are  working 
for  everyone. 

For  more,  write  P.O.  Box  260, 
Ridgefield  Park,  NJ  07660. 
Fax  201-229-6058. 


ELECTRONICS 

199-gram  cellular  phone 

High-definition  TV 

64M  DRAM  semiconductors 

Notebook  PC 

Home  service  robot 

ENGINEERING 

Offshore  oil  and  gas  platform 
Aerospace 

Dozers,  excavators  and  loaders 
Chemicals 

Double-hull  oil  tankers 


Can  you  spot  the  one 
who  flew  Northwest? 


In  some  circles,  as  it 
turns  out,  arriving  late  is 
not  particularly  fashionable. 

Which  is  why  businesses 
that  run  by  the  clock  count 
on  an  airline  that  does  the 
same:  Northwest  Airlines. 
For  the  fourth  consecutive 
year,  Northwest  has  been 
the  number  one  on-time 
airline  among  the  seven 
largest  U.S.  carriers? 

It's  the  sort  of  performance 
that  should  warm  the  heart 
of  anyone  who  believes  time 
is  money.  And,  on  occasion, 
even  more  precious. 

For  information  or  reser- 
vations, call  your  travel  agent 
or  Northwest  Airlines  today. 

And,  when  and  if  they  ar- 
rive, suggest  to  those  around 
you  that  they  do  the  same. 

@ NORTHWEST 
AIRLINES 

Some  People  Just  Know  How  to  Fly. 


1  •  8  0  O 


2   2   5   *  2   5   2  5 


•Based  on  U.S.  Department  of  Transportation  consumer  reports  for  the  years  1990.  1991.  1992  and  1993.  ©  1994  Northwest  Airlines  Northwest  recycles  enough  paperto  save  33.000  trees  a  year  £  J 
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OUER  $300,000,000 


tage."  Profits  have  been  running 
above  industry  average.  Not  ones  to 
brag,  family  "very  private."  Sigfried 
owns  34%,  recently  worth  $375  mil- 
lion; Robert,  29%,  recently  S325  mil- 
lion. Relatives  hold  stock  recendy 
worth  around  $330  million. 


Henry  W.Bloch  ★ 

H&R  Block.  Shawnee  Mission,  Ivans. 
72.  Married,  4  children.  U.  of  Michi- 
gan B.S.  1944.  Lawyer  father,  mother 
a  New  York  Wollman  (as  in  C  entral 
Park's  Wollman  Rink).  Enlisted  Air 
Force  1943;  31  combat  missions;  Air 
Medal,  3  Oak  Leaf  ("lusters.  Started 
business  1946  with  great-aunt's 
$5,000  loan,  hired  younger  brother 
Richard:  accounting  for  small  busi- 
nesses. Ran  ad  1955  to  do  individual 
tax  returns,  $5  each;  found  a  new 
business:  "There  was  really  nobody 
around  to  help  the  average  person." 
Bought  CompuServe  1980;  wisely 
kept  it.  Quit  as  CEO  1992;  succeeded 
by  son  Tom.  Frozen  out  of  K.C. 
Country  Club  until  professional  golf- 
er Tom  Watson  noisily  quit  club  in 
1990  protest,  charging  anti-Semi- 
tism. Stock,  etc.,  over  $375  million. 


Robert  Einar  Petersen 

Publishing.  Beverly  Hills.  68.  Mar 
ried,  childless.  Son  of  California  auto 
:  mechanic;  short-order  cook,  pumped 
;  gas;  turned  car  hobby  into  magazine 
with  $400,  partner.  Hawked  Hot 
i  Rod  for  25  cents  at  races  1948. 
I  Bought  out  partner  1950.  Built  Pe 
!  tersen  Publishing  to  29  monthlies  or 
bimonthlies;    adding    new    titles — 
I  Golfing,  mtb  (mountain  biking),  Au- 
totronics — to  old  favorites:  Guns  & 
Ammo,  Motor  Trend,  Skin  Diver. 
Teen  largest  circulation:  "We  don't 
do  grunge  or  slime.  .  .  .  We  put  out 
I  Teen  for  nice,  clean-cut  girls. "  First 
'  man  to  bag  polar  bear  with  revolver 
1965:  "I'm  trying  to  outlive  that." 
|  Opened  Petersen  Automobile  Muse 
■  um.  Also  air  chartering  business,  real 
|  estate.  Thought  over  $375  million. 


Robert  Addison  Day  Jr. 

Money  management;  inheritance. 
I  NYC.  50.  Married,  3  children.  Grand- 
|  son  of  Superior  Oil  founder  William 

M.  Keck  and  of  Addison  Day,  one- 


time president  Los  Angeles  Gas  Co. 
Claremont  McKenna  College.  White 
Weld  salesman.  Started  own  money 
management  firm.  In  1972  launched 
Trust  Co.  of  the  West  with  $1.5 
million  from  investors.  Took  oft, 
found  profitable  niches:  growth 
stocks,  Latin  securities,  junk  bonds, 
etc.  Today  manages  diversified  $55 
billion,  growing  SI  billion  a  month. 
"There  are  only  two  kinds  of  players 
in  this  game-  w  inners  and  losers.  My 
grandfather  always  said  5%  of  the 
geologists  discovered  95%  of  the  oil." 
His  40%  of  rcw,  inheritance,  etc., 
believed  $375  million. 


Richard  Alan  Smith 

Nancy  Smith  Lurie  Marks  * 

Brother  and  sister.  Harcourt  General 
Inc.,  formerly  General  Cinema. 
Chestnut  Hill,  Mass.  Richard:  69. 
Married,  3  children.  Father  Philip 
founded  company  1922;  built  drive 
in  theater  chain,  went  public  I960, 
died  1961.  Richard:  Harvard  1946; 
L.L.D.  Boston  College  1988.  Bought 
soft  drink  bottling  company  1908; 
became  largest  U.S.  independent 
Pepsi  bottler.  Sold  1989  for  $1.77 
billion.  Bought  49%  Carter  Hawley 
Hale  1984;  exchanged  for  60%  Nei 
man  Marcus  1987.  Acquired  Har- 
court Brace  Jovanovich  1991  forSl  .5 
billion;  renamed  company  1993. 
"We've  probably  divested  more 
things  than  we  invested  in."  Civically 
active.  Sister  Nancy  Marks  co-holds, 
co-votes  family  shares  with  Richard. 
Chestnut  Hill,  Mass.  area.  Married,  3 
children.  Together  run  fortune  esti- 
mated ox  er  $750  million. 


Nan  Tucker  McEvoy 

Publishing.  San  Francisco.  75.  Di- 
vorced,   1    son.   Granddaughter  of 
Chronicle  cofounder  Michael  H.  de 
Young  (d.  1925).  Other  cofounder 
Charles  de  Young  shot  mayoral  candi 
date  Isaac  Kalloch  in  tend  1879;  Kal 
loch's  son  then  shot  Charles  to  death. 
Joint    operating    agreement  with 
Hearst-owned  San  Francisco  Exam- 
iner. Nan  called  only  liberal  in  family: 
former  Peace  Corps  administrator, 
founder  abortion   clinic.  Inherited 
largest  share  of  Chronicle  after  moth 
er,  family  matriach  Phyllis  de  Young 
Tucker,  died  1988.  Well  liked,  active 


chairwoman,  will  sell  San  Francisco 
Chronicle  "over  my  dead  body." 
Now  3  dailies,  3  TV  stations;  cable 
reportedly  on  the  block.  Nan's  share 
estimated  $370  million,  overall  fam- 
ily, si  billion. 


Edmund  Wattis  Littiefield 

Utah  International.  80.  Burlingame, 
Calif.  Married,  3  children.  Grandson 
of  F..O.  Wattis,  cofounder  Utah  In- 
ternational (major  coal  producer). 
Water  boy  for  UI  construction  crews 
age  14.  Stanford  M.B.A.  1938;  Phi 
Beta  Kappa.  I'l  general  manager 
1958;  nixed  nepotism:  "The  compa- 
ny needed  to  be  managed  profession- 
ally." GE  director  "  1964-84;  Ul 
merged  with  GE  1976.  "The  c;k  stock 
has  gone  up  so  damn  much  over  the 
past  years.  It  sure  beats  working." 
Stanford  graduate  management  cen- 
ter named  for  him.  Game  bird  hunt- 
er, flv  fisherman,  as  golfer  can  shoot 
his  age:  "It's  getting  a  little  harder 
now."  Active  civic  affairs.  Edmund's 
hardworking  GF.  stock,  etc.,  recently 
worth  $360  million. 


Joyce  Raley  Teel  * 

Supermarkets,  drug  centers.  West 
Sacramento,  Calif.  63.  Married,  5 
children.  Sacramento  City  College, 
1951.  Father,  Tom,  managed 
Safeway  store  before  opening  first 
Raley's,  Placcrvillc,  Calif,  1935. 
Tried  combination  drug  and  grocery 
"superstore"  1958.  Introduced  pre 
cut,  prepackaged  meat.  Joyce  worked 
at  Raley's  as  teenager;  left  to  raise 
family  with  husband,  Jim — also  from 
Raley's.  Talked  Dad  into  letting  her 
return  1986; cochairman  (along  with 
husband)  after  lather  died  1991.  Still 
seeks  innovation.  Large  recycling 
program;  pledge  to  reduce  food  pesti 
cide  residue  70%  by  2000.  Raley's  has 
expanded  dramatically  under  Joyce; 
17  new  stores  bring  chain  to  81,  total 
revenues  $1.7  billion.  Net  worth  esti 
mated  over  $360  million. 


Roberto  Crispulo  Goizueta 

Coca-Cola  Co.  Atlanta.  62.  Married; 
2  sons,  1  daughter.  Son  of  rich  Cuban 
sugar  tanner;  Yale  honor  roll.  An- 
swered ad  for  bilingual  chemist  at 
Coca-Cola  1954.  With  $20,  wife,  kids 
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Float  on  the  crystal  calm  waters  of  a  protected  Caribbean  cove. 
Or  bring  it  to  a  boil  behind  a  high  speed  ski  boat.  Dress  for  an 
elegant  gourmet  dinner  or  eat  when  you  feel  like  it  courtesy  of    *S»  / 
24-hour  room  service.  Relax  with  a  good  book  and  a  great 

massage  or  enjoy  unlimited  golf.  Bop  till  you  drop  in  a  glittering 
V        disco  or  share  a  romantic  nightcap  at  the  piano  bar. 

Two  unique  Super-Inclusive  resorts.  From  the  famous  7-mile 
beach  of  Grand  Lido  Negril  to  the  hidden  grottos  and  full  European 


spa  facilities  of  Sans  Souci  Lido.  But  no  matter 
it's  a  Lido  resort.  Which  means  it's  not  just 
It's  not  just  a  cocktail,  it's  lop  shelf.  It's  not  just 
tropical  elegance  blended  with  every  modern 

all-inclusive,  it's  Super-Inclusive.  And  most* of  all, 


which  you  choose, 
a  meal,  it's  a  feast, 
comfortable,  it's 
uxury.  It's  not  just 
it's  not  just  a  resort. 


it's  a  Lido  resort  by  SuperClubs. 


kauris  C30TULC1 
LID  O, 


The  Splendor  and  Charm  of 


tropical  Elegance. 


Gr:r<ajn)Lcl 
][.,    .11  O 


The  Priceless  Measure  of 
Excellence. 


SupetQubs 


The  Caribbean's  Only  Super-Inclusive'''*  Resorts. 
For  a  complete  brochure  or  more  information,  call  your  travel  agent  or  SuperClubs  toll-tree  at  1-800-859-SUPER/Ext  55 


Make  U.S.  Savings  Bonds  part 
of  your  retirement  savings  program. 


They're  the  safe,  easy  and  affordable  way  to  save  for  retirement.  Buy  U.S. 
Savings  Bonds  for  as  little  as  $25.  Ask  your  banker  or  your  employer  about 
including  U.S.  Savings  Bonds  in  your  retirement  savings  program. 

For  more  information,  write  U.S.  Savings  Bonds,  Washington,  DC  20226. 
For  a  recorded  message  of  current  rate  information,  call 
1-800-4US  BOND  •  1-800-487-2663 
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A  public  service  of  this  magazine 


tied  Castro's  Cuba  1961:  "I  wanted 
to  see  if  I  was  worth  anything  or  was 
just  my  father's  son."  In  1970s  prote- 
ge Coke  patriarch  Robert  Woodruff 
(d.  1985).  By  1981  chairman,  CEO  of 
slowing  company.  Took  on  Pepsi 
Challenge,  pushed  growth.  Intense, 
meticulous,  courteous.  Director 
Eastman  Kodak;  led  search  for  new 
chairman  after  Kay  Whitmore  ouster. 
Pushing  Atlanta  business  to  support 
$150  million  bond  referendum  to 
rebuild  infrastructure  for  1996  Olym- 
pics. With  stock,  restricted  stock,  op- 
tions, recently  worth  $360  million. 


Charles  Henry  Dyson  and  family 

Conglomerator.  NYC.  85.  Widowed, 
remarried;  4  children.  Price  Water- 
house  CPA,  decorated  WWII  colonel. 
Represented  Treasury  Dept.  at  Bret- 
ton  Woods  1944.  Left  Textron  VP 
post  1949,  launched  Dyson  -Kissner 
(now  Dyson-Kissner  Moran)  with 
former  colleague  Franklin  Kissner 
1957.  Built  conglomerate  buying  pri- 
vate, mostly  industrial  companies, 
stakes  in  public  companies.  Largest 
private  asset:  Core-Mark  Internation- 
al (West  Coast  food,  consumer  goods 
distributor);  said  struggling  under 
lbo  debt.  Also  7  million  square  feet 
real  estate  in  New  Jersey.  At  least 
$600  million  assets  sold  last  two  years. 
Son  Robert  new  chief  executive, 
chairman.  Dyson's  92%  estimated 
$360  million,  and  dropping. 


Samuel  J.  Heyman 

Corporate  takeover.  NYC.  55.  Mar- 
ried, 4  children.  Yale  (tennis  champ  ), 
Harvard  Law;  under  Bobby  Kennedy 
at  Justice,  chief  asst.  U.S.  attorney 
Connecticut.  When  father  died  1968, 
drawn  into  family  real  estate:  "It  be- 
came so  fascinating  I  decided  to  stay." 
Shopping  malls,  1968-83.  Bought 
GAF  shares  1981;  successful  proxy 
fight  against  "selfish  management." 
With  Michael  Milken's  (winch  sec) 
help,'  went  after  Union  Carbide, 
Borg-Warner;  made  over  $450  mil- 
lion. Took  GAF  private  1989  in  $1.4 
billion  IPO.  Took  Int'l  Specialty  Prod- 
ucts public  1991.  Founded  Heyman 
Center  on  Corporate  Governance  at 
Cardozo  Law  School,  nyc,  1987.  Ex- 
tensive art  collection;  but  much  debt. 
Estimated  over  $355  million. 
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Benefit  now. 
Be  a  benefactor  later. 


Many  individuals  today  are  looking  to  charitable  giving  as  a  way  to  reduce  taxes  while 
being  more  philanthropic.  Others  are  looking  for  a  streamlined,  lew-cost  alternative  to  a 
private  foundation.  And  as  the  end  of  the  1994  tax  year  approaches,  the  search  for  the 
ideal  charitable  vehicle  becomes  increasingly  important.  Consider  the  Fidelity 
Investments  Charitable  Gift  Fund. 

The  Gift  Fund  offers  you  an  easy  way  to  benefit  now — by  taking  immediate  tax 
deductions  for  your  charitable  contributions.  It's  also  a  way  for  you  to  be  a  benefactor 
later — with  the  satisfaction  of  knowing  that  there  may  potentially  be  more  available  for 
your  favorite  charities. 


Your  contributions  to  the  Gift  Fund  compound  tax-free  in  any  of  four  asset  pools  of  Fidelity 
mutual  funds.  When  you  contribute  appreciated  assets — including  stocks,  bonds,  and 
mutual  funds — you'll  pay  no  capital  gains  taxes  and  receive  deductions  based  on  their  fair 
market  value  without  triggering  the  federal  alternative  minimum  tax.  Donated  assets  will 
also  be  free  from  estate  taxes. 

The  Gift  Fund  gives  you  the  flexibility  to  recommend  that  grants  be  made  from  your 
account  on  your  timetable — this  year,  next  year,  or  ten  years  from  now — allowing  you  to 
build  an  endowment  if  you  choose. 


You  can  quickly  establish  a  Gift  Fund  account  with  an  initial  contribution  of  $10,000  or 
more.  Expert  investment  management,  record  keeping,  tax  documentation,  and  other  key 
services  will  be  provided  at  low  cost  by  the  Gift  Fund. 

Benefit  now.  Be  a  benefactor  later.  Start  today.  For  more  information,  please  call 
1  -800-682-4438,  or  fax  your  inquiry  to  61 7-248-1 851 . 


Today's  Deductions  Become 
Tomorrow's  Gifts. 


a  Gift  Fund  account  makes 
everything  easy. 
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OVER  $300,000,000 


Deal,  anyone7 
Coal  baron 
James 
McGlothlin's 
(see  p.  267) ' 
attempt  to  sell 
his  final  coal 
property — the 
Virginia  coal 
division — fell 
through  in  June. 
Once  McGlothlin 
is  able  to  unload 
his  last  lumps, 
he'll  be  sitting  on  a 
liquid  fortune 
estimated  at 
more  than 
$300  million. 
He's  pictured 
here  (center)  in 
his  office  gym. 


Kenneth  Feld 

The  Greatest  Show  on  Earth.  Poto- 
mac, Md.  46.  Married,  3  children. 
Boston  U.  Son  of  Irvin  Feld,  record 
store  and  pharmacy  owner,  turned 
smart  promoter  who  bought  Ringling 
Bros,  and  Barnum  &  Bailey  Circus 
1967  for  $8  million,  rejuvenated;  sold 
to  Mattel  1971  for  $50  million,  re- 
purchased 1982  for  $23  million. 
Groomed  son  for  business;  died 
1984.  Kenneth  built  aggressively  on 
father's  base:  cut  salaries,  other  costs 
to  bone.  "The  tightest  man  in  show 
business.11  Last  year  may  be  best  ever. 
Also  Walt  Disney  World  on  Ice,  Sieg- 
fried &  Roy  magic  show,  Broadway 
shows;  250-acre  Florida  elephant 
farm,  Clown  College  (average  cost  to 
students:  $2,500).  Net  worth  esti- 
mated $350  million. 


Peter  Ackerman 

Junk  bonds.  London.  47.  Married,  2 
sons.  Colgate  U.,  Tufts1  Fletcher 
School  (Ph.D.).  Joined  Drexel  junk 
bond  group  1978  as  analyst:  academ- 
ic became  "sleek,  blue-suited  Turn- 
bull  &  Asser  deal  machine.11  Milken's 


special  projects  man  1981.  kkr's  in- 
vestment banker:  $165  million  salary 
and  bonus  1988,  mostly  for  rjr  Na- 
bisco takeover.  Well-timed  move  to 
London  just  before  Drexel  bankrupt- 
cy 1989.  Financial  consulting,  with 
partner,  as  Rockport  Financial.  Small 
investments  in  buyout  Rinds  (la's 
Aurora  Capital  Partners,  Canyon 
Partners).  Chairman  of  Sokol,  Rus- 
sian joint  venture:  "There  is  an  almost 
unlimited  number  of  high-internal- 
rate-of-return  opportunities  in  Rus- 
sia." Believed  over  $350  million. 


Willis  Harrington  du  Pont 

Edith  du  Pont  Pearson  and  families 

Inheritance.  Surviving  children  of 
Lammot  du  Pont,  brother  and  key 
associate  of  Pierre  Samuel  II  (see  du 
Pont  family);  president  Du  Pont  Co. 
1926-40,  '  chairman  1940-48;  d. 
1952.  Willis:  Palm  Beach,  Fla.  58. 
Married,  3  children.  Son  of  Lammot's 
fourth  wife  (other  siblings  by  first). 
Citrus,  banking  investments  in  Flori- 
da. Brother  Pierre  S.  du  Pont  III  (d. 
1988)  lost  small  fortune  backing 
movies;  father  of  Pierre  IV,  former 


governor  Delaware,  one-time  presi- 
dential candidate.  Edith  (Mrs., 
George  Burton  Pearson  Jr.):  Mont- 
chanin,  Del.  82.  Widowed,  remar- 
ried; 5  children  by  first  marriagei 
Husband  retired  Delaware  judge] 
Willis,  Edith  and  families  believed  to 
share  fortune  estimated  $700  million. 


Clarence  Scharbauer  Jr. 

Inheritance,  oil.  Midland,  Tex.  69. 
Married,  4  children.  Family  moved 
from  NYC,  settled  in  Midland  1889. 
Father  became  leading  citizen,  built 
hotel,  ran  bank.  Also  rancher,  bought 
up  thousands  of  acres  Goldsmith 
Field  to  feed  cattle.  Land  turned  out 
to  be  in  one  of  richest  U.S.  oil  prov 
inces,  the  Permian  Basin.  First  strike 
1935;  has  produced  more  than  90()B 
million  barrels  of  crude  since.  Clar-B 
ence  Jr.  one  of  most  powerful  men  in 
Midland,   west   Texas   oil  capital. 
Doesn't  drill:  sits  back,  collects  royal 
ties.  Very  private.  Has  350,000  acres 
ranchland;  developing  small  pieces.  ^ 
Tends  to  horses,  including  1987  Ken- 
tucky Derby  and  Preakness  Stakes 
winner    Alysheba.    Estimated  net 
worth  $350  million  or  more. 


Katsumasa  (Roy)  Sakioka 
and  family 

Real  estate.  Costa  Mesa,  Calif.  96. 
Married,  6  children.  Youngest  of  6. 
emigrated  from  Japan  1916;  eventu 
ally  naturalized.  Tenant  farmer;  spent 
WWII  in  internment  camp.  Started 
buying  farmland  1946.  Small  down 
payments,  worked  orTmortgages.  Ex- 
panded 1950s:  good  eye  for  location, 
canny  in  getting  low  prices.  Farmed  | 
land;  sold  some  as  southern  California 
development  encroached.  Still  has 
valuable  acres  LA,  Orange,  Ventum 
counties.  Close,  tight-knit  family 
maintains  extremely  low  profile.  Roy 
active,  but  midway  through  tenth  de- 
cade slowing  a  bit:  grandson  George 
now  calling  most  shots.  Despite  Cali- 
fornia real  estate  bloodbath,  Sakiok<i 
holdings  estimated  $350  million. 


Ralph  J.  Roberts 

Comcast  Corp.  Coatesville,  Pa.  74  Bt 
Married,  5  children.  U.  of  Pennsyl- 
vania's Wharton  1941;  WWII:  U'S.  B 
Navy.  Postwar,  worked  in  Philadel 
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"Pension  money  should  not  be  viewed  as  company 
money.  Its  employee  money.  Its  for  their  retirement. 
That's  why  we  safeguard  it  with  CBOT  Treasury 
futures,  for  insurance  against  volatile  interest  rates!' 


Steven  R.  Berlin 

V.R,  Chief  Financial  Officer 

CITGO  Petroleum  Corp. 


V 


"Predicting  interest  rate  fluctuation  is  a  guessing  gamer  says  Berlin.  "And  you  don't  play  games  with 
employee  pension  money'  It's  a  game  that  CITGO,  one  of  the  country's  top  wholesale  oil  marketers  and 
refiners,  feels  has  more  risks  than  rewards.  "Steady,  long-term  returns  are  much  more  important  to  us" 
Berlin  states.  "We  don't  like  to  speculate." 

CBOT  T-Bond  and  T-Note  futures  provide  CITGO  performance  and  profit  predictability.  "Hedging  helps 
us  sleep  at  night,"  adds  Berlin.  "We  can  tell  our  employees,  'Your  money  is  safe.'" 

To  find  out  how  Treasury  futures  can  help  you  fight  interest  rate  QhiC3QO  B03rd  Of  Tr3dG 


fluctuation,  call  for  a  copy  of  "Treasury  Futures  for  Institutional  Investors" 
at  1-800-THE-CBOT,  ext.  6003,  or  1312-435-3558,  ext.  6003 


int  runou  ruun  nununtu 

OVER  $300,000,000 

phia  ad  agency;  later,  VP  public  rela- 
tions for  Muzak  Corp.  Ad  director  of 
suspender  company  1950;  worked  up 
to  president/CEO  1956.  Established 
relationship  with  Pioneer's  lender, 
Philadelphia  National  Bank;  left  1961 
for  own  International  Equity  Corp. 
Cable  investment  Mississippi  1963; 
wisely  focused  on  that  industry:  "The 
most  significant  thing  to  success  is  to 
have  the  proper  timing  and  a  certain 
amount  of  instinct.  I  was  very  fortu- 
nate in  being  in  the  right  place  at  the 
right  time.'"  Now  cable  giant  making 
big  waves  on  information  highway. 
Stock  recently  $350  million. 


James  Lee  Clayton 

Mobile  homes.  Knoxville,  Term.  60. 
Twice  divorced,  4  children.  Son  of 
sharecropper.  "I  picked  a  little  cotton 
last  year  just  for  fun  and  confirmed 
that  I  never  want  to  do  that  again." 
Tlayed  guitar,  had  own  radio  pro- 
gram. "There's  a  lot  of  money  to  be 
made  in  entertainment,  but  it  was 
always  going  in  the  wrong  direction 
for  me."  At  22  had  own  used-car  lot. 
Bankrupt  at  27.  Got  law  degree  at  U. 
of  Tennessee  while  working  nights  at 
radio  station.  In  1966  started  mobile- 
home  business.  Took  Clayton  Homes 
public  1983.  Today  largest  U.S.  re- 
tailer mobile  homes.  Owns  Tennessee 
bank,  gives  to  Tennessee  cultural, 
educational  institutions,  but  "still  a 
used-car  salesman  at  heart."  Estimat- 
ed at  $350  million. 


Seymour  Cohn 

Real  estate.  Palm  Beach  County,  Fla. 
83.  Widowed,  2  children.  Great- 
grandparents  left  Germany,  to  NYC 
1860s.  Dabbled  in  real  estate,  found 
familial  calling.  Seymour  joined  un- 
cle's firm  1931,  rented  space  in  fish 
market.  Asked  brother  Sylvan  Law- 
rence to  join  him  in  new  firm  1946. 
Took  chances;  scrambled,  saved  com- 
missions, bought  properties;  parlayed 
into  lower  Manhattan's  largest,  if 
unglamorous,  real  estate  empire:  12 
million  square  feet  office  space  at 
peak.  Ran  firm  jointly,  until  Sylvan's 
death  1981;  much  sold  in  1980s  for 
$800  million.  Family  still  has  4  down- 
town buildings.  "No  debt."  Cohn's 
half  family  fortune  estimated  $350 
million  or  more. 


Sydney  Mark  Taper  and  family 

First  Charter  Financial.  Beverly  Hills. 
93.  Widowed,  3  children.  Warsaw- 
born  (on  Christmas  Day),  educated  in 
England.  As  child  sold  candy  to  class- 
mates. Bought  residential  real  estate 
firm  age  27,  built  homes  in  England 
during  Depression.  "Retired"  at  37, 
in  1938;  moved  to  California  with 
about  $1 .5  million  to  avoid  war.  Dur- 
ing WWII  built  G.I.  housing;  quit 
business  again.  Witnessed  California 
economy  booming,  founded  First 
Charter  s&L  1955;  took  public  1959. 
Closely  controlled  by  frugal  Taper: 
"In  England,  we  despised  waste. 
Waste  was  evil."  Grew  to  third-largest 
thrift.  Merged  with  Financial  Corp.  of 
America  1983.  Cashed  out;  personal 
investments  estimated  $350  million. 


Athalie  Irvine  Smith 

Inheritance,  lawsuits.  Middleburg, 
Va.;  Corona  Del  Mar,  Calif.  61. 
Thrice  divorced,  3  sons.  Father  lames 
Irvine  III  died  of  tb  1936.  Athalie — 


"loan" — close  to  grandfather  James 
Jr.,  Orange  County,  Calif,  rancher; 
set  up  foundation  run  by  business 
cronies  to  control  120,000-acre 
ranch;  drowned  1947.  Second  son 
Myford  died  of  self-inflicted  gunshot 
wounds.  Joan  and  mother,  Athalie 
Clarke,  inherited  22%.  Joan  litigious, 
fought  cronies — filed  some  20  law- 
suits. Joined  Taubman-Allen-Bren 
(see  all)  Irvine  Ranch  buyout  1977, 
got  $76  million.  Bren  bought  control 
1983.  Joan  and  mother  sued  for  bet- 
ter price  than  that  offered  by  Bren. 
Eventually  received  over  $250  million 
settlement  1991.  Mother  died  1993. 
Major  collector  California  impres- 
sionists. Estimated  over  $350  million. 


William  Barron  Hilton 

Hilton  Hotels.  Holmby  Hills,  Calif. 
66.  Married,  8  children.  Son  of  leg- 
endary hotel  magnate  Conrad  Hilton; 
Hilton  Sr.  wanted  son  to  start  at 
bottom;  pay  too  low.  First,  Navy  pho- 
tographer WWII.  Then,  bought  or- 


262 


Forbes  400  ■  October  17,  1994 


ange  juice  business  southern  Califor- 
nia; aviation  leasing  firm.  Finally 
oined  Hilton  in  1951.  President 
1966;  expanded.  Founded  San  Diego 
football)  Chargers  1960.  Opportuni- 
ty to  sell  Hilton  at  nearly  twice  today's 
:>rice  lost  1989.  "Today  the  company 
s  not  for  sale."  Big  in  gambling: 
Nevada,  also  elsewhere.  Chairman 
;pends  much  time  at  Nevada  ranch.  "I 
jlo  a  lot  of  fishing,  hunting  and  flying, 
['ve  got  a  helicopter,  some  airplanes 
lind  balloons. "  Multi-engine-rated  pi - 
lot  estimated  $345  million. 


Jteven  Ferencz  TJdvar-Hazy 

nternational  Lease  Finance  Corp. 
Beverly  Hills,  Calif.  48.  Married,  4 
hildren.  Born  Budapest.  Family  es- 
aped  to  Sweden,  then  New  York 
958;  la  1962.  Met  fellow  Hungar- 
an  immigrants  Louis,  Leslie  Gonda 
'which  sec)  1965.  B.A.  ucla  1968. 
4ad  own  aircraft  brokering,  consult- 
ing business;  pooled  $150,000,  $1.7 
nillion  bank  loan  with  Gondas  to 


REIT  mania 

Several  Forbes  Four  Hundred  mem- 
bers seized  on  Wall  Street's  rush  to 
real  estate  investment  trusts  this 
past  year.  Donald  Bren  (near  right;  see 
p.  122)  put  his  southern  California 
apartment  complexes  into  a  REIT,  rais- 
ing over  $200  million.  Samuel  Zell 
(top  center;  see  p.  167)  and  his  part- 
ners received  benefits  totaling  $220 
million  when  they  put  apartments  into 
the  Equity  Residential  Properties 
Trust  REIT.  Shopping-center  developer 
Herbert  Simon  (bottom  center;  see 
p.  206)  is  back  on  The  Forbes  Four 
Hundred,  thanks  to  his  and  brother  Mel- 
vin's  shopping-mall  REIT.  A.  Alfred 
Taubman's  (far  left;  see  p.  234)  net 
worth  dropped  this  year  with  his 
Taubman  Centers  REIT  stock:  he's  esti- 
mated at  $405  million,  down  from 
$525  million.  B.  Francis  Saul  II  (see 
below)  raised  $228  million  with  Saul 
Centers  REIT  to  pay  down  debt — and 
saw  his  net  worth  rise  to  $345  million 
(enough  to  stay  on  The  Four  Hundred) 
from  $300  million  (just  short).  Now, 
will  these  REITs  serve  their  public  in- 
vestors as  well? 


form  ilfc  1973.  Public  1983;  soon 
one  of  world's  largest  aircraft  lessors. 
Called  shrewd  negotiator,  demand- 
ing businessman.  Strong  sense  of  in- 
dustry: mid-1980s  ordered  $4.7  bil- 
lion Boeing  jets,  including  generation 
not  yet  in  use;  those  flying  now  indus- 
try standard.  Merged  into  American 
International  Group  1990.  His  stock, 
etc.,  recently  worth  $345  million. 


B.  Francis  Saul  II 

Inheritance,  banking,  real  estate. 
Chevy  Chase,  Md.  62.  Married,  5 
children.  Grandfather  founded  Wash- 
ington, D.C.  real  estate  company 
1892.  Formed  B.F.  Saul  reit  1964; 
took  private  1988.  Started  Chevy 
Chase  Bank  in  trailer;  now  $5  billion 
assets,  largest  thrift  in  Maryland. 
Thrift  needed  capital  1993,  back  on 
firm  footing  after  $75  million  pre- 
ferred offering.  Formed  public  REIT, 
Saul  Centers,  primarily  with  shopping 
center  properties  to  raise  cash  1993. 
B.F.  Saul  REIT  left  with  hotels,  office 


buildings,  industrial,  undeveloped 
land,  mostly  in  Southeast.  Son  B. 
Francis  Saul  III  fourth  generation  in 
family  business.  Public  REIT  helped 
net  worth  to  estimated  $345  million. 


Lynne  Pasculano  and  family  * 

uis,  Inc.  nyc;  Greenwich,  Conn.  53. 
Married,  2  children.  Only  child  of 
Harry  Lebensfeld,  died  age  89  June. 
Was  Brooklyn  native,  high  school 
dropout,  started  at  father's  furniture 
company.  Founded  UIS  1945  with 
purchase  of  small  desk  manufacturing 
company  Shelbyville,  Ind.  Acquired 
more  small  companies  with  potential. 
Eventually  over  20,  now  down  to  18; 
$745  million  1993  revenues.  Auto/ 
truck  parts,  components  75%  reve- 
nues; also  New  England  Confection- 
ery Co.,  maker  Necco  wafers.  Lean 
operation:  16  employees  in  NYC  head- 
quarters, including  son-in-law  Rich- 
ard Pasculano.  Lynne  not  in  compa- 
ny; longtime  volunteer  N.Y.  Public 
Library,  uis  in  trust  for  Lynne,  chil- 
dren; estimated  $345  million. 


Michael  D.  Eisner 

The  Walt  Disney  Co.  Los  Angeles. 
52.  Married,  3  sons.  Grew  up  NYC. 
Denison  U.  NBC  page;  coordinator 
children's  programming  CBS;  under 
Barry  Diller  at  ABC,  rose  in  10  years 
from  acquiring  movies  to  head  West 
Coast  Programming.  To  Paramount 
Pictures  as  president  under  Diller 
1976.  Lured  to  Disney  by  Bass 
Group,  Frank  Wells  1984.  Imagina- 
tive, tough  negotiator;  advocates  pru- 
dent financial  policy.  Looked  abroad: 
"We  realized  opportunities  for 
growth  outside  the  U.S.  are  going  to 
be  much  greater.  ..."  Disney  Tokyo 
big  success;  Euro  Disney  not.  Recent 
triple-bypass,  loss  of  key  executives, 
lack  of  obvious  Eisner  successor  con- 
cern Disney  observers.  No  bonus 
1993;  but  stock,  previous  bonuses, 
etc.,  recently  worth  $340  million. 


Gary  Ernest  Primm 

Primadonna  Resorts.  Las  Vegas.  54. 
Divorced,  remarried;  3  children. 
Woodbury  College  1965.  Son  of  Er- 
nest Primm  who  acquired  400  acres, 
gas  station,  Whiskey  Pete's  bar  on 
Nev. -Calif,  state  line  1952.  Built,  sold 
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In  the  past  year, 
we've  seen  our 
storage  business 

TOW  30%,  our 
PC  business  STOW  100%,  and  our 


h 


Alpha  AXP  sales  increase  164 


0 

/ 


Some  people  think  those  figures 
already  represent  a  comeback.  To  us, 
it's  just  a  beginning.  Digital  is  chang- 
ing from  a  company  famous  for  com- 
plicated decision-making,  to  one 
famous  for  decisiveness. 

At  our  new  Computer  Systems 
Division,  we're  applying  the  lessons 
learned  in  our  PC  operation  to  our 
core  business.  The  result:  a  division 
with  its  own  manufacturing,  engi- 
neering, sales  and  marketing — one 
that  lets  us  pay  more  attention  to  your 
needs,  with  systems  unequaled  in 
their  openness  and  range  of  choice. 


THE  BEST  OF  CISC, 
THE  BEST  OF  RISC 

That  choice  begins  with  two  equally 
supported  platforms — Intel™  CISC 
for  very  high  volume  and  high  perfor- 
mance PC  clients  and  servers,  and  our 
64-bit  Alpha  AXP™  RISC  for 
absolutely  blinding  performance  in 
workstations  and  servers.  And  we 
offer  the  only  products  you  can  con- 
vert from  CISC  to  RISC. 

Now  the  industry  is  finally  begin- 
ning work  on  64-bit  RISC,  and  we're 
happy  to  see  this  endorsement  of 
Alpha  AXP.  But  HP  and  Intel  say  it'll 
take  a  few  years.  We  have  64-bit 
RISC  now.  With  6,000  applications. 


OUR  SYSTEM:  MANY  SYSTEH 

Fact  is,  Digital  is  a  multiple  open 
system  company  because  that's  w 
most  of  you  are.  In  DEC  OSF/l^j 
we  have  the  most  standards-corn] 
highest  quality  UNIX*  in  the  ind 
It  gives  you  outstanding  high  avai 
ity  features  through  clustering  an^ 
fastest  recoverability  of  any  UND 
the  market.  And  ours  is  the  only 
mercial  64-bit  UNIX  system,  wh 
experts  say  will  keep  us  the  price 
performance  leader  for  years. 

We  offer  Open  VMS' M  becaus. 
millions  need  it,  as  it  provides  tb 
clustering  capabilities  on  the  man 


igh-security,  high-throughput, 
less-critical  work.  We  plan  to 
art  it,  invest  in  it,  keep  customers 
operational  with  it,  and  intro- 
it  to  new  customers  as  well, 
'hat's  more,  Digital  has  part- 
1  with  Microsoft*  to  bring  you 
Windows™  operating  environ- 
,  Windows  NT™  Workstation 
ierver. 

1  these  system  options  give  you 
'ery  important  thing.  Choice 
)ut  compromise. 
JR  SOFTWARE:  TRULY  OPEN 

openness  even  extends  to  software, 
excellent  example  is  our  PATH- 
KS™  application,  which  lets 
onnect  with  anybody  on  virtu- 
ny  network  operating  system,  no 


matter  what  client  you're  on.  And  our 
LinkWorks'M  software  lets  you  share 
and  edit  work  regardless  of  application, 
on  most  any  network  operating  system. 

OUR  STRATEGY: 
YOU  CALL  THE  SHOTS 

This  multiple  platform/multiple  oper- 
ating system  strategy  means  we  never 
have  to  force  a  migration  on  you.  You 
choose  what's  best  now  and  we  support 
it.  You  decide  when,  where,  or  if  you 
want  to  migrate  and  we  provide  what 
you  need.  Simple. 

THE  MOST  ADVANCED 
TECHNOLOGY 

Nothing  proves  this  better  than  our 

pioneering  64-bit  RISC  architecture. 

Where  else  in  this  industry  are  so  many 

competitors  so  far  behind  a  single  leader? 


But  don't  worry, 
we're  plannin; 
comeback. 


Right  now,  our  Alpha  AXP  clients 
and  servers  offer  the  highest  perfor- 
mance and  the  best  price/perfor- 
mance you  can  buy. 

THE  EASIEST 
TO  DO  BUSINESS  WITH 

One  thing  that  definitely  isn't  chang- 
ing is  our  world-class  service  and 
support.  To  be  even  more  responsive, 
we're  dramatically  expanding  our 
relationships  with  resellers,  VARs  and 
System  Integrators.  Of  course,  if  you 
need  a  direct  relationship,  we're  here, 
with  our  partners,  delivering  the 
products.  Our  goal  is  to  be  the  easi- 
est company  to  do  business  with. 
With  the  products  and  support  that 
will  keep  you  competitive  into  the 
21st  century. 
Just  like  us. 


3DSDGSD 


Intel  is  a  trademark  of  Intel  Corpor 


registered  trademark  of  Open  Sys, 


-d  trademark  and  Windm 


lift  runpta  ruuti  nununtu 


Cutting  in 

In  June  the  Dart  family 
(see  p.  268),  led  by 
Ken  Dart,  sued  Brazil's 
central  bank  over  the 
repayment  of  $1.4  billion 
jn  Brazilian  debt  the  Darts 
hold:  They  want  $60  mil- 
lion in  unpaid  interest  and 
accelerated  payment  on 
the  debt  after  single- 
handedly  holding  up  Bra- 
zil's debt  restructuring. 
Legal  wrangling  runs  in 
the  family:  Ken's  older 
brother  Tom,  left,  split  off 
from  the  rest  of  the  family 
and  is  suing  over  what  he 
says  was  an  unfair  distribu- 
tion of  the  family's 
wealth.  He's  asking  for 
$265  million. 


Reno  casino,  used  cash  to  build  12- 
room  motel,  12  slot  machines,  coffee 
shop.  Gan»'  took  over  on  father's 
death  198 1 .  Transmogrified  into  casi- 
no complex:  Whiskey  Pete's  Hotel  & 
Casino,  Primadonna  Resort  &  Casi- 
no, newly  opened  Buffalo  Bill's.  Fea- 
tures Bonnie  &  Clyde  "Death  Car," 
etc.  First  casinos  you  hit  driving  up 
from  LA;  some  2  million  visitors  1993. 
World's  tallest  roller  coaster  (209  ft.) 
passes  through  casino.  Went  public 
June  1993.  Gary's  35%  recently  worth 
$340  million;  5  siblings  share  44%. 


David  William  Grainger 

Flectrical  equipment.  Skokie,  111.  66. 
Married,  3  children.  Father  William, 
electrical  engineer,  started  wholesale 
electrical  motor  distributor  1927  in 
Chicago  with  $6,750.  Tried  mail- 
order catalog  Motorbook;  now 
grown  from  8  pages  to  2,700-plus. 
Still  key  sales  tool.  Went  public  1967; 
retired  1968.  Only  son  David  W.  took 
over.  Today,  over  330  Grainger 
branches  across  U.S.;  1993  sales  over 
$2.6  billion,  up  11%.  Also  director 
Baxter  International.  Very  private, 
not  known  in  community;  avoids 
Wall  Street  analysts.  Grainger  Family 
Foundation  donated  $20  million  to 


alma  mater,  U.  of  Wisconsin..  Build 
ing  new  office  campus  in  Lake  Coun- 
ty, 111.  to  hold  1,200  employees.  Esti- 
mated at  least  $340  million. 


Kenneth  Eugene  Behring 

Developer.  Blackhawk,  Calif.  66. 
Married,  5  sons,  all  in  business.  Grid 
iron  knee  injury;  dropped  out  of  U. 
Wisconsin.  Leased  $15/month  grav- 
el lot;  sold  used  cars;  mewed  up  to 
selling  new  Lincolns,  Mcrcurvs.  To 
Florida  1956,  $10,000  profit  selling 
new  house.  Aha!  Real  estate!  First  big 
success:  Tamarac,  pioneer  Florida  re- 
tirement community.  To  California 
1972,  more  developments.  Building 
near  Seattle.  Owns  75%  Seattle  (foot- 
ball) Seahawks.  Still  loves  cars:  major 
collector;  gave  70  antique  cars  to  UC 
Berkeley  museum.  Estimated  worth 
$340  million  or  more.  "You  can't 
underestimate  the  value  of  luck." 


Leslie  L.  Gonda 
Louis  L.  Gonda 

Father  and  son.  International  Lease 
Finance  Corp.  Beverly  Hills,  Calif. 
Twentj  something  friends  Louis 
Gonda  and  Steven  Udvar-Hazy 
(which  see)  put  in  $50,000  each  to 


lease  aircraft  1973.  Lou's  father  Les-  3 

lie,  Hungarian-born  executive  who  * 

struck  it  rich  during  1960s  construe-  ^ 

don  boom,  kicked  in  $50,000.  De- [  <l 
regulated  airlines  snapped  up  their 

cheap,   short  term   low-risk  leases.  - 

Went  public  1983.  Grew  to  one  of  " 

world's  largest  aircraft  lessors,  earned  i- 

$61  million  1989.  Assets  $3.5  billion!  I 

1990,  merged  into  AIG.  Louis:  Bever-  j  '( 

ly  Hills,  Calif.  46.  Married,  5  children.  S 

Executive  VP.  Received  aig  shares  re-  i; 

cently  worth  $340  million.  Leslie:  ?; 

Beverly  Hills,  Calif.  75.  Married,  3  f 

children.  Chairman.  His  shares  re-  ' 
cently  also  worth  $340  million. 


S.  Daniel  Abraham 

Slim-Fast  Foods.  West  Palm  Beach,  01 
Fla.,  NYC.  70.  Divorced,  4  daughters.  > 
C  irew  up  Ixmg  Beach,  N.Y.;  lather  was  ^ 
pharmacist,  dentist.  Worked  at  uncle's  " 
small  drug  firm  1945.  Bought  itch-  Sj 
rclieving-ointment     company     with  ■ 
saved-up  $5,000.  Peddled  itch  pow-  ( 
der.  Developed,  modified  other  phar-  4 
macy  products.  Dexatrim  diet  pill  start-  '( 
ed  1976;  sold  appetite  suppression,  j  ^ 
Now  75%  of  U.S.  diet  pill  market.  J  » 
Bigger  splash  1977:  meal  replacement  11 
Slim-Fast.  Went  public  1979,  private  - 
1987;  owns  almost  all.  Diet  industry 
slump  as  consumers  avoid  costly,  alleg- 
edly dangerous  weight-loss  centers. 
But  resurgent  "do-it-yourself"  market 
for  diet  foods  keeps  Abraham  on  list. 
Late  1980s  backed  launching  of  so- 
phisticated Jewish  weekly  Jerusalem 
Report.  Net  worth  estimated  $340 
million. 


Orvon  Gene  Autry 

Broadcasting,  baseball.  LA.  87.  Only 
entertainer  with  5  stars  on  Hollywood 
Walk  of  Fame:  success  in  radio,  TV, 
films,  records,  stage.  Reared  Texas, 
learned  to  ride  and  rope  on  ranches  in 
Texas  and  Oklahoma.  Telegraph  op- 
erator, railroad  work  after  high 
school.  On  Will  Rogers'  advice  be- 
came "Oklahoma's  Singin'  Cowboy." 
Made  records,  westerns;  radio  show 
1940-56.  Bestseller:  "Rudolph  the 
Red-Nosed  Reindeer."  Bought  radio 
station  1950s.  Bought,  sold  radio/TV 
stations.  Still  has  1  FM  station  in  LA. 
Bought  control  California  (baseball) 
Angels  for  $3  million  after  losing  rights 
to  air  Dodgers  1960.  Married  former 
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banker  Jacqueline  Ellam  1981;  over- 
sees  interests,  including  Autry  Resort 
Hotel  in  Palm  Springs.  Autry  estimat- 
ed $340  million. 


Glenn  Robert  Jones 

Cable  TV.  Denver,  Colo.  64.  Di- 
vorced, 3  children.  Allegheny  Col- 
lege, U.  of  Colorado  law  school. 
Navy  bomb  disposal  officer,  special 
ized  nuclear  weapons.  Ran  for  Con- 
gress 1964  (GOP),  lost.  Deep  in  cam- 
paign debt,  lived  out  of  Volksw  agen. 
Refinanced  his  vw  to  make  downpay- 
ment  on  $11,000  cable  system 
1966— $1 10/subscriber.  Pioneered 
cable  financing  via  limited  partner- 
ships. At  first  no  takers;  finally  started 
one;  took  public  1973.  So  far,  has 
sold  $1.5  billion  of  limited  partner- 
ships. Opened  cable  TV  brokerage. 
Attracted  investors;  now  Jones 
Spacelink,  Jones  Intercable  own  or 
manage  systems  with  1 .3  million  sub- 
scribers, table  in  U.K.  since  1989. 
Also  Mind  Extension  University  (col- 
lege degrees  via  cable);  program  pro- 
duction, etc.  Writes  poetry  (3  vol- 
umes). May  be  worth  $340  million 
or  more. 


Richard  J.  Egan  and  family 

EMC  Corp.  Hopkinton,  Mass.  58. 
Married,  5  children.  Raised  in  blue- 
collar  Boston  neighborhood;  Ma- 
rines; engineering  school  Northeast- 
ern U.,  Mil.  At  MIT,  helped  develop 
system  to  guide  Apollo  back  from 
moon.  At  Lockheed  Electronics  3 
years;  cofounded  Cambridge  Memo- 
ries, Inc.  Left  to  be  general  manager 
Intel's  commercial  systems  division. 
With  college  roommate  Roger  Mari- 
no, started  kmc  1979,  manufacturer 
information-storage  systems  for 
mainframe  computers.  IPO  1986. 
President,  CEO  until  1992;  chairman 
since  1988.  With  wife,  founded  Hop- 
kinton Technology  for  Education 
Trust,  supplying  and  helping  imple- 
ment advanced  technology  in  local 
schools.  Shares,  etc.,  recently  $340 
million. 


James  McGlothlin  and  family 

Coal.  Bristol,  Tenn.  53.  Divorced, 
remarried;  1  daughter,  6  stepchil- 
dren. Law  school,  William  8c  Mary. 
Practiced  law,  ran  small  restaurant. 
Founded  United  Coal  Co.  1970:  strip 
mine  with  1 1  employees.  Expanded 


during  1970s  energy  crisis.  Survived 
1980s  coal  downturn  with  lucrative 
long  term  contracts  from  utilities, 
steel  companies.  Nonunion  labor 
meant  one  of  lowest-cost  U.S.  pro- 
ducers. Began  unloading  1992  with 
sale  for  $250  million;  tried  to  sell  final 
chunk  of  coal  1994.  Fell  through. 
Diversified:  golf  courses,  real  estate, 
oil  &  gas,  financial  services,  even  a  I  as 
Vegas  cogeneration  power  plant.  Re- 
portedly athletic:  golf,  basketball. 
Ownership  shared  with  father,  cous- 
in. James  estimated  $335  million. 


Frank  Lyon  Jr.  and  family 

Bottling.  Boca  Raton,  Fla.  53.  Mar 
ried,  2  stepdaughters.  Father  Frank 
Sr.,  now  84,  courtly  Southerner, 
door-to-door  suit  salesman;  later 
made  equal  money  as  youngest  dis- 
trict manager  Ceneral  Foods.  In 
1942,  on  own:  RCA  distributor;  in 
1970s  sweetheart  deal  with  Wal- 
Mart.  Acquired  Coca-Cola  bottler 
1969;  became  Arkansas'  largest.  Also 
acquired  Twin  Cities  Bank,  farming 
operations,  etc.  Turned  over  most  to 
Frank  Jr.,  Harvard  M.B.A.  (1967)  in 
1972.  Jr.  sold  to  Coke  1989  for  at 


AROJIS 


MEXICO  CITY'S 
SMALL  LUXURY 

"Not  only  is  the  service  exceptionally  personalized," 
says  one  satisfied  guest,  "but  the  Marquis  Reforma  is 
perfectly  equipped  for  the  business  traveller.  The 
corporate  center  and  its  excellent  bilingual  staff 
were  a  tremendous  help  in  meeting  all  our  business 
needs.  Plus  we  had  in-room  fax  and  computer  hook- 
ups, 24-hour  room  service  and  an  outstanding  con- 
cierge. We  were  really  impressed!" 
On  your  next  business  trip,  treat  yourself  to  luxuri- 
ous comfort,  excellent  service,  a  fully  equipped 
health  club  and  two  premier  restaurants.  The  Mar- 
quis Reforma...  the  demanding  business  traveller's 
hotel  of  choice. 

Paseo  de  la  Reforma  465,  Mexico,  D.F.  (525)  21 1-36-00 
For  reservations  call  1-800-525-4800 
TOLL  FREE  U.S.A.  &  CANADA 
(800)  235-23-87  (800)  223-65-10 
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icast  twelvefold  gain;  same  year  bat- 
ded  cancer;  now  in  remission.  Added 
5  banks  (together,  TC  Bankshares); 
looking  for  more.  Also  office  build- 
ings, 13,000-acre  duck-hunting  es- 
tate, Wingmead  farm.  Estimated 
$335  million. 


Philip  Evans  Kamins 

Plastics,  chemicals.  Beverly  Hills.  58. 
Married,  4  children.  Born  Chicago. 
Parents  divorced  when  Philip  was  1 2; 
worked  to  support  family.  At  16  got 
job  with  H.  Muehlstein  &  Co.,  plas- 
tics scrap  dealer.  Took  night  classes  in 
finance,  Northwestern;  never  gradu- 
ated. To  LA  as  salesman  for  Muehl- 
stein 1957;  left  1960,  started  partner 
ship.  Dissolved  1963,  formed  Kamco 
Plastics  with  wife,  brother;  now  PMC, 
Inc.  Acquired  specialty  chemicals, 
plastics  firms.  Called  "'bottom  fish- 
er." Gave  equity  to  managers  to  en- 
hance performance,  switched  to  cash 
1986.  Refused  financing  offer  from 
Mike  Milken  (which  sec).  PMC  now 
17-business  conglomerate,  $750  mil- 
lion in  sales.  Phil's  net  worth  estimat- 
ed over  $335  million. 


Roy  M.  Speer 

Home  Shopping  Network.  Freeport, 
Bahamas.  62.  Married,  3  children. 
Southern  Methodist,  Stetson  U.  law 
degree.  Lawyer  until  late  1960s,  be- 
gan investing  real  estate,  etc.  Puerto 
Rican  vegetable  farm  wiped  out,  Tex- 
as oil  venture  bankrupt  ("It  was  not 
one  of  my  happier  days").  In  late 
1 970s  picked  up  Tampa  radio  stations 
with  radio  veteran  Lowell  Paxson. 
Idea:  shopping  programs.  Soon 
switched  to  cable — Home  Shopping 
Network  was  born.  Formed  company 
1985,  public  1986.  Grew  rapidly, 
sold  20  million  shares  (22%)  to  Liber- 
ty Media  1993.  Hit  with  lawsuits, 
grand  jury  investigation  secret  vendor 
stakes,  hush  money;  later  dropped. 
Resigned  as  chairman  August  1993. 
Stock  sale  proceeds,  etc.,  estimated 
over  $335  million. 

Johnnie  Bryan  Hunt 

Trucker.  Goshen,  Ark.  67.  Married,  2 
children.  Quit  school  at  12  to  help 
support  family.  Army.  Peddled  lum- 
ber. Truck  driver  9  years:  "It's  not 
how  long  you're  with  your  wife  and 


Checking  up  on  Tex 

"I  am  not  unhappy  with  our  taxing  system,"  wrote  W.A.  (Tex)  Moncrief  Jr.  (see  p. 
270)  in  response  to  a  1983  Forbes  questionnaire.  But  lately  the  tax  system  has 
given  Tex's  patience  with  it  quite  a  test.  On  Sept.  1, 64  armed  IRS  agents  raided 
33-employee  W.A.  Moncrief  Oil  Co.  in  Fort  Worth,  seizing  computers,  300  boxes  of 
documents  and  25  file  cabinets  (above).  Moncrief 's  lawyer  termed  the  raid 
"gestapo-like."  A  government  source  dismissed  his  comments  as  "hyperbole."  As 
we  go  to  press,  a  Dallas  grand  jury  is  wading  through  the  evidence  to  decide 
whether  to  hand  up  an  indictment. 


children.  It's  what  you  do  when 
you're  with  them."  Tried  sidelines  to 
make  mortgage  payments:  built  suc- 
cessful poultry  litter  business.  Took 
over  small,  ailing  truck  business  1969. 
Treated  truckers  well;  he  was  one. 
Public  1983.  Today  J.B.  Hunt  Trans- 
port largest  U.S.  full-truckload  carrier 
but  sending  25%  to  30%  of  shipments 
by  rail  owing  to  industrywide  short- 
age of  drivers.  "If  a  guy  has  a  chance 
to  earn  $  1 0  an  hour  in  construction  or 
on  the  road  and  his  wife  wants  him 
home,  he'll  stay  home."  His  stock, 
etc.,  recently  $335  million. 


William  A.  Dart 
Robert  Dart  ★ 

Father  and  sons.  Polystyrene  foam 
cups,  investments.  William,  known  as 
"W.A.":  Sarasota,  Fla.  66.  Married,  3 
children.  Joined  lather's  Michigan 
steel  tape  measure  company.  Began 
experimenting  with  plastics  1953. 
Produced  foam  cups  1960;  made 
Dart  Container  world's  largest  foam 
cup  maker.  Brought  sons  Kenneth, 
Robert  and  Thomas  into  business. 
Started  investing.  Family  bought  12% 
Freddie  Mac  1991;  made  many  mil- 
lions. Bought  Salomon  shares  as  1991 


Treasury  market  scandal  was  break- 
ing; now  own  6.9%;  more  millions 
profit.  Shorted  Solly  shares  against 
the  box  early  1994.  Eldest  son  Thom- 
as estranged,  runs  Dart  Energy  (small 
oil  and  gas  operator).  Has  sued  family 
for  allegedly  cheating  him  of  share  of 
family  fortune.  Kenneth:  Belize.  39. 
Married,  3  children.  Father's  heir  ap- 
parent, already  taken  over  reins.  Engi- 
neered acquisition  $1.4  billion  face 
value  Brazilian  debt;  held  up  Brazil's 
restructuring  plan  by  refusing  to  go 
along  (eventually  went  ahead  without 
him).  Now  said  to  hold  Polish  debt. 
Moved  to  Belize,  renounced  U.S.  cit- 
izenship to  escape  U.S.  taxes.  Works 
in  Cayman  Islands.  Obsessed  with 
security.  Robert:  London.  36.  Mar- 
ried, 2  children.  Dart  VP;  said  to  fol- 
low Ken's  orders.  With  Ken,  said  to 
seek  citizenship  in  Ireland.  W.A.  and 
2  sons  share  estimated  $1  -billion-plus 
fortune;  Thomas,  who  says  he's  worth 
$1 50  million,  trying  to  get  more. 


Robert  William  Daniels  Jr. 

Cable  TV.  Denver.  74.  Four  divorces, 
2  stepchildren.  "Father  of  cable  TV": 
New  Mexico  Military  Institute. 
WWII  Navy  fighter  pilot.  Joined 
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INFORMATION  SUPERHIGHWAY  FOR  YOUR  OFFICE.  rS*— 

your  company's  existing  networks  operate  much  the  some  way  now  with  our  periphery  router.  By  integrating  todays  varied 
data  traffic,  our  MPRouter™  product  creates  a  single  network  that  can  move  more  information  quickly  at  a  lower  cost. 
One  designed  to  accommodate  future  upgrades  for  multimedia  applications.  While  Motorola  is  pioneering  exciting  new 
communications  technologies,  we're  also  pursuing  ways  to  improve  the  quality  of  those  you  rely  on  now  It's  all  part  of 
our  effort  to  link  your  world  like  never  before. 


MOTOROLA 


Quality  Means  The  World  To  Us.™ 

'€>  Motorola  and  MPRouter  ore  trademarks  of  Motorola,  Inc.  ©  1994  Motorola,  Inc. 
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A  familiar  face? 

Leon  Levy,  cofounder  of  Odyssey  Partners  (see  p.  276),  has  spent  millions 
collecting  antiquities  with  his  second  wife,  Shelby  White.  The  collection,  including 
objects  from  the  Neolithic  period,  classical  Greece  and  the  barbarian  tribes  that 
toppled  Rome,  was  exhibited  at  the  Metropolitan  Museum  of  Art  in  1990.  "We  take 
special  delight  in  our  Roman  portraits,  some  of  which  resemble  people  we  know." 


dad's  life  insurance  agency  1946;  un- 
happy. After  Korea  recall,  driving  to 
Casper,  Wyo.  1952,  saw  fights  on  TV 
at  Murphy's  bar  in  Denver:  "I  said, 
'Boy,  this  is  something  else.'  "  Un- 
dertook to  provide  cable  in  Casper. 
Founded  cable  brokerage  Daniels  & 
Associates  1958.  Acquired  systems. 
Sold  some  1980;  more  1989^  Over- 
came severe  alcohol  problem.  Sold 
Prime  Ticket  sports  network  for  over 
$200  million  to  TCI,  May.  Big  giver: 
Scripps  Clinic,  Betty  Ford  Clinic,  U. 
of  Denver.  "I  love  this  business.  I'll 
continue  to  do  what  I've  always 
done."  Estimated  $330  million. 


William  Alvin  (Tex)  Moncrief  Jr. 

Oil  and  gas.  Fort  Worth,  Tex.  74. 
Divorced,  remarried;  4  sons,  daugh- 
ter. Son  of  legendary  Texas-born 
wildcatter  W.A.  (Monty)  Moncrief: 
four  years  of  dry  holes,  then  blew  one 
out  on  northernmost  extension  of 
East  Texas  field  1931.  Tex  joined 
father  1945;  Dad  coached  Tex  on 
deals.  Sr.  died  1986;  left  estate  to 
grandchildren.  "I  talk  and  pray  to  him 
ever)'  day.  I've  never  known  my  father 
to  be  wrong."  Tex  made  own  incredi- 
ble gas  find  Wyoming:  Madden  Field 


(reserves  may  prove  to  be  over  500 
million  cubic  feet)  1972.  No  formal 
vacations,  but  likes  to  fish,  relax  on 
Colorado,  Texas  ranches.  Plays  golf 
with  oilman  John  L.  Cox.  Gave  $1 
million  to  U.  of  Texas  cancer  center 
1991.  Current  IRS  investigation.  For- 
tune may  exceed  $330  million. 


Norman  Hascoe  and  family 

Semiconductor  materials;  invest- 
ments. Greenwich,  Conn.  65.  Mar- 
ried, 3  children.  Engineering  degree. 
Started  own  business  1957  with 
$8,000.  Eventually  accumulated  over 
100  patents  high-reliability  advanced 
semiconductor  materials.  Sold  some 
of  business  1969  which  he  later 
bought  back;  sold  large  portion  of 
Semi-Allovs,  Inc.  to  predecessor  of 
AlliedSignal  1983  for  cash,  1 .345  mil- 
lion Allied  shares;  total  over  $100 
million.  Separately,  sold  other  assets; 
also  the  stock,  after  rise.  Accumulated 
large  portfolio,  now  managed  by  sons 
Lloyd  and  Andrew.  Investments 
(some  in  hedge  funds)  mostly  liquid; 
starting  buying  shopping  centers, 
looking  at  emerging  countries.  Lloyd 
handles  securities;  Andrew,  real  es- 
tate. Estimated  over  $330  million. 


Leonard  Riggio  * 

Bookstores.  NYC.  53.  Married,  3  chil- 
dren. Son  of  boxer  from  Little  Italy  J 
Clerked  at  NYU  bookstore  1958  to  pay 
for  engineering  night  school.  Read 
one  book  a  night.  Borrowed  $5,000 
in  1965,  opened  Student  Book  Ex- 
change. Started  buying  college  book- 
stores late  1960s;  acquired  Barnes  & 
Noble  1971  from  conglomerate.! 
With  some  financing  from  Dutch  re- 
tailer Vendex,  bought  shopping  mall 
chains  beginning  1986:  B.  Dalton, 
Scribner's,  Doubleday.  These  outfits1 
hurt  by  heavy  debt,  falling  sales;  Rig- 
gio pruning.  Betting  ranch  on  super- 
stores: huge  selection  (60,000  to 
150,000  titles),  cappuccino  cafes. 
Took  public  1993.  Also  controls  col- 
lege bookstore  chain;  Software  Etc. 
Net  worth  estimated  $330  million. 


Robert  Drayton  McLane,  Jr. 

Grocery  distribution.  Temple,  Tex. 
58.  Married,  2  sons.  Grandfather 
opened  grocery  1894  Cameron,  Tex. 
Wholesaler  from  1903;  Drayton 
joined  company  1959.  Baylor;  Michi- 
gan State  M.B.A.  Expanded  success- 
fully. Sold  1990  to  longtime  friend 
Sam  Walton  for  5.6  million  Wal-Mart 
shares,  cash.  1992  bought  Houston 
(baseball)  Astros,  Astrodome  master 
lease.  McLane  Group  also  owns  new 
businesses:  Fort  Worth-based  Classic 
Foods,  a  manufacturer.  Expanded  to 
London  and  Spain;  Portugal  next: 
"The  opportunity  is  just  unlimited." 
Member,  board  of  governors  Chil- 
dren's Miracle  Network:  helps  more 
than  160  children's  hospitals  because 
"it's  got  a  lot  of  magic  to  it."  Active 
Baptist  worth  about  $330  million. 


Cyril  Wagner  Jr. 
Jack  Eugene  Brown 

Partners.  Oil,  investments.  Midland, 
Tex.  Wagner:  60.  Divorced,  remar- 
ried; 5  children.  Brown:  69.  Married, 
3  children.  Geologist  Wagner,  engi- 
neer Brown  set  up  oil  partnership 
1962.  "Brown  knows  a  good  deal 
when  he  sees  it.  Wagner  knows  how 
to  sell  it."  Built  big  oil  reserves;  pre- 
dicted 1980s  oil  collapse,  diversified 
into  plastics,  equipment,  real  estate, 
shrimp  farming.  With  T.  Boone  Pick- 
ens made  runs  at  Gulf  (1984;  $70 
million  profit),  Unocal,  Phillips  Pe- 
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troleum.  Bought  Insilco  Corp.  1988 
for  $813  million;  emerged  from 
Chapter  11  April  1993.  Mostly  into 
oil,  gas.  Looking  into  global  market: 
exploration  rights  Australia,  Europe. 
Friendship  with  Pickens  sometimes 
eostly,  but  recent  settlement  Unocal 
lawsuits  from  failed  1985  bid  cost  duo 
only  $4.7  million,  Pickens  $42.8  mil- 
lion. Brown:  sailing  enthusiast.  Wag- 
ner: hunting.  Partners  should  still  be 
reasonably  happy  campers  at  estimat- 
ed $330  million  or  more  each. 


Anne  Windfohr  Marion 

Inheritance.  Fort  Worth;  55.  Thrice 
divorced,  remarried  (to  Sotheby 
chairman  John  Marion);  1  daughter. 
Great-grandfather  Burk  Burnett  be- 
gan famed  6666  ranch  with  brand, 
1 00  acres,  age  2 1 .  Eventually  amassed 
448,000  west  Texas  acres:  land  valu- 
able, 'black  gold1  under  it  more  so. 
Anne's  mom,  "Big  Anne,"  controlled 
until  death.  Player1  in  oil  and  wed- 
dings: married  4  times,  lastly  to 
C Charles  Tandy,  founder  Tandy  Corp. 
(Radio  Shack).  Oil,  land  to  "Little 


Anne,"  product  of  second  marriage. 
Keeps  up  family  traditions:  collects  oil 
royalties,  art,  husbands.  "She's  been 
underestimated  as  a  business- 
woman." Triangle  ranch  (110,000 
acres)  sold  recently.  Net  worth  may 
still  be  near  $330  million. 


Sheldon  Henry  Solow 

Real  estate.  NYC.  66.  Married,  2  sons. 
Small-time  builder,  risked  all  on  1.5 
million  square  feet.  Manhattan  sky 
scraper  1972:  "We're  in  barracuda 
land.  You  can  only  get  away  with  this 
once."  Once  is  all  you  need:  9  West 
57th  Street  "one  of  the  highest  as- 
sessed buildings  in  New  York."  nyc's 
"bell  bottom"  building  has  sloping 
glass  sides  and  catchy  red  "9"  sculp- 
ture on  sidewalk.  Tenants  J. P.  Mor- 
gan, Avon.  Gets  premium  rents  for 
great  location,  park  views.  Also  some 
lesser  Manhattan  office  space,  residen- 
tial properties.  Known  as  contentious, 
litigious:  "He's  an  impossible  man." 
Big  collector  modern  ait.  Press-averse. 
Net  of  debt,  worth  estimated  over 
$330  million,  mostly  9  West  57th. 


Bella  Wexner 

The  Limited  Inc.  Columbus,  Ohio. 
85.  Widowed,  2  children.  Mother  of  I 
Leslie  Wexner  (which  see),  billionaire  j 
retailer  of  women's  apparel  and  linge- 
rie. Opened  women's  clothing  store  I 
in  Columbus  with  husband  Harry  (d. 
1975).  Named  "Leslie's"  after  son. 
Later  joined  his  stores  when  special-  j 
ized    retailing    boomed.    Director,  I 
company  secretary,  adviser  to  Leslie. 
Still  goes  to  work  ever)'  day.  A  son 
should  listen  to  his  mother:  Said  to  I 
give  son  good,  prescient  advice  on  I 
selling,  buying  merchandise.  Sup- 
ports local  charities.  Sold  Palm  Beach 
home  for  $5.45  million.  Her  Limited 
stock  recently  $330  million. 


Ernest  Gallo 

Wine.  Modesto,  Calif.  85.  Widower, 
2  children.  Italian  immigrant  father 
Joseph  bought  230  acres  Modesto 
vineyards  during  Prohibition,  sold 
grapes.  Ernest,  brother  Julio  (d.  1993 
in  car  crash)  worked  for  father  after 
high  school,  often  clashed  with  him. 
Father  killed  wife,  self,  1933.  Broth- 


I3y  sending  UNICEF  cards,  your  company  can  help 
save  the  lives  of  millions  of  children  all  over  the 
world.  UNICEF  cards  pay  for  medicines,  vaccines, 
nutrition,  clean  drinking  water  -  much  more  than  a 
list  like  this  could  ever  tell  you.  So  send  UNICEF 
cards  (1-£00-F0R-KIDS).  And  remind  the  world  that 
every  child  is  our  child. 

United  States  Committee  for 


unicef 


United  Nations  Children's  Fund 


Who  would  have  believed 
you  could  buy  a  Laser  Printer 

for  only  $399  ? 

We  Did. 


Introducing  the  Brother  HL-600  Series 
Laser  Printers,  with  exclusive  Straight 
Paper  Path  Technology  that  sets  a  new 
standard  in  quality  and  value. 

If  your  next  laser  printer  doesn't  have 
our  exclusive  Straight  Paper  Path 
Technology,  that  may  put  a  wrinkle 
in  many  of  your  printing  projects. 

That's  because  our  laser  printers 
don't  take  your  paper  down  a  curvy, 
twisty  paper  path  like  other  laser 
printers.  So  everything  comes  out 
straighter  and  faster  (up  to  a  blazing 
6  pages  per  minute).  You'll  be  able  to  automat- 
ically stack  and  feed  those  troublesome 
envelopes  (up  to  10  at  a  time),  and  paper  sizes  as 
small  as  2.75"  X  5"  without  having  to  worry  about 
how  they'll  look  when  they  come  out.  You  can 
print  not  only  standard  paper  stocks,  but  also 
tri-fold  brochures,  invitations,  newsletters,  etc.  It's 
like  having  your  own  personal  print  shop! 

AVAILABLE  AT:  Office  Depot,  OfficeMax, 
Staples,  Circuit  City,  Fry's,  Best  Buy, 
J  &  R  Music  World  and  fine  retailers 
and  dealers  everywhere 


The  Straight  Paper  Path  Technology, 
[he  secret  to  trouble-free  printing. 


Versatility  is  just  the  beginning  because  our 
Straight  Paper  Path  Technology  virtually  eliminates 
those  horrifying  paper  jam  glitches  that  usually 
force  you  to  disassemble  your  laser  printer. 
Technologically  remarkable. . . 
yet  remarkably  affordable. 

Our  HL-600  Series  Laser  Printers, 
the  first  in  a  new  family  of  quality 
printers,  also  offers  other 
advanced  features  like  fast 
Windows'"  printing,  Enhanced 
Memory  Management  to  help  you  fly 
through  large  complex  files,  numerous 
fonts,  auto  power  save  mode  to  save  energy  costs, 
microfine  toner,  optional  Macintosh  *  compatibility, 
and  more.  Yet,  unlike  other  laser  printers  with 
similar  high-end  features,  our  new  laser  printers 
don't  come  with  a  high-end 
price  tag.  They 
start  at  '399.  i 
(Yes, laser 
for  '399! ) 


HL-630 


HL-655M 


We're  at  your  side. 


Brother  International  Corporation,  200  Cottontail  l  ane.  Somerset,  N)  I  I. 

Windows'"  is  a  trademark  of  the  Microsoft  Corporation  Macintosh'  is  a  registered  trademark  of  Apple  Computer  Incorporated. 
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Reading  the  entrails 

George  B.  Kaiser,  owner  of  one  of  Oklahoma's  largest  privately  held  gas  produc- 
ers, is  predicting  a  natural  gas  price  shock  within  the  next  three  years,  perhaps  as 
early  as  1996.  Kaiser  says  his  model  predicts  supply  and  demand  will  be  in  close 
balance  and  the  U.S.  won't  be  able  to  secure  a  major  new  supply  of  gas  in  the  next 
few  years.  "I  anticipate  we'll  need  a  50-cent  to  75-cent  [per  mcf  ]  price  increase  to 
rebalance  supply  and  demand,"  he  says. 


ers  took  over,  started  winery  with 
$5,900.  Ernest  the  genius  marketer 
and  Julio  the  winemaker  built  one  of 
largest  wineries  in  world,  about  30% 
U.S.  wine  market.  Was  known  for 
inexpensive  blended  wines,  added 
varietals  1970s-80s,  now  leading  vari- 
etal wine  producer.  Hard  business- 
man: sued  younger  brother  Joseph, 
dairy  farmer,  for  using  family  name  on 
cheese.  Ernest's  half  Gallo  estimated 
over  $325  million. 


William  Samuel  Boyd 

Casinos.  Las  Vegas.  62.  Divorced,  3 
children.  U.  of  Nevada;  law  degree  U. 
of  Utah  1957.  Army  1953-55.  Father 
Sam  A.  came  to  Vegas  1941  with  $30; 
got  job  running  penny  roulette 
wheel;  made  point  of  saving  half  what 
he  made.  Invested  $10,000  in  Sahara 
hotel  1952;  also  the  Mint  and  Union 
Plaza  hotels;  became  Mint  general 


manager.  One  of  first  to  hire  black 
dealers,  admit  black  customers.  Son 
Bill  cofounded  Boyd  Gaming  Corp. 
1973  with  dad.  Opened  own  casino, 
California  Hotel,  1975.  Steered  clear 
of  mob.  Appointed  supervisors  of 
Stardust  1984  after  skimming  scan- 
dal. With  $185  million  loan,  bought 
and  renovated.  Father  died  January 
1993;  Bill  went  public  that  October. 
His  46%  worth  $325  million. 


Bayard  Sharp 

Hugh  Rodney  Sharp  III 

and  families 

Uncle  and  nephew.  Inheritance.  Son 
and  grandson  of  Isabella  du  Pont 
Sharp,  sister  of  Pierre  (see  du  Pont 
family).  Bayard:  Centerville,  Del.  and 
Gasparilla  Island,  Fla.  8 1 .  Married,  no 
children.  Director  du  Pont  family 
holding  company  Christiana  Securi- 
ties until  merged  with  Du  Pont  Co. 


1977.  Breeds,  races  Thoroughbreds. 
Brother  Hugh  Jr.  (d.  1990)  active  in 
Du  Pont  1938  82,  left  inheritance  to 
3  children:  Hugh  Rodney  III,  H. 
Donnan  Sharp,  William  M.W.  Sharp. 
Hugh  III  (known  as  H.  Rodney):  59. 
Wilmington,  Del.  Married,  5  chil- 1 
dren.  Director  Du  Pont;  retired  as  I 
manager  of  computer  systems  for  Du  I 
Pont  1991 .  Bayard,  Hugh  Jr.  donated  I 
$11  million  parcel  of  beach  and  wil- 
derness   for    Florida    state  park. 
Hugh's,  Bayard's  fortunes  estimated 
about  $325  million  each,  with  fam- 
ilies; Rodney  and  siblings  believed  to 
share  similar  amount.  Bayard's  sister 
Ann,  brother  John,  died  childless; 
fortune  likely  distributed  to  siblings, 
nieces,  nephews. 


Robert  Staples  Howard 

Newspapers.  Rancho  Santa  Fe,  Calif. 
70.  Married,  4  children.  U  of  Minn, 
dropout.  After  WWII  inherited 
hometown  (Wheaton,  Minn.)  paper: 
"I  swept  floors,  melted  lead,  sold  ads, 
wrote  stories  .  .  .  you  name  it." 
Founded  Howard  Publications  1961; 
saw  possibilities  in  owning  more  than 
one  paper.  Built  to  18  dailies,  nearly 
450,000  subscribers.  Unassuming — 
flagship  is  Hammond  (Ind.)  Times — 
but  profitable  chain.  Also:  sold  Buffa- 
lo TV  station  for  $100  million  1988, 
40%  stake  Choice  (cable)  TV  for  $72 
million.  Dabbling  in  oil,  gas.  On 
newspapers  in  cyberfuture:  "Newspa- 
pers occupy  one  significant  portion  of| 
that  mosaic  and  they  are  going  to  be 
around  for  a  very  long  time."  Esti- 
mated around  $325  million. 


Timothy  E.  Gill 
Farhad  Fred  Ebrahimi 

Partners.  Software.  Denver.  Gill: 
Denver.  40.  Single.  U.  of  Colo.  B.S. 
applied  math,  computer  science.  Lost 
job  at  computer  company  started  by 
high  school  buddies,  "I  figured  if  I 
started  my  own  business,  I  would  be 
the  last  person  fired."  Started  Quark, 
Inc.  (named  after  subatomic  particle, 
"a  nice,  cool,  scientific  word")  in 
bedroom  with  $2,000  from  parents 
1981.  QuarkXPress  out  1987,  quick- 
ly became  top  desktop  computer  soft- 
ware for  page  layout.  Targeting  high 
end  of  market  (rival  Aldus  PageMaker 
its  major  competitor).  Brought  in 
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Ebrahimi  as  50%  partner  1986  to 
handle  finance,  accounting.  Ebra- 
himi: 55.  Denver.  Married,  2  chil- 
dren, ucla.  Introduced  to  Gill  by 
mutual  attorney;  Ebrahimi  bought 
50%  Quark  for  $100,000.  Gill:  "We 
were  at  $2  million  or  $3  million  in 
sales  then."  Sales  1993  reported  $  1 1 4 
million;  gaining  on  PageMaker  ($130 
million).  Tim  heads  design  team, 
Fred  still  handles  business  end.  Gill: 
"It  works  real  well.  Because  our  50- 
50  interest  balances  out,  we  have  to 
agree.'''  Each  partner  estimated  $325 
million  or  more. 


William  Henry  Cosby  Jr. 

Television,  entertainment.  57.  Am- 
herst, Mass.;  NYC;  LA;  Philadelphia. 
Married,  5  children.  Philly-raised, 
quit  Temple  U.  for  comedy.  Within 
year,  on  Tonight  Show.  First  black 
costar  network  television:  I  Spy.  Four 
Emmys.  Now  The  Cosby  Mysteries. 
Also  kid  market:  guest  Sesame  Street, 
creator  Fat  Albert  cartoon.  Well-paid 
pitchman:  JELL-O,  Kodak.  The  Cosby 
Show  debuted  1984:  ratings  vaulted 
NBC  to  first  place.  Syndicated  reruns 
earn  $1  billion;  Cosby  gets  chunk. 
Also  books,  concerts,  records.  Fail- 
ures: revival  of  Groucho  Marx's  game 
show  Ton  Bet  Tour  Life;  bid  for  NBC 
1993.  Awarded  degrees  by  Temple, 
U.  of  Massachusetts;  gave  $20  million 
to  daughter's  alma  mater,  Spelman 
College.  Estimated  worth  some  $325 
million. 


Alexander  Gus  Spanos 

Real  estate.  Stockton,  Calif.  72.  Mar- 
ried, 4  children.  Left  father's  baker)' 
1956;  started  with  $800  bank  loan, 
sold  sandwiches  to  migrant  farm 
workers.  Tried  construction.  Found- 
ed A.G.  Spanos  Construction  1960. 
Built  60,000  apartments  across  Sun- 
belt. Severe  retrenchment  in  1980s. 
Now  back  constructing  apartments; 
owns  1,600  Stockton  acres.  Old 
dance  routine  with  golf  pal  Bob  Hope 
still  remembered.  Golf  and  card  bud- 
dy Barron  Hilton  sold  small  stake  in 
San  Diego  (football)  Chargers  to 
Spanos  early  1980s.  Spanos  now  has 
96%:  bought  Hilton's  remaining  7.5% 
in  January.  Started  hotel  operation 
with  Hilton  in  Athens  last  winter. 
Estimated  net  worth  $325  million. 


Richard  Paul  Simmons 

Allegheny  Ludlum.  Scwickley,  Pa. 
63.  Married,  2  children.  Father  ran 
small  Bridgeport,  Conn,  gas  station. 
MITT953  for  metallurgy.  Father  died; 
borrowed  to  finish;  first  job  witliAlle- 
gheny  Ludlum,  year's  salary  in  debt. 
Went  on  to  Republic  Steel,  became 
industry's  .youngest  assistant  plant 
manager  age  33.  Survived  perforated 
ulcer  1968;  50%  chance  of  living. 
Back  to  Allegheny,  became  president 
1972.  Led  LBO  specialty  steel  unit 
1980.  Used  computers,  revamped  ac- 
counting, management  to  track,  min- 
imize cost  of  each  piece  of  steel:  de- 
spite recession,  21%  interest  rates  at 
first,  over  30  consecutive  pro fi table- 
quarters;  strike  caused  first  loss  this 
year.  Public  1987.  Director,  regional 
Boy  Scouts.  His,  wife's  stock,  after 
much  philanthropy,  $325  million. 


Saul  Phillip  Steinberg  and  family 

Financier.  NYC.  55.  Twice  divorced, 
remarried;  6  children.  Finished  Whar- 
ton 3  years,  age  19.  Founded  comput- 
er-leasing firm  Leasco  1961  with  fa- 
ther's $25,000;  went  public  1965. 
Took  over  Reliance  Insurance  1968, 
failed  run  at  Chemical  Bank  1969. 
Took  Reliance  private  1982  for  $550 
million;  public  again  1986.  Played 
junk  market  mid-1980s.  Reliance, 
under  weight  of  junk  bond  debt,  sold 
business  assets.  In  1993,  $650  million 
debt  refinancing,  $200  million  stock 
offering;  diluted  holding  from  65%  to 
49.5%.  Known  for  paying  himself 
generously:  $5.4  million  salary,  bo- 
nus 1993.  Sizable  art  collection  in  34- 
room  Park  Ave.  apartment  formerly 
owned  by  Rockefellers.  Believed 
worth  $325  million. 


Jerral  Wayne  Jones  * 

Oil  &  gas,  Dallas  Cowboys.  Dallas. 
52.  Married,  3  children.  Born  LA; 
father  had  supermarket,  insurance 
businesses.  To  North  Little  Rock, 
Ark.,  early  1940s.  Jerral:  U.  of  Arkan- 
sas football,  M.B.A.;  joined  father's 
insurance  business  1965.  With  gas 
engineer  Mike  McCoy  bought,  devel- 
oped oil  &  gas  properties  as  Arkoma. 
In  1989  sold  back  to  Arkla  producing 
wells  bought  undeveloped  1982.  Big 
cash  in  hand,  bought  (football)  Cow- 
boys for  $140  million,  fired  Tom 


Landry,  turned  around.  Now  his  Tex- 
as Stadium  suites  up  to  $2  million; 
licensed  merchandise  $1  billion 
1993,  one  third  NFL  total:  "The 
Cowboys  are  the  most  valuable  fran- 
chise in  all  of  sports."  Some  oil  &  gas, 
other  assets.  Estimated  $320  million. 


Robert  Charles  Joseph  Edward 
Sabatini  Guccione 

Penthouse,  etc.  NYC.  62.  Twice  di- 
vorced, remarried;  5  children.  Brook- 
lyn-born accountant's  son.  At  18 
traveled  Europe,  drawing  portraits, 
telling  fortunes.  Father:  "I  hoped 
someday  he  would  be  a  famous  paint- 
er." With  few  thousand  from  dad 
started  U.K.  mail-order  sales  U.S. 
girlie  magazines,  pinups.  Launched 
Penthouse  London  1965,  U.S.  1969: 
grittier,  more  pubic,  more  European 
than  Playboy.  Bob  still  shoots  some 
spreads.  Later:  Omni,  Longevity; 
bought  Compute!  (sold  to  Ziff),  Sat- 
urday Review,  etc.  Impressionist  col- 
lection, some  Old  Masters.  Flxtrava- 
gant  NYC  digs  (silver-tiled  pool);  68- 
acre  estate;  NYC  commercial  property. 
Paints,  recent  exhibit  Soho  gallery. 
Net  worth  estimated  $315  million. 


Jay  Stein  * 

Stein  Mart.  Jacksonville,  Fla.  48.  Mar- 
ried, 2  children.  Grandfather  Sam 
founded  discount  clothing  store  in 
Greenville,  Miss.  1908;  taught  his  12- 
year-old  grandson.  "I  ran  the  cash 
register.  I  did  everydring."  Joined 
company  1967  after  attending  NYU. 
Opened  branch  store  in  Memphis 
1977;  others  followed.  Sells  "upscale 
fashions  at  discount  prices";  recruits 
society  ladies  to  sell  part  time  for  25% 
discount.  "Today  no  one  brags  about 
how  much  money  they  paid  for  a  tie. 
They  brag  about  how  much  they 
saved  on  it."  After  2  public  offerings, 
Jay  and  wife  hold  13.2  million  shares, 
but  he's  not  bragging.  "The  value  of 
one's  self  is  not  to  be  contained  in  the 
money  one  happens  to  have."  Hap- 
pens to  have  around  $315  million. 


Leon  Levy  * 

Money  manager.  NYC.  69.  Divorced, 
remarried;  1  child.  Studied  music, 
psychology  City  College  of  N.Y.; 
barred  from  securities  analysis  course 
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OVER  $300,000,000 


Turner's  tribulations 
Even  billionaires  have 
bad  days.  Ted  Turner  (see 
p.  126)  was  on  hand  to 
witness  a  fire  that  broke 
out  in  the  luxury  boxes 
of  the  Atlanta  Fulton 
County  Stadium,  where 
his  Atlanta  Braves  base- 
ball team  plays,  in  July 
1993.  The  blaze  raged  for 
more  than  an  hour  and 
took  36  firefighters  to 
bring  under  control.  A 
small  consolation:  when 
the  Braves  took  the 
field  after  the  fire  was 
doused,  they  beat  the 
St.  Louis  Cardinals. 


by  lack  of  prerequisites;  later  taught 
course.  Joined  Oppenhcimer  &  Co. 
1951;  ran  research.  Made  killing  on 
bonds  in  bankrupt  railroads  1950s; 
developed  institutional  sales  force. 
Oppenhcimer  sold  19X2.  Formed 
Odyssey  Partners  with  Jack  Nash.  Rig 
collector  antiquities;  sponsors  Har- 
vard archeological  dig  in  Israel.  Mar- 
ried to  former  FORBES  contributor, 
freelance  writer  Shelby  White:  author 
of  What  Every  Woman  Should  Know 
About  Her  Husband's  Money.  Shelby 
should  know  lor  sure,  but  we  t  hink  his 
exceeds  $3  1 0  million. 


William  B.  Turner 
Sarah  Turner  Butler 
Elizabeth  Turner  Com 
and  families 

Coca-Cola  ct  al.  Columbus,  Ga.  W. 
( '.  Bradley  founded  company  of  same 
name  1885;  currently  in  real  estate, 
timberland,  sports  apparel,  barbecue 
grills.  Also  retailing.  Real  wealth  from 
spectacular  long-term  investment: 
Coca-Cola.  W.C.  helped  fellow  Co- 
lumbus native  Ernest  Woodruff  and 


others  buy  Coca-Cola  Co.  for  $25 
million  1919.  Watched  Woodruff 
build  soft  drink  empire,  held  on  for 
the  ride;  was  director,  owned  what  is 
now  1.2%.  Shares  passed  through 
trusts  to  grandchildren:  William,  71. 
Columbus,  Ga.  Three  sons,  3  daugh- 
ters; sons  active  in  W.C.  Bradley  Co. 
Sarah,  74.  Columbus,  Ga.  Married,  3 
children.  Son  Stephen,  43,  Bradley 
chairman.  Elizabeth,  68.  Columbus, 
Ga.  Married,  5  children.  Bradley- 
Turner  Foundation  works  with 
Methodist  Church:  religious,  educa- 
tional causes.  Each  grandchild  con 
trols  Coke  stock,  etc.  recently  worth 
an  estimated  S3 10  million. 


Marshall  Edison  (Doc)  Rinker  Sr. 
and  family 

Concrete.  Balm  Beach.  89.  Widowed, 
remarried;  3  sons.  Nicknamed  after 
close  family  doctor.  Arrived  Florida 
flat  broke  in  Model  T.  Put  together 
stake;  founded  Rinker  Rock  &  Sand 
Co.  1926.  Lifelong  devotion  to  work: 
12-hour  days  standard  (plus  half-day 
Saturdays).  Slow  start  but  built  the 


largest  Florida  supplier  of  ready-mix 
concrete.  Son  president  1982;  lef 
1983.  In  1988  Doc  sold  his  71%  to 
Australia's  CSR  Ltd.  for  $515  million. 
Now  manages  his  stocks,  bonds  and 
$52  million  assets  of  his  foundation 
Goes  to  office  5  days  a  week;  travels! 
about  2  months  a  year.  "Have  to,  to 
keep  out  of  trouble.11  Says  portfolio 
down  a  bit  this  year  because  of  the 
markets;  "We're  just  hanging  in 
there.11  Still  estimated  $310  million 
or  more. 


Anne  Hendricks  Bass 

Divorce.  NYC,  Ft.  Worth.  53.  Two 
daughters.  Father  Indianapolis  sur- 
geon; mother,  golf  champion.  Vassar 
1963.  Father  warned  about  marrying 
rich.  In  1965  married  Sid  Bass  (which 
see).  Split  after  23  years.  Got  over  1 
million  Disney  shares  in  divorce  set- 
tlement. Also  $5  million  Fifth  Ave. 
apartment;  Ft.  Worth  home;  works  by 
Degas,  Rothko,  Monet,  Picasso;  an- 
tiques: often  used  Fifth  Ave.  apart- 
ment to  be  close  to  nyc;  art  scene, 
ballet.  Active  nyc:,  Ft.  Worth  social 
circles.  Contributing  editor  Vogue. 
Summers  in  F.urope.  Known  as  good 
fundraiser,  lavish  but  tasteful  party- 
thrower.  Gave  school  to  Ft.  Worth 
Ballet.  On  New  York  City  Ballet 
board,  vice  president;  some  say  saved 
it  from  extinction.  Estimated  net 
worth  $310  million. 


Aaron  Spelling 

TV.  Holmby  Hills,  Calif.  71.  Di- 
vorced, remarried;  2  children.  Son  of 
Russian  immigrant,  raised  Dallas. 
High-strung:  year  in  bed  with  ner- 
vous breakdown  age  8.  To  LA  1953  as 
writer,  actor.  Breakthrough  1968: 
Mod  Squad.  Later,  Dynasty,  Love 
Boat,  Fantasy  Island,  Charlie's  An- 
gels, all  ABC' — "Aaron's  Broadcasting 
Co."  Over  30  series,  over  100  made- 
for-rv  movies.  Spelling  Production 
(now  Spelling  Entertainment)  public 
1986;  acquired  by  Carl  Lindner 
(which  see)  1989;  Blockbuster  Video 
acquired  77%  in  past  year.  Spelling 
still  vice  chairman.  After  dry  spell, 
Beverly  Hills,  90210  1990.  Tw  o  1992 
shows  cancelled,  one  not  renewed; 
but  Melrose  Place  1993.  For  1994: 
Models  Inc.,  three  others.  Estimated 
over  $3 1 0  million. 
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WE  DO  A  LOT 
THINGS  TO 
COMPUTER 
SYSTEMS. 

WE  FINANCE  THEM.  WE  LEASE  THEM. 
WE  UPGRADE  THEM.  WE  CONFIGURE 
THEM.  WE  CUSTOMIZE  THEM.  WE 
ASSET  TAG  THEM.  WE  PACKAGE 
THEM.  WE  STORE  THEM.  WE  DELIVER 
THEM.  WE  PROTECT  THEM.  WE 
INSTALL  THEM.  WE  NETWORK 
THEM.  WE  INTEGRATE  THEM.  WE 
SUPPORT  THEM.  WE  SERVICE  THEM. 


So  You  Can 
Work 
Faster, 
Better, 
Cheaper. 


Call  (800)  272-0564  To  Learn  What 
MicroAge  Infosystems  Services  can  do  for  you. 

M\cxoAge 

INFOSYSTEMS  SERVICES 

©1994  MicroAge  Computer  Centers,  Inc  All  rights  reserved  MicroAge®  is  a  registered  trademark  of  MicroAge 
Computer  Centers.  Inc  MicroAge  is  an  international  sales  organization  ol  independent  owned  and  operated 
franchised,  company-owned  and  affiliated  reseller  locations  All  other  registered  trademarks  and  trademarks 
are  the  properties  of  their  respective  companies. 
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Family  Fortunes 


Some  of  the  largest  fortunes  in  America 
are  so  divided  among  members  of  a 
family  that  no  one  individual  can 
qualify  for  the  Forbes  Four  Hundred. 
This  listing  of  such  families  is 
extensive  but  not  meant  to  be  as 
complete  as  our  list  of  the  richest 
individuals.  Many  are  heirs  of 
persons  who  would  have  been 
on  The  Forbes  Four  Hundred  if 
it  had  been  compiled  in  earlier 
decades.  Others  are  business 
families  still  building  their  *jB&S^ 
fortunes,  who  may  one  day      ™  ; 
put  one  of  their  members 
on  the  individuals  list 
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Alfond 

i  Shoes.  Dexter,  Me.  et  al.  Patriarch 
I  Harold,  80,  son  of  Lynn,  Mass.  shoe- 
1  maker,  started  working  in  shoe  fac- 
%  tory  at  25  cents  an  hour  in  1934. 
Founded  Dexter  Shoe  1956  with 
$10,000.  Joined  1958  by  nephew 
Peter  Lunder  (now  runs  day-to-day 
operations).  Prospered:  bought  stake 
in  Boston  Red  Sox  1983.  Dexter  to- 
day: makes  7.5  million  pairs  of  shoes 
annually  Maine,  Puerto  Rico;  77  re- 
tail outlets,  mostly  Northeast.  Keys: 
skilled  labor  force,  good  relations 
with  likes  of  Nordstrom,  J.C.  Penney. 
Dexter  acquired  by  Berkshire  Hatha- 
way 1993.  Warren  Buffett  said  he 
sings  "There's  no  business  like  shoe 
business'1  driving  to  work.  Alfond 
should  sing,  too:  25,203  bh  shares 
recently  $480  million. 


Anderson 

Bayport,  Minn.  Danish  immigrant 
Hans  Jacob  Anderson  arrived  in  Port- 
land, Me.  1870.  Family  legend  holds 
that  first  words  in  English  were  "All 
together  boys."  Company  motto  ever 
since.  With  sons  founded  Anderson 
Lumber  Co.  1903.  In  1905,  stan- 
dardized window  frame  sizing,  allow- 
ing interchangeable  parts;  revolution- 
ized building  industry.  Stingy  Hans 
signed  first  profit-sharing  check  hours 
before  death;  generous  plan  now:  em- 
ployee's bonuses  accounted  for  over 
25%  of  salary  in  1993.  Hans'  son  Fred 
emphasized  advertising:  "Only  the 
rich  can  afford  poor  windows."  An- 
derson Corp.  industry  leader,  nation- 
al reputation  for  quality.  With  hous- 
ing industry  on  rebound,  and  top 
brand  name,  family's  70%  estimated 
worth  $500  million. 


Bacardi 

Puerto  Rico,  Miami  et  al.  Descen- 
dants of  Don  Facundo  Bacardi  (b. 
1816),  Spanish-born  wine  merchant, 
immigrated  to  Cuba  1830.  (Son  Emi- 
lio  key  player  in  Cuban  indepen- 
dence.) Distilled  "civilized  rum," 
founded  Bacardi  1862.  Built  into 
world's  most  popular  brand  liquor. 
Family  prominent  in  history:  libera- 
tion of  Cuba,  invention  of  daiquiri.  In 


Arthur,  1st  Baron  Capel  and  Family, 
By  Cornelius  Johnson 
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FAMILY  FORTUNES  


1992  mixed  rum,  vermouth:  bought 
majority  Martini  &  Rossi  for  $1.4 
billion.  Profits  boosted  to  estimated 
$300  million.  Bacardi  integrated:  Ba- 
cardi Corp.  of  Puerto  Rico  sells  to 
Bacardi  Corp.  of  Miami;  royalties  to 
Bacardi  &  Co.  Ltd.  Bahamas.  Family 
fights;  weaker  shareholders  want 
voice,  more  info.  Company  denies 
problems.  About  500  Bacardis  share 
estimated  $1.8  billion. 


Bancroft 

Inheritance.  Great-grandchildren  of 
Clarence  Barron  (d.  L928),  built 
Dow  Jones  empire  (Wall  St.  Journal, 
Barron's,  etc.).  Harvard  lawyer  Hugh 
Bancroft  (d.  1933)  married  Barron's 
adopted  daughter  Jane.  Fortune  split 
among  3  children  and  their  children: 
Jane  Bancroft  Cook  (which  see);  Jessie 
Cox's  (d.  1982)  2  children:  Jane  Cox 
MacFlree  and  William  Cox  Jr.;  Hugh 
Bancroft  Jr.'s  (d.  1953)  4  children: 
Bettina  Klink  (54,  Los  Angeles,  Dow 
Jones  director  since  1982),  Hugh 
(Newport  Beach,  Calif,  designs  and 
builds  antique  car  kits),  Chris  (Den- 
ton, runs  real  estate  company,  ice 
cream  shops),  Kathryn  Kavadas  (ail- 
ing, Newton,  Mass.,  philanthropist, 
active  in  fine  arts).  Family,  with  Jane's 
shares,  worth  over  $1.4  billion. 


Barbey 

California  et  al.  Heirs  of  John  Barbey, 
founder  with  5  partners  of  Reading 
Glove  &  Mitten  Mfg.  (Pa.)  1899. 
Bought  out  partners  1911,  renamed 
Schuylkill  Silk  Mills  (first  product  silk 
gloves).  Pioneered  brand-name  lin- 
gerie as  Vanity  Fair  1917.  Daring 
marketer:  first  to  use  live  models 
wearing  only  underwear.  Son  J.E. 
CEO  1939;  designed  lingerie.  Died 
1956,  left  stock  in  trust,  handpicked 
outside  management.  Company  later 
added  blue  jeans  (Lee  1969,  Wran- 
gler 1986),  sportswear  (Jantzen 
1986).  Family's  stock  still  in  trust. 
Donate  heavily  to  Christian  Science 
Ten  Acre  Foundation.  Holdings  re- 
cently worth  $600  million. 


Bean  (Gorman) 

Freeport,  Me.  Descendants  of  Leon 
Leonwood  Bean  (1872-1967), 
sportsman,  founder  L.L.  Bean,  Inc. 
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Tired  of  soggy,  cold  feet;  inspiration: 
attach  rubber  soles  to  leather  boots, 
became  famous  "duck  boot."  After 
90-  of  first  100  pairs  returned  defec 
five,  introduced  Bean  money-back 
guarantee;  still  in  effect.  Invented 
junk  mail:  first-ever  direct-mail  cam- 
paign to  Maine's  first  hunting  licenses 
1919;  sales  exceeded  $1  million 
1937.  "That  wasn't  bad  for  a  boy  who 
never  got  through  the  eighth  grade." 
Sales  in  1993:  $870  million.  Grand- 
son Leon  Gorman,  59,  at  helm;  wid- 
ened advertising,  expanded  women's 
line;  guards  quality,  service.  L.L.  Bean 
now  available  for  preppy  Japanese. 
Low-profile  family's  company  esti- 
mated $600  million  or  more. 


Blaustein 

Baltimore.  Inheritance.  Heirs  of  Lith- 
uanian-born Louis  Blaustein  (1869- 
1937),  delivered  kerosene  door-to- 
door;  invented  predecessor  of  RR  tank 
car.  Only  son  Jacob  (d.  1970)  invent- 
ed metered  gasoline  pump,  antiknock 
gas,  drive-in  stations.  Founded 
Amoco  1910;  merged  with  Standard 
Oil  of  Indiana  1954.  Part-time  diplo- 
mat: convinced  U.N.  conferees  to 
accept  human  rights  provisions  1945. 
His  son  Jacob  inherited  50%;  daugh- 
ters Fanny  Thalheimer  (d.  1957), 
Ruth  Rosenberg  (d.  1992)  25%  each. 
Family  still  owns  16.6  million  shares 
Amoco.  Private  American  Trading  & 
Production  Corp.  in  manufacturing 
(office  supplies,  security  systems),  real 
estate,  oil  and  gas.  Fortune  estimated 
$1.2  billion. 


Block 

Block  Drug  Co.  Descendants  of  Alex- 
ander Block,  Russian  immigrant  who 
opened  small  retail  drugstore  1907. 
Company  now  leading  manufacturer, 
marketer  denture  products;  also  sells 
pharmaceuticals,  consumer  products. 
Brand  names  include  Polident,  Sen- 
sodyne,  Poli-Grip,  Nytol,  X-14  line 
household  cleaners.  Company  has 
one  of  few  direct-sell  sales  forces  in 
professional  dental  supplies  market. 
Expansion  mostly  through  brand- 
name  extension;  occasional  acquisi- 
tion. Family  now  in  fourth  genera- 
tion. Alexander's  son  Leonard,  82, 
senior  chairman;  Leonard's  son 
Thomas,  49,   president,  treasurer; 


Leonard's  nephew  James,  57,  chair- 1 
man;  Leonard's  daughter  Peggy  Dan- 1 
ziger,  54,  director.  Family  shares  re 
cently  worth  $430  million. 


Brittingham 

Mexico,  Dallas.  Brothers  Jack,  Robert 
filled  ceramic  tile  niche  in  post-WWII 
building  boom.  Dallas  HQ,  but  made 
with  Mexican  cheap  labor.  Started 
1944;  built  Dai-Tile  to  one  of  largest 
U.S.  ceramic  tile  makers.  Jack,  a.k.a. 
Juan,  commuted  Dallas-Mexico;  for- 
mer chairman  Robert  ran  Dai-Tile 
U.S.  Sold  1990  to  aha  Investors  for 
$640  million  pretax.  Robert:  fined  $4 
million  1993  for  dumping  lead 
sludge;  court  mandated  community 
service,  5  years  probation.  Avid  hunt- 
er Africa,  Mexico;  son  Bobby  in  Dallas 
real  estate,  etc.,  as  Rosebriar  Holdings 
Corp.  Sold  land  to  amc  Theaters  for 
largest  U.S.  cinema  in  nation — some 
20  screens — at  family's  Stemmons 
Crossroads  development  in  Dallas. 
Family  fortune  estimated  over  $500 
million. 


Brown 

Brown-Forman  Corp.  Louisville,  Ky. 
Scions  of  George  Garvin  Brown,  who 
founded  company  with  half  brother 
1870;  named  Brown-Forman  1890. 
Maintains  family  control,  but  family 
members  must  have  two  degrees  be- 
fore joining  company.  William  Lee 
Lyons  Brown  Jr.,  ceo  1975-93,  son 
of  W.L.  Lyons  Brown  (ceo  1951- 
71),  grandson  of  George  Garvin 
Brown.  Current  CEO  Owsley  Brown 
II  (William  Lee's  brother).  Strategy 
invest  in  most  promising  brands — 
Jack  Daniels,  Southern  Comfort,  Ca- 
nadian Mist,  Korbel  Champagnes, 
etc.:  advertising  key  to  sales.  Acquired 
Lenox  chinamaker  1983;  Dansk  In 
ternational  Designs  and  Gorham  Sil 
ver  1991;  Fetzer  Wines  1992.  Family] 
shares  recently  worth  at  least  $1.1 
billion. 


Busch 

St.  Louis.  Bavarian  immigrant  Adol- 
phus  Busch  married  Lilly  Anheusei 
1861.  Sold  brewery  supply  business, 
joined  father-in-law's  brewery  1864. 
Company  survived  Prohibition  sell- 
ing corn  syrup,  veast.  Grandson  Au- 
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gust  Jr.  (d.  1989)  president  1946, 
steered  company  into  modern  mar- 
keting era  with  St.  Louis  (baseball) 
Cardinals,  inspired  brand  advertising: 
made  Budweiser  "King  of  Beers." 
("Bud  Bowl"  now  a  Super  Bowl  fix- 
ture.) August  III,  57,  at  helm;  has 
added  food  products.  Company  look- 
ing at  Chinese,  and  other,  breweries. 
Fifth-generation  August  IV,  30,  had 
first  sip  of  Bud  in  thimble  age  10 
hours;  after  2  run-ins  with  law,  set- 
tling down  as  VP  brand  management. 
Family  shares  recently  worth  $1.3 
billion. 


Campbell 

Hawaii.  James  Campbell  left  Ireland 
as  stowaway,  age  13,  arrived  NY  1839. 
Survived  shipwreck,  cannibal  attack 
[on  voyage  to  Hawaii  1850.  Profitable 
;sugar- growing  financed  land  Oahu, 
fMaui,  Hawaii;  turned  41,000  acres 
dry  Oahu  ranchland  into  sugar  plan- 
tation by  drilling  artesian  well. 
Dubbed     "Kimo-Ona  Milliona" 


(James  the  Millionaire),  died  1900. 
Estate  now  72,000  acres  on  3  islands. 
Much  conservation,  agricultural  land; 
some  commercial  development.  Fam- 
ily has  given  30,000  acres  on  Oahu  for 
planned  new  city,  Kapolei.  Also  own  9 
million  sq.  ft.  mainland  (shopping 
malls;  office,  industrial  space).  Last 
surviving  daughter  died  1987;  trust 
dissolves  2007;  estimated  $800  mil- 
lion for  numerous  family  members. 


Carter 

Direct  selling.  Dallas  area.  Mary 
Crowley  (d.  1986)  took  cue  from 
sister-in-law  Mary  Kay:  founded 
small  direct  seller,  Home  Interiors  & 
Gifts  on  savings,  $6,000  loan  1957. 
Sold  home  decorations  (gilt  wall 
sconces,  butterfly  plaques,  etc.).  To- 
day 500  products,  42,000  "dis- 
players"  organize  parties  to  sell  mer- 
chandise in  homes.  Sales  $850  mil- 
lion. Son  Donald's  financial  acumen 
helped  build  on  mother's  legacy. 
Donald,  61,  owns  30%  (rest  of  fam- 


Upfrom  the  trough? 

Gottwald  brothers  Floyd  Jr.  and  Bruce 
(see  p.  290)  have  been  selling  off 
pieces  of  conglomerate  Ethyl  Corp. 
since  1989.  But  this  year  they've  been 
heavy  buyers  of  shares  in  Albemarle 
Corp.,  Ethyl's  former  specialty  chemi- 
cals unit,  sold  off  in  March.  The 
Gottwalds  now  hold  over  25%  of  Albe- 
marle's common,  and  that  is  nearly 
half  their  visible  net  worth.  "They  want 
to  buy  the  assets  at  the  trough"  in  the 
industry  cycle,  explains  one  analyst.  Al- 
bemarle has  good  operating  lever- 
age, and  its  olefin  chemicals  plants  are 
running  at  progressively  higher  ca- 
pacity— close  to  80%  now,  up  from  40% 
last  year. 


ily,  key  employees  23%),  also  Dallas 
(basketball)  Mavericks.  Drives  red 
pickup.  Dallas  LBO  firm  Hicks, 
Muse,  Tate  &  Furst  announced  plan 
to  buy  HIG  for  $1  billion  ($150 
million  cash),  7.5  times  cash  flow, 
July.  Deal  values  family  at  about 
$400  million. 


Chandler 

la  et  al.  Times  Mirror  Co.  Heirs  of 
Harry  Chandler,  who  rose  from  clerk 
to  chairman  Los  Angeles  Times;  mar- 
ried daughter  of  owner  Harrison  Gray 
Otis  1894;  built  media  empire;  died 
1944.  Son  Norman  won  readers  fa- 
voring news  over  ads  during  WWII 
newsprint  shortage.  Was  editorially 
conservative:  "We  only  gave  manage- 
ment's side  in  labor  disputes." 
Grandson  Otis  took  over  1960; 
moved  toward  center.  Diversified 
into  book  publishing,  cable  (selling 
this  year  to  Cox  Communications), 
broadcast  services.  Sold  their  4  TV 
stations  1993.  Stepped  down  1986. 
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Now  publishes  (N.Y.)  Newsday,  Bal- 
timore Sun,  Hartford  Courant,  etc.; 
hard-hit  by  wavering  NYC,  LA  econo- 
mies. Over  100  family  members  share 
trust  worth  at  least  $1.3  billion. 


Clapp 

Seattle.  Matthew  G.  Norton,  brother 
James  started  lumber  company  late 
1800s  with  cousin  William  Laird- 
Laird  Norton  Co.  Helped  Frederick 
Weyerhaeuser  start  Weyerhaeuser 
Co.  Physician  Eben  Clapp  married 
daughters  of  Matthew  and  James  in 
turn.  Son  Norton  Clapp  principal 
heir;  was  largest  Weyerhaeuser  share- 
holder, president  1960-66,  chairman 
until  retirement  1976.  Laird  Nor- 
ton's Lanoga  Corp.  has  lumber  and 
building  supplies  chains  in  Pacific 
Northwest,  Midwest,  Alaska,  with  es- 
timated revenues  of  more  than  $655 
million  last  year.  Also  has  Washington 
State  real  estate.  Norton  married  to 
widow  of  one  of  sons  (of  6  children,  3 
deceased).  Over  100  heirs  now  share 
family  fortune,  including  Laird  Nor- 
ton Trust,  estimated  more  than  $1.2 
billion. 


Clark 

Cooperstown,  N.Y.  Scions  of  Edward 
Clark  (1811-82),  helped  Isaac  Singer 
sell  sewing  machines  1850s,  got  40% 
Singer  Mfg.  Co.  Estate  to  son  Alfred 
(d.  1896),  then  his  4  sons:  Edward; 
racehorse  owner  F.  Ambrose;  art  col- 
lectors Stephen,  Robert.  Latter  split 
with  family,  founded  Clark  Art  Insti- 
tute, Williamstown,  Mass.  Stephen 
made  dubious  claim:  America's  favor- 
ite pastime  invented  in  Cooperstown; 
family  opened  Baseball  Hall  of  Fame 
1939.  Big  imprint  on  town:  muse- 
ums, hospital,  hotel,  golf  course.  Fifth 
generation  includes  Jane  Forbes 
Clark,  39,  chairs  Clark  Foundation, 
Clark  Estates  Inc.  in  NYC .  Also  Anne 
Labouisse  Peretz,  55,  co-owner  New 
Republic  magazine.  With  prudent  in- 
vestment 1 1  Clarks  should  be  worth 
at  least  $480  million. 


Close 

Fort  Mill,  S.C.  Colonel  Leroy  Springs 
founded  Lancaster  Cotton  Mill  1895, 
took  over  Fort  Mill  Mfg.  Co.  Son 
Elliot  White  Springs,  fifth-ranking  ace 


pilot  WWI,  writer  1920s,  returned  to 
family  textile  business  at  father's  re- 
quest 1931.  Survived  Depression. 
Used  WWII  textile  profits  to  expand 
to  New  York;  died  1959.  Son-in-law 
Hugh  W.  Close  followed,  d.  1983. 
Springs  Industries  now  manufacturer 
home  furnishings:  sheets,  comforters, 
draperies,  etc.  Elliot's  granddaugh- 
ter, Crandall  Close  Bowles,  46,  direc- 
tor of  Springs  Co.,  investment  com- 
pany for  family  interests  in  real  estate, 
insurance,  railroad.  Close  family  con- 
trols about  75%  of  voting  stock;  esti- 
mated $520  million  or  more. 


Collier 

Inheritance,  investments.  Naples,  Fla. 
et  al.  Descendants  of  Barron  Gift 
Collier  (d.  1939),  pioneered  streetcar 
advertising,  used  $5  million  annual 
income  to  buy  southwest  Florida  land 
starting  1911.  Had  1  million  acres  by 
1930;  renamed  Collier  County.  Heirs 
disagreed  on  strategy,  split  empire 
with  coin  toss  1980.  One  branch: 
Collier  Enterprises;  led  by  Miles  Col- 
lier, 47.  Second  branch:  Barron  Col- 
lier Co.;  three  principal  heirs.  Total 
holdings  both  branches:  144,000 
acres  agri-land,  20,000  acres  citrus, 
100,000  acres  ranchland,  10,000 
acres  in  Naples  area.  Families  have 
additional  acreage  elsewhere.  Doing 
some  residential  and  commercial  de- 
velopment. Combined  estimated  net 
worth:  $1 .3  billion. 


Coors 

Coors  Beer.  Golden,  Colo.  Heirs  of 
German  immigrant  Adolph  Coors, 
stowaway  on  Baltimore-bound  sail- 
ing ship;  started  brewery  1873.  Com- 
pany survived  Prohibition  making 
malted  milk,  ceramics,  near  beer. 
Charged  with  antigay,  antiminority, 
antiunion  policies  until  10-year  AFL- 
CIO  boycott  brought  affirmative  ac- 
tion pact  1987.  Peter,  47,  grew  up 
fourth-generation,  worked  summers 
at  brewerv.  Despite  father's,  uncle's 
reluctance,  ordered  development 
light  beer  late  1970s.  Now  third  in 
market.  Two  big  breweries:  Golden 
and  Nashville.  New  drink,  Zima,  do- 
ing well  so  far.  Coors  Pure  Water 
2000  program  helped  Mississippi 
flood  victims.  Family  shares  recently 
worth  around  $400  million. 


Cowles 

Media.  Minneapolis,  nyc,  et  al.  De- 
scendants Gardner  Cowles  Sr.  (d. 
1946),  who  put  $110,000  into  ailing 
Des  Moines  Register  1903,  added 
evening  Tribune,  built  monopoly. 
Son  John  Sr.  (d.  1983)  pulled  same 
trick  Minneapolis,  1935.  Gardner  Jr. 
(d.  1985)  founded  Look  magazine; 
sold  Family  Circle,  etc.  to  New  York 
Times  for  23%  of  NYT  stock  1971.1 
Third  generation  blew  profits;  sold  I 
Cowles  Broadcasting  to  Oveta  Culp 
Hobby  (which  see)  1984,  flagship 
Register  to  Gannett  for  $200  million 
1985.  John  III,  40,  chairs  thinly  trad- 
ed Cowles  Media:  "We  still  have  plen- 
ty to  do."  More  than  70  heirs  share 
56%  Cowles  Media,  also  New  York 
Times,  Affiliated  Publications  stock; 
estimated  over  $525  million. 


Cullen 

Scions  of  Hugh  Roy  Cullen  (d. 
1957),  grade  school  dropout,  legend- 
ary wildcatter.  Hit  big  drilling  deeper 
in  played-out  fields.  Used  "creekolo- 
gy,"  reading  bends  of  creeks,  rivers 
for  oil.  Hit  famed  Tom  O'Connor  (see 
family)  field  early  1930s.  "Father  of 
U.  of  Houston":  family  has  given 
$100  million.  Quintana  Petroleum 
runs  wells  for  family,  Exxon.  Quinta- 
na executive  committee  includes  1 
daughter,  2  grandsons,  granddaugh- 
ter's husband.  Grandson  Enrico  di 
Portanova,  born  to  deceased  daugh- 
ter and  Italian  playboy,  long  ago  re- 
nounced U.S.  citizenship;  sued  for 
more  income,  lost  to  Joe  Jamail 
(which  see)  1984.  Quintana  gas  pro- 
duction way  up,  oil  not.  U.S.  Cullens 
estimated  $550  million  or  more. 


Davis 

Winn-Dixie  Stores.  Jacksonville,  Fla. 
Family  continues  tradition  of  William 
Milton  Davis,  owner  of  Idaho  general 
store,  moved  to  Lemon  City,  Fla.  and 
started  grocery  with  $10,000,  1925. 
Named  Winn-Dixie  1955:  "To  win 
Dixie  was  our  ambition."  Four  sons 
built  company  to  largest  grocery 
chain  in  South;  now  1,151  stores  in 
13  Sunbelt  states.  After  brother 
James'  death  1992,  Artemus  Dariusi 
only  surviving  son  of  William. 
"A.D."  with  companv  from  1925; 
1940-65   president;   1965-82  vice 
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When  others  got  a  raise 

You  became  an  associate 
When  others  became  associates 

You  became  a  partner 
When  others  became  partners 
You  bought  the  firm 
Now 

Has  your  homeowners  insurance 
kept  pace  with  your  lifestyle? 


* 


Playing  it  smart  has  always  kept  you  ahead  of  the  game.  But  if  you  were  to  suffer  the  loss  of  your  home,  would 
our  homeowners  insurance  measure  up  to  your  expectations?  Unlike  most  homeowners  policies,  a  Prestige"  policy 
'om  Fireman's  Fund  has  no  set  limit  on  the  cost  of  living  elsewhere  while  your  home  is  being  repaired 
r  rebuilt.  So  you'll  be  able  to  maintain  your  normal  standard  of  living  if  such  a  loss  should  occur, 
iter  all  you've  gained,  why  limit  yourself  with  anything  less  than  the  best?  To  learn  all  about  the  FireiTUUIS 
enefits  of  a  Prestige  policy,  talk  to  an  independent  insurance  agent  representing  Fireman's  Fund.  Flllld 


PRESTIGE     HOMEOWNERS  INSURANCE.  DESIGNED  FOR  ACHIEVERS. 


E  1994,  Fireman's  Fund  Insurance  Company  •  Prestige8  is  a  registered  servicemark  of  Fireman  s  Fund  Insurance  Company 
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chairman.  Retired;  spends  time  at  Col- 
orado and  Tennessee  ranches.  Son 
Robert,  63,  retired  as  chairman  1988; 
heads  family's  holding  company  DDI, 
with  company  since  1955.  Three  third - 
generation  Davisesalsoon  board.  Fam- 
ily worth  about  $1.7  billion. 


Dayton 

Minneapolis.  Heirs  to  George  Draper 
Dayton,  moved  1883  from  New  York 
to  buy  Minnesota  bank.  Founded 
Dayton's  department  store  1902.  Son 
George  Nelson  took  over  1938. 
George's  5  sons  all  in  business  by 
1950.  Opened  first  indoor  2 -level 
shopping  mall  Minneapolis  area 
1956.  Added  low-margin  discount 
stores  1962;  created  book  retailer  B. 
Dalton  (sold  1986).  Went  public 
1967.  Merged  with  J.L.  Hudson  Co. 
1969.  Last  of  sons  retired  Dayton 
Hudson  1983.  Family  active  in  state: 
grandson  Mark  Dayton  ran  unsuc- 
cessfully for  Senate  1982,  now  state 
auditor.  His  father  Bruce  Dayton  art 
collector;  most  of  collection  promised 
to  Minneapolis  art  museum.  Family 
believed  over  $900  million. 


deMenil 

Houston,  nyc.  Descendants  of  physi- 
cist Conrad  Schlumberger  (d.  1936), 
developer  first  "well-logging"  device 
1920s:  fine-tuned  location,  depth  of 
underground  oil.  Company  domi- 
nant in  field  ever  since.  Daughter 
Dominique,  86,  fled  Nazi-occupied 
Paris  1941  to  firm's  Houston  HQ. 
Husband  John  (d.  1973)  ran  compa- 
ny 1967-70.  Major  art  collector:  "We 
started  with  what  moved  us";  grew  to 
eclectic  15,000-piece  collection. 
Credited  with  introducing  modern 
art  to  Houston  1950s.  Over  half  to 
Menil  Foundation  museum  in  Hous- 
ton. Started  Carter-Menil  Human 
Rights  Foundation  with  Jimmy  Car- 
ter 1985.  Five  children,  Schlum- 
berger stock  owners,  also  collectors. 
Family  estimated  $440  million. 


Demoulas 

Supermarkets.  Boston  area.  Greek- 
American  patriarch  Arthur  Demou- 
las, wife  opened  small  grocery  1917. 
Sons  George  and  Telemachus  took 
over,  50-50,  1954.  Today,  50  De- 


moulas/Market  Basket  stores  Mass., 
New  Hampshire;  sales  $1.4  billion. 
Agreement  that  if  one  brother  died, 
survivor  would  care  for  his  family. 
George  died,  heart  attack,  1971;  Te- 
lemachus removed  George's  widow 
from  board  1978;  quietly  transferred 
all  but  8%  of  stock  to  himself.  George's 
heirs  (left  4  children)  alarmed  1989  by 
tax  notice,  sued  1990,  charged  fraud, 
bribery,  etc.  Verdict  May:  Telemachus 
liable  for  fraud,  breach  of  trust.  Inev- 
itable appeal,  but  Telemachus  must 
repay.  Tattered  family  estimated  at 
least  $675  million. 


Dillon 

Far  Hills,  N.J.  Patriarch  Clarence  Dil- 
lon (d.  1979)  joined  what  would  be- 
come Dillon,  Read  1914;  took  over 
1919.  Wall  Street  power  1920s 
(locked  horns  with  J. P.  Morgan),  be- 
yond. Launched  U.S.  &  Foreign  Se- 
curities investment  trust  1924;  liqui- 
dated 1983.  Son  C.  Douglas:  Ike's 
ambassador  to  France;  Treasury  Sec- 
retary for  JFK,  LBJ;  former  chair  nyc's 
Metropolitan  Museum.  Art  collec- 
tion. Large  landholders  in  exclusive 
patches  N.J.  Two  world-class  Bor- 
deaux vineyards:  Chateau  Haut  Brion 
and  La  Mission  Haut  Brion;  run  by 
Doug's  daughter  Joan  (Duchesse  de 
Mouchy).  Dillon,  Read  sold  to  Bech- 
tels  (which  see)  1981.  Wealth  mostly 
in  41  trusts,  estimated  at  least  $550 
million,  perhaps  far  more. 


Disney  (Walt) 

LA.  Heirs  of  Walter  Elias  Disney  (d. 
1966),  arrived  Hollywood  with  $40 
in  1923.  Mickey  Mouse  arrived  1928, 
name  courtesy  of  wife  Lillian  (Walt 
wanted  Mortimer).  From  small  mam- 
mal, global  entertainment  power. 
Family  stake  diluted  after  Bass  broth- 
ers' (which  see)  investment,  1984  ar- 
rival Michael  Eisner  (see  also),  Frank 
Wells.  Family's  Retlaw  Enterprises 
(media,  real  estate)  long  run  by  Lil- 
lian, daughters  Diane  and  Sharon 
(latter  adopted,  died  of  cancer  1993). 
Lillian  estimated  over  $180  million; 
Diane,  over  $80  million;  Sharon's  3 
children,  $160  million.  Family  de- 
nounces 1993  book  calling  Walt  FBI 
informant,  born  illegitimate.  Diane: 
"It  was  something  we  couldn't  let 
stand. . . .  He  was  too  good  a  man." 


Donnelley 

Chicago  origin.  Heirs  to  Richard  R. 
Donnelley  (d.  1899),  Canadian 
saddlemaker's  apprentice;  went  to 
Chicago,  started  print  business  1864. 
Burnt  down  in  Great  Chicago  Fire 
1871;  family  rebuilt  into  R.R.  Don- 
nelley &  Sons.  Son  Reuben  (d.  1929) 
formed  his  own  company  (sold  to 
Dun  &  Bradstreet).  Grandson  Gay- 
lord  took  over  main  family  company 
1964;  died  1992  at  81.  Company 
known  for  "The  Good  Book  and  The 
Big  Book,"  i.e.,  the  Bible  and  the 
Sears  catalog.  Sears  dropped  catalog, 
but  Donnelley  still  prints  more  Bibles 
than  anyone.  Also  Time,  Newsweek, 
New  Yorker,  TV  Guide,  American 
Heritage.  Plus  catalogs,  inserts,  tab- 
loids, telephone  books,  etc.  Family's 
18%  of  RR.  Donnelley,  etc.,  recently 
worth  around  $1.2  billion. 


du  Pont  (Pierre  Samuel  II) 

Wilmington,  Del.  Descendants  of 
Pierre  Samuel  du  Pont  de  Nemours 
(1739-1817),  French  Physiocrat  who 
fled  Revolutionary  Terror  for  Ameri- 
ca in  1800.  Son  Eleuthere  Irenee, 
chemist's  apprentice,  founded  gun- 
powder factory  on  Brandywine  Creek 
1802.  Company  and  family  pros- 
pered, dominated  Powder  Trust  late 
1800s.  After  family  battle  for  compa- 
ny control,  Pierre  S.  du  Pont  II 
emerged  as  leader,  with  2  cousins, 
1915.  WWI  munitions  contracts  pro- 
duced bonanza,  massive  growth,  also 
despised  sobriquet  "Merchants  of 
Death."  Founded  Christiana  Securi- 
ties as  family  holding  company  for  Du 
Pont;  under  antitrust  pressure, 
merged  into  Du  Pont  1977.  Rescued 
nascent  General  Motors  1920s,  took 
about  one-third.  Also  Hercules  Pow- 
der Co.,  U.S.  Rubber  (later  Uni- 
royal),  etc.  Bought  out  cousins  in 
further  struggles.  Childless,  Pierre  di- 
vided bulk  of  fortune  among  6  sib- 
lings, some  associates  before  death 
1958.  Family  branch  built  Wilming- 
ton Trust  Co.;  dissident  branches, 
Delaware  Trust  Co.  Numerous  de- 
scendants of  Pierre  Samuel  II  siblings 
still  control  over  1 5%  Du  Pont.  Fam- 
ily member:  "The  thing  about  the  du 
Ponts  is  that  some  are  very,  very  rich, 
and  the  others  are  just  plain  old  rich." 
This  branch  estimated  worth  $10 
billion. 
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Rarely  has 
sitting  down 

been  so 

exhilarating. 


The  smell  of  leather!  The  rich  glow  of  walnut.  The  way  the  instruments  reach  for  your  hands,  and  the  world  lies  at  your 
right  foot.  And  the  feeling  that  if  you  wanted  to  make  the  sky  flash  lightning,  there'd  probably  be  a  control  for  that,  too. 
Aurora  by  Oldsmobile.  See  what  happens  when  you  Demand  Better.  1-800-718-7778. 

fjjjjT  ©  1994  GM  Corp.  All  rights  reserved  Buckle  Up,  America.'  Aurora  is  a  trademark  of  General  Motors  Corp. 
1^1.  'Aurora  seating  areas  trimmed  in  leather. 
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New  green  shoot  from  an  old  tree 

Lessing  Stern  (right)  of  the  Rosenwald  clan  (see  p.  300)  is  putting  a  bit  of  the  old 
Sears,  Roebuck  fortune  into  a  new  venture:  restaurants  with  their  own  m  icrobre  wer- 
ies.  Since  1991  he's  opened  3  "brewpubs"  called  Hops!,  in  Phoenix  and  Scotts- 
dale,  Ariz,  and  in  La  Jolla,  Calif.  With  annual  revenues  of  about  $3  million  each,  the 
restaurants  won't  be  vastly  swelling  the  family's  $450  million  fortune  soon.  But 
great-grandfather  Julius  Rosenwald  started  small,  too. 


Durst 

Real  estate.  NYC,  Scarsdale,  Chappa- 
qua,  Martha's  Vineyard  et  al.  Descen- 
dants of  Joseph  Durst  (d.  1974),  Aus- 
trian immigrant  1902,  began  Durst 
Organization  1915  to  oversee  hand 
ful  of  NYC  buildings.  Sons  Seymour, 
David,  Royal  (d.  1993):  Seymour 
bought  midtown  office  property 
1940s;  pioneered  Third  Ave.  devel- 
opment. Dad's  advice  heeded:  "Nev- 
er buy  farther  than  you  can  walk." 
Now  about  5  million  sq.  ft.  midtown 
offices,  95%  occupied.  Seymour  per- 
sistent gadfly:  "New  York  builds  bu- 
reaucracy, not  housing."  Next  gener- 
ation now  managing:  Seymour's  sons 
Douglas,  Robert;  David's  sons  Jona- 
than, Joshua.  Times  Square  suit  could 
get  Dursts  $40  million.  Meanwhile, 
family  estimated  over  $600  million. 


Farish 

Houston  origin.  William  Stamps  Far- 
ish, other  Texas  oilmen,  founded 
Humble  Oil  1917.  Rockefeller's 
Standard  Oil  of  N.J.  (now  Exxon)  had 
capital  after  famed  antitrust  breakup, 
needed  oil.  Humble  had  huge  pro- 
duction, little  cash.  Standard  paid  $17 
million  for  half  of  Humble  1919, 
slowly  increased,  eventually  to  100%. 
Farish  had  3%  Humble  1921,  eventu- 
ally converted  to  Standard  stock.  Be- 
came Jersey  Standard  chairman,  d. 
1942.  Son  Will  Jr.  died  in  military  air 
show  crash  1943.  Will  III,  55,  man- 
ages family  fortune  (W.S.  Farish  & 
Co.  has  estimated  4.6  million  Exxon 
shares,  etc.),  $100  million  founda- 
tion. Hosted  George  Bush  on  Texas 
ranch,  Queen  Elizabeth  on  Ky.  horse 
farm.  Family  estimated  $400  million. 


Flagler 

Palm  Beach,  Fla.;  Chapel  Hill,  N.C.; 
Richmond,  Va.,  Philadelphia  et  al. 
Descendants  Henry  Morrison 
Flagler,  partner- treasurer  Rockefel- 
ler's Standard  Oil  Co.  Man  behind 
idea  for  Standard  Oil  Trust.  Built 
hotels;  Florida  East  Coast  Railway; 
West  Palm  Beach;  The  Breakers.  Left 
most  to  third  wife,  Mary  Lily  Kenan. 
She  married  Robert  Worth  Bingham 
(see  family),  died  suspiciously;  he 
built  Louisville,  Ky.  newspaper  em- 
pire with  $5  million  she  willed  him. 
Today  4  main  Kenans:  Frank,  82; 


brother  James,  83;  Lawrence  Lewis, 
76;  Mary  Lily  Lewis  Wiley,  74.  Inher- 
ited oil  stock,  real  estate,  etc.  Frank 
active  North  Carolina  business,  real 
estate;  James,  retired  Atlanta  attor- 
ney. Children  run  Flagler  Co.  For- 
tune may  exceed  $500  million. 


Goldman 

NYC  area.  Inheritance.  Widow  Lillian, 
4  children  of  Sol  Goldman,  billionaire 
NYC  real  estate  mogul,  d.  1987.  First 
moved  into  big  leagues  with  Chrysler 
Building  purchase  1960.  Known  for 
squeezing  "ever)'  nickel  out  of  every 
building."  At  death,  nearly  700  NYC 
parcels.  Lillian  filed  for  divorce  1983; 
"reconciliation"  won  33%  of  Sol's 
estate.  Later  sued  to  void  deal,  claim- 
ing conspiracy;  lost  1987.  Trust  creat- 
ed on  Sol's  death.  Ugly  intrafamily 
battle  with  children.  Lillian  sued 
again;  won  1991.  Lawyer:  conten- 
tious family  is  "best  thing  to  happen 


to  lawyers  since  the  Magna  Carta." 
Most  properties  listed  in  name  of  son 
Allan,  his  Solil  Management  Co.  Lil, 
kids  unhappily  share  in  fortune  esti- 
mated some  $600  million. 


Gore 

Gore-Tex.  Newark,  Del.  Wilbert  L. 
Gore  (d.  1986),  Du  Pont  employee, 
worked  on  Teflon  1957.  Du  Pont 
uninterested  in  selling  finished  Tef- 
lon goods;  Wilbert,  wife  Vieve  start- 
ed own  business  1958  in  basement. 
First  insulated  cable;  then  Gore- 
Tex — durable  membrane  later  used 
in  space  suits.  Son  Bob  took  reins 
1986.  Company  best  known  fori 
sportswear,  raincoats,  etc.,  but  also 
medical  (surgical  patches;  artificial 
veins,  arteries),  telecommunications 
(cables),  industrial  (filters).  Good 
margins.  Sales  $828  million  1993,  up 
almost  5%;  $920  million  expected 
this    year.    "Associates" — employ- 
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|u  want  to  preserve  purchasing  power,  not  just  capital.  But  are  global 
ta  divergence,  barbell  duration  and  the  esoterica  of  portfolio  theory  the 
!  swer?  Maybe  it's  time  for  some  straight  talk  about  managing  your 
■alth.  If  you  have  $3  million  or  more  of  investible  assets,  call  Peter  E. 
jernseyjr.  at  212.821.3821.  Find  out  why  a  core  portfolio,  separately 
anaged  by  UBS,  has  meant  financial  security  for  generations. 
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ees — get  stock.  Motto:  "To  make 
money  and  have  fun."  Not  related  to 
Vice  President  Gore.  Family  stake 
believed  worth  over  $700  million. 


Gottwald 

Ethyl  Corp.  Richmond,  Va.  et  al. 
Floyd  Gottwald  (d.  1982)  joined  Al- 
bemarle Paper  Manufacturing  1918 
as  office  clerk;  president  1941.  In 
1962  bought  out  Ethyl  Corp., 
stunned  Wall  Street.  Sold  paper  busi- 
ness 1968  for  $55  million,  profitably 
expanded  Ethyl  into  plastics  and  met- 
als. Sons  Floyd  Jr.,  Bruce  diversified 
into  chemicals  for  computer  chips, 
insurance,  pharmaceuticals,  etc.  Spun 
off  plastics,  aluminum,  energy  1989 
into  Tredegar  Industries.  Focus  now 
on  petroleum  additives.  IPO  1992  and 
sale  1993  of  First  Colony  (insurance) 
to  pay  down  Ethyl  debt.  Added  Amo- 
co's  lubricant  additives  business 
1992.  Completed  $70  million  re- 
search center  this  year.  Their  sons  also 
in  business.  Family  holdings  recently 
$570  million. 


Graham 

Washington,  D.C.  Eugene  Meyer 
bought  Washington  Post  at  bank- 
ruptcy auction  1933.  In  1948  trans- 
ferred voting  control  to  Katharine's 
husband,  Phil  Graham  (married 
1940;  he  went  to  war,  she  worked  in 
circulation  until  birth  of  second  son 
William).  Phil  publisher,  editor-in- 
chief  1947;  rebuilt  to  profitability; 
suicide  1963.  Ex-housewife  Kay  took 
over.  Under  her  leadership:  Pentagon 
Papers  1971,  Watergate  1972-74, 
etc.  Son  Donald,  49,  publisher  1979; 
ceo  1991;  chairman  1993.  Empire 
includes  Newsweek,  6  TV  stations, 
expanding  cable  operations.  Kay,  77, 
one  of  Washington's  most  revered 
hostesses,  chairman  executive  com- 
mittee. Family's  shares  Washington 
Post  recently  over  $580  million. 


Gund 

Cleveland  origin.  Six  children  of 
George  Gund  Jr.  (d.  1966).  Sold 
family  brewery  during  Prohibition; 
had  bought  decaffeinated  coffee  com- 
pany 1919.  Sold  Sanka  to  Kellogg 
1927  for  stock  (later  went  to  General 
Foods).  Moved  into  real  estate,  bank- 


ing. Cleveland  Trust  president  1941. 
Son  Gordon:  "We  didn't  know  the 
extent  of  our  wealth  until  our  father's 
death."  George  III,  Gordon  own 
Cleveland  (basketball)  Cavaliers,  are- 
na. George,  SF  financier,  has  majority 
San  Jose  (hockey)  Sharks.  Gordon, 
blind  from  retinitis  pigmentosa,  ven- 
ture capitalist,  wood  carving  enthusi- 
ast Princeton,  N.J.  Agnes,  chairman 
nyc  Museum  of  Modern  Art.  Graham 
Boston  architect.  Kellogg,  other 
holdings  estimated  $1.1  billion. 


Haebler 

International  Flavors  &  Fragrances. 
Descendants  of  American-born  Wil- 
liam T.  Haebler  (d.  1956),  founded 
iff  1929  with  Dutch  emigre  A.L.  van 
Aneringen.  Leading  maker  flavors, 
fragrances  for  perfumes,  soaps, 
household  products,  food  and  bever- 
ages. Flavors  for  "New  Age"  bever- 
ages growing.  Company  does  not  dis- 
close clients,  but  perfumes  include 
Calvin  Klein's  Eternity,  Liz  Taylor's 
White  Diamonds,  Yves  St.  Laurent's 
Champagne.  Spends  heavily  on  re- 
search. Three  daughters.  Polly:  Mil- 
waukee. Married  to  William  Van 
Dyke  III,  Smith  Barney  executive. 
Likes  fishing  in  Alaska;  3  daughters. 
Ellen:  Darien,  Conn.;  Key  Largo  in 
winter.  Married  to  Phillip  Skove. 
Ann:  died  1988.  International  Flavors 
shares  worth  over  $830  million. 


Hillenbrand 

Batesville,  Ind.  et  al.  John  Hillen- 
brand, son  of  German  immigrant, 
started  furniture  business  1881;  ex- 
panded into  caskets.  Son  John  A. 
bought  bankrupt  Batesville  Coffin 
Co.  1906.  Company  first  to  mass 
market  air-  and  watertight  caskets 
1940.  Integrated  backwards:  Hill- 
Rom,  manufacturer  hospital  beds, 
created  1929,  first  producer  electri- 
cally operated  models.  Forethought 
Group  offers  life  insurance  for  prear- 
ranged funerals.  Also  diversified: 
Medeco  locks,  health  care  products. 
Recently  acquired  German  hospital 
furniture  maker  L&c  Arnold.  World's 
largest  casketmaker;  sells  as  far  afield 
as  Australia;  but  antitrust  query  re- 
ported. Daniel  A.,  71,  chairman;  W. 
August  (Gus),  54,  nephew,  CEO. 
Family's  60%  recently  $1.4  billion. 


Hixon 

Pasadena.  Joseph  Hixon  secured  fam- 
ily fortune  with  major  investment  in 
AMP  stock;  increased  holdings  to  45% 
by  1959.  Company  now  leads  world 
in  manufacture  of  electrical  connec- 
tors vital  for  computers,  appliances; 
custom  designs  production  machines 
to  fit  customers'  assembly  lines.  Fam- 
ily holding  company,  Midland  Invest- 
ment, merged  into  AMP  1981.  Jo- 
seph's son  Frederick  (d.  1978)  moved 
to  San  Antonio,  invested  in  ranches, 
oil;  venture  capital.  Another  son,  Al- 
exander, 76,  AMP  director  to  1987; 
lives  Pasadena,  travels,  golfs;  wife  Ad- 
elaide volunteers:  United  Way, 
Planned  Parenthood.  If  70  Hixons  or 
more  around  country  still  hold  all 
family  AMP  shares,  would  be  worth 
total  $1  billion. 


Horvitz 

Cleveland  area,  Fort  Lauderdale. 
Samuel  A.  Horvitz  (d.  1956),  self- 
made  media,  real  estate  mogul  who) 
hawked  newspapers  to  support  family 
at  8.  Started  building  roads  1916. 
Acquired  bankrupt  5,000  acres  in 
Florida,  2  Ohio  newspapers.  Built 
them  up.  Left  in  trust  for  3  sons,  who ! 
split  operations:  papers  to  Harry,  con- 
struction to  Leonard,  real  estate  to  I 
William.  Expanded;  developed  real 
estate;  added  3  newspapers,  cable  TV. 
But  battles  between  brothers  raged; 
after  mother's  death  1977,  fistfights, 
lawsuits.  Exasperated  probate  judge 
liquidated  trust  1987;  split  3  ways. 
Leonard  says  fighting  long  over.  Har- 
ry died  at  71,  cancer,  1992.  Leonard 
now  71,  William  68.  Family  estimated 
over  $900  million. 


Houghton 

Corning,  N.Y.  Descendants  of  Amory 
Houghton,  founder  Corning  Glass 
works  1851.  Produced  first  glass 
bulbs  for  Thomas  Edison  1879.  Fam- 
ily company  also  later  pioneered:  Py- 
rex  (1915),  silicone  (late  1930s),  fi- 
berglass (1939),  TV  picture  tube 
(1947),  optical  fibers  (late  1960s). 
Supplier  of  fiber  optic  to  cable  manu- 
facturers in  Russia.  Now  into  fifth 
generation  as  a  family-run  company. 
James  (Jamie)  Houghton,  58,  chair- 
man and  CEO.  Began  total  quality 
management    system,  restrucmred 
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HOW  DO  75%  OF  THE  COUNTRY'S  LARGEST  COMPANIES 
MANAGE  CORPORATE  AIR  TRAVEL? 


FROM  THE  GROUND  UR 


They've  landed  on  the  idea  that  the  most  cost-effective 
way  to  manage  air  travel  expenses  is  the  Air  Travel 
Card  Payment  System.  Why?  Because  for 
over  76,000  U.S.  companies,  including  three- 
fourths  of  the  Fortune  100,  the  Air  Travel  Card 
has  proven  to  be  the  ideal  system  for  tracking 
employee  travel,  with  customized  billing  options 
and  detailed  management  reports. 

And  because  we're  the  airlines '  payment  system,  we 
have  access  to  travel  data  and  expertise  that  no  one  else  does, 


and  we're  accepted  by  over  200  airlines  worldwide. 

Best  of  all,  the  Air  Travel  Card  is  free-with  no 
%  annual  fees  and  no  per-card  charges. 
\  For  more  information,  call 
800-222-4688,  and  learn  how 
your  company  can  travel  with 
the  best  of  them. 


AIR  TRAVEL 
CARD 


THE  SMARTEST  ROUTE 

Pull  Sfin  999  4fi88  Or  cai202-6264225-or  contact  your 
vdll  OUU-£££-^UOO  travel  agent  or  airline  representative. 
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company.  Brother  Amory  (Amo)  Jr., 
68,  left  company  1986  to  run  for  Con- 
gress (R-N.Y.).  Aggregate  family  stock 
holdings  $470  million. 


Huber 

Rumson,  N.J.  Progeny  of  Joseph  Ma- 
ria Huber  (d.  1932),  German  immi- 
grant inkmakcr;  founded  J.M.  Huber 
Corp.  1883.  Son  Hans  continued  the 
business.  Company  expanded  dra- 
matically under  grandson  Michael 
Huber's  42-year  reign,  1951-93:  oil 
and  gas,  industrial  chemicals,  clay, 
carbon  black,  contract  electronic 
manufacturing  (avex  Electronics). 
Still  some  ink.  Large,  diversified.  Rev- 
enues (1993)  $1.2  billion;  makes  in- 
gredients for  everything  from  tires  to 
toothpaste.  Global  player:  plants  in 
Europe,  Pacific  Rim,  South  America. 
New  plywood-substitute  division.  Pe- 
ter Francis  now  chairman,  chief  exec- 
utive. Secretive  heirs'  company  esti- 
mated worth  some  $500  million,  per- 
haps more. 


Huffington 

Oil.  Houston;  Santa  Barbara,  Calif. 
Roy  Huffington,  77,  Ph.D.  Harvard, 
Gulf  Coast  geologist  Humble  Oil 
(now  Exxon),  left  corporate  life  to 
prospect  oil  1956;  Indonesian  geolo- 
gy late  1960s  reminded  him  of  Miss. 
River  delta.  Took  terms  majors 
wouldn't;  huge  gas  well  find  1972 
made  mere  17%  worthwhile.  Ac- 
quired downtown  Houston  property 
1980s.  With  son  Michael,  daughter 
Terry  H.  Dittman,  sold  oil  company 
to  Chinese  Petroleum  Corp.  1990  for 
estimated  net  $300  million.  Roy  U.S. 
Ambassador  to  Austria  1990-93.  Mi- 
chael, Representative  (R-Calif.), 
spending  own  money  on  Senate  run. 
Terry,  Dad's  former  VP,  has  own  oil 
explorer,  Huffco  Group.  Estimated 
near  $400  million. 


Hughes 

Legacy  of  reclusive  tycoon  Howard 
Hughes  Jr.  Father  patented  oil  well 
drill  bit  1909;  Howard  inherited 
age  18.  Daredevil  who  set  flight 
records,  created  Hughes  Aircraft, 
owned  TWA,  discovered  Jane  Rus- 
sell. Turned  eccentric,  secretive. 
Died  1976  with  no  will,  no  immc- 
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diate  family.  Most  went  to  Howard 
Hughes  Medical  Institute.  Cousin 
William  Lummis,  attorney  who  had 
not-  seen  Hughes  in  40  years,  took 
over  the  rest,  estimated  at  $168 
million.  Search  for  heirs  amid  outra- 
geous claims,  some  of  which  contin- 
ue. Built  Summa  Corp.  to  Las  Ve- 
gas real  estate  power:  22, 000 -acre 
Summerlin,  one  of  largest  planned 
communities  in  U.S.  Fortune  being 
disbursed  to  numerous  relatives,  es- 
timated at  more  than  $1  billion. 


Idema 

Steelcase.  Grand  Rapids,  Mich.  Peter 
Wege  (d.  1947),  sheet-metal  worker, 
conceived  fireproof  metal  office  furni- 
ture; launched  firm  1912.  Prospered 
1920s,  survived  Depression.  Patented 
modern-day  suspension  cabinet 
1934.  Henry  Idema  (d.  1951)  early 
Steelcase  investor.  Son  Walter  (d. 
1979)  set  up  financial  controls; 
daughter  Maty  married  current  chair- 
man, Robert  Pew,  71.  Peter  Wege, 
founder's  son,  vice  chairman.  Idemas 
hold  estimated  70%.  Now  well-run 
U.S.  leader  office  furniture;  fiscal  year 
1994,  North  American  sales  $1.8  bil- 
lion, $2.3  billion  worldwide,  but  with 
restructuring  first  net  loss  ever.  Chief 
executive  Jerry  Myers  left  recently. 
Despite  problems,  company  estimat- 
ed worth  some  $1.35  billion;  Idema 
stake,  $945  million. 


Jenkins 

Publix  Super  Markets.  Lakeland,  Fla. 
George  Washington  Jenkins  hitched 
from  Georgia  to  Florida  1925  to  seek 
fortune  in  Florida  real  estate.  Instead, 
cleaning  toilets  in  Piggly  Wiggly  gro- 
cery store;  but  became  manager  8 
weeks  later.  Snubbed  by  new  owner, 
opened  store  next  door  1930  named 
Publix,  after  movie  chain.  Florida's 
first  in-store  air-conditioning,  auto- 
matic doors,  self-serve  meats,  shop- 
ping music.  By  1950,  21  stores;  to- 
day, over  400,  mostly  Florida. 
George,  87,  bagged  groceries  at  every 
new  store  opening  until  stroke  1989; 
son  Howard,  43,  now  chief  executive, 
chairman.  Howard's  uncle  and  cous- 
in, Charles  Sr.  and  Jr.,  on  board;  also 
his  sister,  nephew,  brother-in-law. 
Family  shares  recently  worth  around 
$1  billion. 


Johnson 

Princeton,  N.J.  et  al.  Descendants  of 
John  Seward  Johnson  (d.  1983),  heir 
to  Johnson  8c  Johnson  fortune.  Most 
of  estate  went  to  third  wife  and  former 
chambermaid,  Barbara  Piasecka 
Johnson  (which  see).  Court  battle 
with  6  grown  children,  who  had  own 
trusts,  settled  1986.  Maty  Lea  John- 
son Richards  (d.  1990),  oldest  daugh- 
ter, produced  Broadway  hits  (garner- 
ing 22  Tonys)  and  films  (  The  Shining, 
The  Boys  from  Brazil)  with  husband 
Martin  through  own  production 
company.  Half  of  $100  million  estate 
to  husband,  half  to  children,  grand- 
children. Elaine  Johnson  Wold:  Boca 
Raton,  Fla.  67.  Husband  handles  in- 
vestments estimated  $240  million.  J. 
Seward  Johnson  Jr.:  Princeton,  N.J. 
64.  Sculptor,  director  Harbor  Branch 
Oceanographic  Institute.  Led  law- 
suit. Trust  estimated  $110  million. 
Diana  Johnson  Firestone:  Waterford, 
Va.  62.  Raises  Thoroughbreds;  win- 
ner 1980  Kentucky  Derby.  Estimated 
$180  million.  Jennifer  Johnson 
Duke:  Jacksonville,  Fla.  53.  Di- 
vorced, remarried;  2  children  from 
first  marriage.  Second  marriage  to 
furniture  designer  Joseph  Duke. 
Trust  estimated  $300  million.  James 
Loring  Johnson:  Hunterdon  County, 
N.J.;  Long  Island.  49.  Married,  6 
children.  Operates  farm,  paints;  trust 
estimated  $300  million.  Johnson 
family  total  estimated  around  $1.2 
billion. 


Jordan 

Retailing,  publishing.  At  14,  Eben 
Jordan  (d.  1895)  left  Danville,  Me. 
for  Boston  with  $1 .25  and  a  dream  in 
1836.  Worked  as  farmhand,  gofer;  at 
29,  founded  Jordan  Marsh  1851  with! 
partner  Ben  Marsh.  Eventually  sold  to 
Allied  Stores.  Best  investment,  how- 1 
ever,  in  different  industry:  funded 
then-dying  newspaper  Boston  Globe  J 
(see  Taylor  family).   Family  trust,  \ 
which  terminates  in  January  1996, 
owned  large  block  of  parent  Affiliated 
Publications;  acquired,  with  Globe,  J 
by  New  York  Times  1993.  Also  signif-  j 
icant    holdings    McCaw  Cellular, 
which  was  acquired  by  AT&T.  Promi- 
nent family  member  Dorothy  (Mrs.  J 
Randolph  A.  Kidder);  2  children. 
Known  holdings  recently  worth  $925  | 
million. 
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de  'em  cowboy.  Never  mind  that  he  was  co-captain  of  the  1965 


tional  championship  University  of  Arkansas  football  team.  Never 
nd  that  he  made  millions  in  the. oil  and  gas  business  when  others 
*re  getting  out.  Never  mind  that  he  risked  every  penny  on  a  money 
ling  NFL  franchise.  Never  mind  that  he  turned  it  into  the  world's 
)st  valuable  sports  property  in  just  five  years.  Never  mind  that  he 
ms  two  Super  Bowl  rings.  He'd  be  the  first  to  tell  you.  The  only 
ng  that  matters  is  next  season's  4th  quarter  results.  Jerry  Jones 
jarted  reading  Forbes  as  an  insurance  salesman  in  1967. 
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Kelley 

Honolulu.  Roy  Cecil  Kelley,  use  ar- 
chitecture grad,  landed  in  Hawaii 
1929  with  $105.  Thought  island 
could  be  vacation  mecca  for  middle 
class  as  well  as  rich.  Borrowed 
$10,000,  built  6  apartment  units 
onto  family  home  1933.  Witnessed 
Pearl  Harbor  attack  from  rooftop. 
Built  first  hotel  1947,  high  occupan- 
cy, low  rates:  "Our  whole  attitude  is 
utilitarian.1''  Fine  with  low-budget 
tourists  in  high-priced  Hawaii:  Today 
Outrigger  Hotel  chain  owns  13  ho- 
tels on  Oahu,  manages  14  more 
throughout  islands;  also  manages 
about  two  dozen  on  mainland.  Roy, 
89,  retired;  son  Richard,  60,  Harvard- 
trained  pathologist,  in  charge.  Active 
in  state  legislative  affairs,  business 
community.  Family  estimated  about 
$440  million. 


Kennedy 

Boston  origin.  Joseph  Patrick.  Kenne- 
dy (d.  1969)  rose  to  become  East 
Boston  bank  president  age  25.  Wall 
Street  speculator,  went  short  before 
1929  crash;  outlawed  own  trading 
methods  as  first  head  of  SEC.  Married 
daughter  of  Boston  Mayor  John 
(Honey  Fitz)  Fitzgerald  1914.  Nine 
children:  political  dynasty,  tragedy. 
Son  Joe  lolled  WWII;  daughter  Rose- 
mary retarded;  John  F.,  senator,  Pres- 
ident; Robert  F.,  senator,  Attorney 
General;  both  assassinated.  Edward 
M.,  senator  (D-Mass.),  presidential 
hopes  killed  at  Chappaquiddick.  Jack- 
ie O.,  symbol  of  quiet  wealth,  class, 
died  this  year  at  64;  Central  Park 
reservoir  named  for  her.  Wealth  in 
trusts,  Chicago's  Merchandise  Mart; 
still  may  be  worth  $350  million. 


Kleberg 

King  Ranch.  Richard  King  (1824- 
85),  Rio  Grande  steamboat  captain, 
bought  Spanish  land  grants  south 
Texas  1850s.  Over  700^000  acres  to 
daughter  and  husband,  Robert  Kle- 
berg. Big  oilfields  developed  with  Ex- 
xon have  dwindled  to  a  trickle.  King 
Ranch  825,000  acres;  also  12,000 
acres  Florida  sugarcane.  Cattle  ranch- 
es overseas  sold  off  except  50,000 
acres  Brazil.  Oil  and  gas  exploration  in 
Texas,  Louisiana  coast,  Gulf  with 
partners;  acquired  1 5,000  acres  Flori- 


da orange  groves  from  Coca-Cola; 
power  generation  plant  in  Guatemala 
with  Enron  Corp.  Bought-out  heir 
Bel.ton  Kleberg  Johnson  doing  well. 
Nonfamily  chairman  Leroy  Denman; 
Stephen  Kleberg  runs  agricultural  op- 
erations. Family  estimated  over  $700 
million. 


Kohler 

Kohler,  Wis.  origin.  John  M.  Kohler 
bought  iron  foundry  1873;  enameled 
a  hog  scalder/cattle  watering  trough, 
put  legs  on  it,  sold  as  bathtub  to  local 
faqner  for  1  cow,  14  chickens.  Ex- 
panded to  other  bathroom  fixtures. 
Son  Walter  pioneered  color-coordi- 
nated fixtures  1920s;  Wisconsin  gov- 
ernor 1929-31.  Grandson  Walter  Jr. 
governor  1951-1957.  Grandson 
Herbert  Jr.,  55,  flirted  with  stage 
career  before  joining  company; 
worked  throughout  company,  took 
over  1972.  Natural  at  marketing,  de- 
sign-oriented, good  with  details.  "I 
felt  we  could  change  the  whole  func- 
tion of  the  bathroom  and  make  it 
stimulating,  possibly  even  social."  So- 
cial? But  Herb's  fixtures,  etc.  consid- 
ered top-flight.  Family's  majority 
share  estimated  over  $550  million. 


Landegger 

NYC,  Rye  Brook,  N.Y.  et  al.  Karl  Lan- 
degger bought  run-down  Austrian 
paper  mill  1920s.  Fled  Hitler  to  U.S. 
1938  with  $40,000.  Purchased  Par- 
sons &  Whittemore,  a  small  pulp  trad- 
ing firm.  Built  into  world's  largest 
builder  of  paper  and  pulp  mills.  Also 
own  Black-Clawson  (paper  machin- 
ery). Both  wholly  owned  by  sons  since 
Kurt's  death  1976.  Carl,  64;  married, 
6  children;  CEO  Black-Clawson. 
George,  56;  married,  5  children; 
chairman  Parsons  &  Whittemore. 
Carl  ardent  part-time  archeologist: 
discovered  pre-Columbian  cities;  also 
16th-century  Bermuda  shipwreck. 
"George  is  more  social."  Despite 
long-term  weakness  of  pulp  industry, 
family  now  believed  worth  some 
$600  million. 


Lilly 

Indianapolis  et  al.  Colonel  Eli  Lilly, 
Civil  War  veteran,  started  making 
medicine  1876.  Son  Josiah  took  over 


1898.  Introduced  first  commercial 
insulin  1920s.  Leader  in  barbiturates 
1930s,  antibiotics  1940s,  Salk  polio 
vaccine  1950s.  First  commercial  drug 
from  gene-splicing  technology  1982. 
Many  legal  problems  1970s,  1980s: 
des,  Darvon,  Oraflex.  Added  medical 
devices  and  diagnostics,  Prozac.  Fam- 
ily no  longer  in  management.  Chari- 
table: Lilly  Endowment,  set  up  1937, 
$2.8  billion  trust  for  educational,  reli- 
gious and  community  development. 
Wall  St.  speculation  this  year  Britain's 
Glaxo  Holdings  would  bid  for  com- 
pany. Behind-the-scenes  family  be- 
lieved worth  some  $1.2  billion. 


Lykes 

Tampa,  New  Orleans  et  al.  Descen- 
dants of  Dr.  Howell  Tvson  Lykes  (d. 
1907),  who  inherited  500  Florida 
acres;  quit  medicine  to  become  Flori- 
da rancher  1870s.  With  7  sons,  made 
fortune  raising,  shipping  cattle  to 
Cuba;  holdings  there  eventually  lost 
to  Castro.  Lykes  Bros,  began  diversi- 
fying 1940s:  insurance,  real  estate, 
steel,  natural  gas,  banking,  citrus. 
Merged  steel,  etc.  with  LTV  Corp. 
1978;  sold  most  before  LTV  crash 
1986;  bought  back  steamship  line 
1983.  Swapped  37%  First  Florida 
Banks  for  8%  Barnett  Banks  1992. 
Much  distributed  to  some  250  heirs. 
Still  own  land  Fla.,  Tex.;  big  Fla. 
citrus  business.  Great-grandson 
Thompson  Lykes  Rankin,  54,  heads 
family  estimated  over  $900  million. 


McClatchy 

Sacramento  et  al.  McClatchy  News- 
papers. Descendants  of  Irish  immi- 
grant James  McClatchy,  reporter  for 
Horace  Greeley's  New  York  Tribune. 
In  1849  went  West:  to  California. 
Cofounded  flagship  Sacramento  Bee 
1857,  edited  until  he  died  1883. 
Granddaughter  Eleanor  publisher 
1936  (d.  1980).  Strong  supporter  of 
liberal  causes.  Shunned  publicity. 
Nephew  Charles  took  over  1978, 
took  public  1988  (d.  1989). 
McClatchy  now  12  dailies  including 
Fresno  Bee,  Modesto  Bee  in  Califor- 
nia, 7  nondailies.  Also  the  Newspaper 
Network,  deals  in  preprinted  advertis- 
ing, mainly  western  states,  moving 
east.  Family  still  active  in  company. 
Shares,  etc.,  recently  $620  million. 
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When  the  Sunkyong  Group  was  founded  in  1953,  we  major  presence  in  telecommunications,  distribution, 
were  a  small  company  producing  woven  textiles.  financial  services,  and  engineering  &  construction. 
Today,  Sunkyong  is  one  of  the  five  largest  conglomer-  The  result  in  the  United  States  -  Sunkyong 


ates  in  Korea,  with  offices  in  all  of 
the  world's  major  business  centers. 
As  the  first  Korean  company  to 
produce  synthetic  fibers,  Sunkyong 
has  grown  into  a  vertically  integrat- 
ed manufacturer  of  a  broad  spec- 
trum of  products  ranging  from 
petroleum  to  textiles. 

At  present,  Sunkyong  is  a  major 
producer  of  petroleum-based 
products,  a  global  trading  compa- 


re Sunkyong  Group  of 
Korea,  with  annual  revenues 

of  more  than  $22  billion 
and  over  22,000  employees  on 
five  continents,  is  a  worldwide 
leader  in  the  fields  of 
energy,  international  trade, 
petrochemical  products, 
telecommunications,  and  engi- 
neering &  construction. 


generates  over  $1.5  billion  in 
annual  revenues  working  with 
hundreds  of  American  companies, 
and  we  have  strategic  alliances 
with  such  giants  as  Polaroid  and 
the  Fleming  Companies. 

These  alliances  reflect  the 
focused  application  of  time, 
energy,  and  resources  required  for 
a  shared  understanding  of  objec- 
tives -  a  shared  vision  of  economic 


ny,  and  a  leading  manufacturer  of  polyester  films  globalization.  A  vision  we  at  Sunkyong  are  dedicated 
and  magnetic  and  optical  media.  We  also  have  a      to  making  a  reality. 

For  more  information,  contact  John  Rich,  Sunkyong  U.S.A.,  Inc., 
110  East  55th  Street,  New  York,  N.Y.  10022,  Fax:  (212)  906-8137 


FOR    SUCCESS    WORLDWIDE,    SAY  ltiNii¥QN< 

Sunkyong  Limited  ■  Yukong  Limited  •  Sunkyong  Industries  •  SKC  ■  Sunkyong  Engineering  and  Construction 


NO  ONE 

FLIES 

ALONE. 


Boeing  invests  billions  in 
research  and  development. 
About  $6.5  billion  in  the 
last  5  years  alone.  What  dis- 
tinguishes our  approach  to 
technology  is  this  deceptively 
simple,  thoroughly  human 
question: "Who  needs  it?"  Tech- 
nology becomes  product  when 
the  answer  is: "Our  Customer." 


int lunDLw ruun  nununtu 

FAMILY  FORTUNES 

McGraw 

nyc  ct  al.  Heirs  of  James  H.  McGraw, 
schoolteacher  who  also  sold  maga- 
zine subscriptions  1800s.  In  lieu  of 
back  pay,  took  stake  in  ailing  railroad 
publication  1888;  revived  it.  Ac- 
quired other  trade  publications. 
Founded  McGraw-Hill  1909  with 
partner  John  Hill  (d.  1916):  20  maga- 
zines, book  business  by  late  1920s. 
Today  Business  Week,  65  other  busi- 
ness magazines,  70  newsletters,  4  TV 
stations,  40  CD-ROM  titles,  book  pub- 
lishing, 88  on-line  database  services, 
etc.  Grandson  Harold  W.  McGraw 
Jr.,  76,  chief  executive  1975-83, 
blocked  American  Express  takeover 
bid  1979.  Son  Harold  III  (Terry),  46, 
president,  COO.  Family's  20%  of  com- 
pany recently  worth  around  $690 
million. 


Mead 

Wisconsin  Rapids,  Wis.  George  W. 
Mead  (d.  1961),  Illinois  furniture 
salesman,  took  over  deceased  father- 
in-law's  dam  construction  and  paper 
mill  business,  planned  to  remain  until 
"paperman"  was  found.  Stayed  59 
years.  Consolidated  Papers  grew  un- 
der son  Stanton  (d.  1988).  Grandson 
George,  67,  stepped  down  as  chief 
executive  last  October,  still  chairman. 
Conservative,  frugal  maker  coated 
white  papers  for  magazines,  etc.: 
George  still  flies  coach  unless  fre- 
quent flier  miles  bump  him  up  to  first 
class.  Still  have  first  account;  also 
Forbes.  Lately  getting  in  on  the 
green  trend:  "We  have  a  broad  list  of 
recycled  products  and  the  quality  is 
getting  better  every  day."  Shares  re- 
cently worth  $667  million  owned  by 
about  80  scattered  heirs. 


Meijer 

Retailing.  Grand  Rapids,  Mich.  Hen- 
drik  Meijer  emigrated  from  Holland 
1907.  Opened  barbershop  1914, 
added  storefront.  During  Depression 
started  grocery  to  pay  the  rent.  Food 
store  grew  faster  than  barbershop. 
Son  Frederik  shirked  college  for  fam- 
ily business.  Pioneered  "one-stop 
shopping"  concept  with  combination 
grocery,  discount  stores  1960s.  Con- 
cept caught  on;  became  Meijer  Inc., 
now  85  stores.  Attempt  to  move  into 
"warehouse  clubs"  failed;  Meijer  sell- 
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ing  8  empty  SourceClub  locations. 
Combination  stores  still  expanding, 
nan  by  Fred,  74,  and  sons:  Hendrik, 
42;  Douglas,  40;  Mark,  36.  Fred:  "I 
am  more  poor  than  you  think."  Per- 
haps, but  we  estimate  that  Mefjer  clan 
is  worth  a  not  so  impoverished  $1.2 
billion. 


Mellon 

Pittsburgh  area.  Original  Andrew 
Mellon  arrived  U.S.  1818.  Bought 
many  acres  farmland  with  brothers;  d. 
1856.  Son  Judge  Thomas  Mellon 
studied  law,  attended  Western  U. 
(now  U.  of  Pittsburgh).  Invested  in 
coal,  real  estate.  Started  T.  Mellon  & 
Sons,  predecessor  of  today's  Mellon 
Bank.  Common  pleas  judge,  but  quit 
1869:  "I  was  making  too  great  a 
pecuniary  sacrifice."  Sons  Andrew, 
Richard  B.  turned  holdings  into  one 
of  3  largest  pre-WWI  American  for- 
tunes (others:  Rockefeller,  Vander- 
bilt).  Andrew:  created  financial  insti- 
tutions; early  venture  capital  specialist 
(Gulf  Oil,  Alcoa,  Koppers,  etc.).  U.S. 
Treasury  Secretary  1921-32.  Exoner- 
ated of  income  tax  fraud  charges  after 
death  1937.  Richard  B.'s  son,  Rich- 
ard K.,  managed  family  business  for 
30  years,  merging  existing  banks,  cen- 
tralizing control  in  Pittsburgh.  Revi- 
talized Pittsburgh;  instrumental  in 
$160-million-plus  in  Mellon  funds  to 
Carnegie  Mellon  U.  Family  fortune, 
well  managed,  believed  to  exceed  $5 
billion.  Recent  generations  less  distin- 
guished: see  Mellons,  Scaife,  May,  Mil- 
bury,  Conover. 


Mennen 

Mennen  Co.  Morristown,  N.J.  Ger- 
hard Mennen  arrived  nyc  1871,  age 
15.  Worked  for  apothecary;  bought 
drugstore  on  installment  plan  for 
$1,600.  Founded  company  1878 
known  for  marketing  innovations: 
first  talcum  powder  in  shaker  can, 
shaving  cream  in  tube,  stick  deodor- 
ant. Grew  to  big  toiletries  name: 
Speed  Stick,  Skin  Bracer.  Had  reve- 
nues 1991  more  than  $500  million. 
Also  paper  party  goods:  Paper  Art, 
CA.  Reed.  Grandson  G.  Mennen 
Williams  6 -term  governor  Michigan 
(d.  1988).  Hot  competition  from 
multibillion-dollar  marketing  giants 
convinced  family  to  sell  company  to 


Colgate-Palmolive  for  $670  milliorj 
1992.  Family  got  80%  in  ColgatJ 
stock,  rest  in  cash;  estimated  abouj 
$800  million. 


Nordstrom 

Seattle.  Swedish  teen  John  W.  Nord 
strom  immigrated  to  U.S.  1888  with! 
$5,  learned  English  as  mine  worker 
lumberjack;  made  $13,000  in  189d 
Klondike  gold  rush.  Opened  shod 
store  Seattle  1901.  Upon  death  in 
1963,  largest  independent  U.S.  shoq 
chain.  Family  diversified  into  wo 
men's  fashion,  added  mensweai) 
1968,  went  public  1971.  Now  coast 
to-coast  chain  upscale-oriented  de- 
partment stores.  Grandsons  John  N 
James  F.,  their  cousin  Bruce  A.,  cousj 
in-in-law  John  McMillan  cochair- 
men.  Have  77  stores  in  14  states 
1994  sales  $3.6  billion.  Extreme  em- 
phasis placed  on  customer  service  in 
main  stores.  Also  lower-service  Nord- 
strom Rack  clearance  outlets.  Family 
shares,  sales,  etc.  recently  worth 
around  $1.4  billion. 


Norris 

Lennox  International.  Descendants 
of  D.W.  Norris,  owner  Marshalltown 
(Iowa)  Times-Republican;  got  fa 
ther-in-law  a  job  1904  by  buying 
coal-furnace  patent  from  machinist 
inventor  David  Lennox  for  $40,000 
Pioneered  sheet-metal  furnaces;  busi- 
ness boomed  when  country  went  toj 
central  heating.  Son  John  developed 
oil  and  gas  furnaces  1930s.  More 
recently  expanded  into  refrigeration 
Founder's  grandson  John  Jr.  took 
charge  1980.  Sales  estimated  at  least 
$1.2  billion:  Heatcraft,  Armstrong 
Air  Conditioning,  etc.  To  develop 
line  of  compressors  with  competitor 
Trane.  Company  stock  slowly  passes 
to  about  175  family  members.  Com 
pany  estimated  worth  close  to  $800 
million. 


O'Connor 

Victoria,  Tex.  Descendants  of  Thorn 
as  O'Connor  (d.  1887),  Irish  immi 
grant  who  arrived  in  Texas  early 
1830s,  built  up  500,000-acre  ranch- 
ing empire  south  Texas.  Two  sonS 
expanded,  added  200,000  acres  oufi 
of  state,  developed  Braford  cattle 
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better  adapted  to  sweltering  Gulf 
Poast  climate).  In  mid-1950s  dis- 
covered "Tom  O'Connor"  oilfield 
pn  land:  one  of  largest,  most  pro- 
ductive in  Texas;  Exxon  has  big 
Interest.  Cullen  family  (which  see) 
runs  wells  for  family.  O'Connors 
ilso  own  over  40%  of  Victoria 
Bankshares:  place  to  stash  royalty 
honey.  Steeped  in  ranching  tradi- 
tion, wealth  preservation.  "We're 
lust  caretakers  for  the  next  genera- 
lion."  Family,  split  into  two 
groups,  thought  worth  over  $600 
nillion. 


O'Neill 

Descendants  of  Richard  O'Neill,  who 
left  Ireland,  eventually  made  a  deal 
cvith  friend  to  manage  vast  southern 
California  ranch  in  return  for  half  the 
Und.      Grandchildren  inherited 
i>2,000    acres    1943.  Developed 
0,000-acre  Mission  Viejo  from  mid- 
9608  with  Donald  Bren  (which  see); 
old  to  Philip  Morris  1972.  Develop- 
!ig  5,000-acre  Rancho  Santa  Marga- 
jita,  Orange  County;  run  by  great- 
.randchild  Anthony  Moiso;  Las  Flo- 
jes  started  just  south  of  that  1994. 
Grandchildren:     Richard  Jerome 
O'Neill:  San  Juan  Capistrano,  Calif. 
|l.  Married,  no  children.  Owns  res- 
lurants.  Sister  Alice  O'Neill  Avery: 
!x>s  Angeles.  77.  Divorced,  widowed; 
I  sons.  Collector  dollhouses,  dolls, 
lamily  fortune  thought  to  exceed 
500  million. 


Bullish 

The  Wirtz  family  (see  p.  306)  of  Chi- 
cago (William  Wirtz  shown  here)  owns 
the  Blackhawks  (hockey)  and  3%  of 
the  Bulls  (basketball).  They  recently 
opened  the  United  Center  stadium, 
directly  across  the  street  from  Wirtz- 
owned  Chicago  Stadium.  The  $175 
million  complex  is  a  50-50 joint  venture 
between  the  Wirtzes  and  the  other 
Bulls  owners,  with  more  space  for  reve- 
nue-generating concession  sales 
and  216  luxury  suites  all  sold  out  for 
the  1994-95  season.  The  old  stadi- 
um? After  a  charity  auction  of  memora- 
bilia, it  will  be  demolished  and  be- 
come parking  space  for  United  Center. 


Pew 

Philadelphia  origin.  Joseph  Newton 
Pew  Sr.  founded  Sun  Oil  Co.  (a.k.a. 
Sunoco)  1886.  Found  new  ways  to 
capture,  pipe  natural  gas.  Bought  into 
legendary  Spindletop,  Tex.  oil  strike 
1901.  Died  1912  at  his  desk.  Son  J. 
Howard  (d.  1971)  president  1912- 
47,  returned  as  chairman  1963-70. 
Last  Pew  to  run  company.  Great- 
grandson  R.  Anderson  (Andy),  58, 
only  Pew  left  in  management,  heads 
Sun  subsidiary  Helios.  Family  "very 
well  scattered";  one  heads  Steelcase 
(see  Idema).  Strict  Presbyterian,  Re- 
publican tradition.  Andy  hands-on 
chairman  Pew  Charitable  Trusts, 
among  5  largest  U.S.  foundations: 
"No  grant  is  made  without  approval 
of  the  board  I  chair."  Family  stock 
Sun  Co.,  Oryx  Energy  $446  million. 


Phipps 

NYC  etc.  Grandchildren  Pittsburgh 
steel  magnate  Henry  Phipps,  children 
Howard  Phipps  (d.  1981).  Best 
known:  Howard  (Howdy):  Old 
Westbury,  N.Y.  60.  Married,  3  chil- 
dren. Lives  quietly;  represents  self, 
sister  on  board  of  family-founded 
Bessemer  Trust;  active  in  NYC  cultural 
circles.  Anne  (Mrs.  Constantine  Sida- 
mon-Eristoff):  NYC.  62.  Married,  3 
children.  Active  on  NYC  museum 
boards  (American  Museum  of  Natu- 
ral History,  Museum  of  Modern  Art). 
Husband  prominent  attorney.  Phipps 
family  still  known  for  their  racehorses. 


Family's  investments  managed  by 
Bessemer  estimated  at  $2  billion. 
Howard  and  Anne,  4  other  branches 
share  in  fortune. 


Pigott 

Bellevue,  Wash.  Family  descended 
from  William  Pigott  Sr.;  made  rail- 
cars,  logging  industry  equipment. 
Went  on  to  found  Seattle  Car  Manu- 
facturing Co.  1905  as  railway  and 
logging  equipment  maker.  Built 
tanks  WWII.  Tried  hand  at  autos; 
entered  heavy  trucks  1945  with  pur- 
chase of  Kenworth;  added  Peterbilt 
1957.  Paccar  Inc.  now  leading  inde- 
pendent U.S.  heavy-duty  truckmaker; 
1994  completed  agreement  to  pro- 
duce trucks  in  Russia  in  joint  venture 
with  Russian  firm  and  Caterpillar .  Also 
facilities  Australia,  U.K.,  Mexico, 
Canada.  Family  currently  holds  40%. 
Grandson  Charles,  65,  Paccar  CEO, 
chairman;  president  Boy  Scouts  of 
America  to  1988.  Over  30  heirs  be- 
lieved to  share  at  least  $710  million. 


Pitcairn 

Bryn  Athyn,  Pa.  Devout  Scottish  im- 
migrant John  Pitcairn  (d.  1916) 
founded  glassmaking  plant  on  Alle- 
gheny River  1883,  built  into  PPG  In- 
dustries. Pitcairns  out  of  active  role  in 
PPG  by  1935;  retained  14%  stock. 
Descendants  complained  they  "in- 
herited neither  the  great  financial 
wealth  of  our  fathers  nor  the  capabili- 
ty and  energy  required  to  be  creators 
and  builders."  Sold  shares  1985, 
formed  Pitcairn  Trust  Co.  Sold  too 
soon;  PPG  earnings  went  up,  as  did 
stock.  Began  managing  outside  assets 
anyway  1989.  Firm  gets  good  reviews 
from  investors.  Family  devoted  to 
Swedenborgian  faith;  designers,  main 
supporters  of  cathedral  in  Bryn  Athyn. 
Family  fortune  some  $1.1  billion. 


Pulitzer 

St.  Louis  et  al.  Descendants  of  Joseph 
Pulitzer  (1847-1911),  Hungarian 
immigrant  in  St.  Louis  after  Civil  War. 
Bought  bankrupt  Dispatch  1878  for 
$2,500;  stressed  muckraking,  yellow 
journalism.  Later  merged  with  Post, 
bought  out  partner.  Built  national 
chain.  Founded  first  journalism  grad 
school,  Columbia,  1903.  Established 
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FAMILY  FORTUNES 

Pulitzer  Prize.  Company  went  public 
amid  family  dissension  1986.  Now 
Pulitzer  Publishing  3  dailies,  2  radio 
and  9  TV  stations.  Joint  venture  with 
RXL  Communications,  Dec.  1993,  to 
produce  interactive  educational  TV 
programming.  Grandson  Joseph  Jr. 
(d.  1993)  led  company  38  years;  his 
brother  Michael,  64,  chairman.  Fam- 
ily shares  recently  $715  million. 


Reed 

Seatde  et  al.  Descendants  of  Sol  G. 
Simpson,  who  cofounded  Simpson 
Timber  with  A.H.  Anderson  1890. 
"Sleepy  lumber  company"  to  1950s, 
diversified  into  papermaking.  Repu- 
tation for  shrewdly  buying  timber 
properties  at  fire -sale  prices,  replant- 
ing. Today  760,000  acres  West  Coast 
timberland,  including  200,000  acres 
second -growth  California  redwood. 
Value  growing  with  environmental 
pressure  to  limit  timber  harvests  on 
public  lands.  Great-grandson  William 
Reed,  55,  head  since  1971.  In  1987, 
after  3-year  legal  battle,  last  few  non- 
family  shares  bought  out.  Former 
owners  kicking  selves:  fewer  than  50 
descendants  now  own  company  esti- 
mated over  $1  billion. 


Richardson 

Greensboro,  N.C.;  Connecticut  et  al. 
Descendants  of  Lunsford  Richard- 
son, teacher-turned-pharmacist  who 
bought  drugstore  1890s  for  $450.  In 
1905,  with  $8,000  savings,  founded 
Vicks  Family  Remedies  (picked  name 
from  ad  for  Vick's  Seeds).  Main  prod- 
uct: Vicks  VapoRub.  Aromatic  oint- 
ment caught  on  during  flu  epidemic 
1918-19.  Family  added  other  over- 
the-counter  products.  Richardson- 
Merrell  (Cepacol,  etc.)  sold  to  Dow 
Chemical  1981  for  $80  million  stock. 
Richardson- Vicks  (Clearasil,  Va- 
poRub) later  merged  into  P&G  for 
another  $400  million.  Holdings  in 
Vanguard  Cellular  Systems,  Pied- 
mont Management.  Over  200  heirs 
share  $850  million  or  more. 


Rockefeller  (John  D.) 

NYC  et  al.  Currently  108  descendants 
of  John  D.  Rockefeller,  America's 
first  billionaire,  founder  Standard  Oil. 
Thrifty  accounting  clerk  who  set  up 
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merchant  grain  business  1858;  with 
$4,000  down  went  into  oil  refining 
1863.  Result  7  years  later:  Standard 
Oil  of  Ohio;  formed  infamous  mo- 
nopoly, immortalized  by  Ida  Tarbell. 
Furor  led  to  Standard  Oil  breakup 
1911.  Only  son,  John  Jr.,  married 
Abby  Aldrich.  Gave  her  father — Sen. 
Nelson  Aldrich — drawn-out,  earnest 
recital  of  his  financial  prospects  (he 
was  convinced).  The  2  John  D.'s  do- 
nated over  $1  billion  to  charity — 
when  a  billion  still  meant  a  billion.  Jr. 
had  6  children — daughter  Abby,  5 
sons  (The  Brothers):  J.D.  Ill,  Nelson, 
Winthrop  (all  deceased),  and  Laur- 
ance  and  David  (sec  both).  Nelson 
(Rocky,  d.  1979)  4-term  liberal  GOP 
N.Y.  governor,  3-time  contender  for 
presidency,  Ford's  VP.  John  D.  rV,  1 
of  4  children  of  John  D.  Ill  (d.  1978), 
Democratic  W.Va.  senator  (also  gov- 
ernor 1977-84),  considered  1992 
presidential  bid;  a  chief  backer  of 
Clinton  health  care  plan.  David  Jr. 
emerging  as  leader  of  his  generation 
(The  Cousins).  Wise  investments  at 
Rockefeller  Financial  Services  (family 
money  manager)  contribute  to  esti- 
mated family  worth  of  $6  billion. 


Rollins 

Atlanta;  Wilmington,  Del.  Heirs  of 
O.  Wayne  Rollins:  farm  boy  who 
worked  72 -hour  week  for  $10  in  tex- 
tile mill  during  Depression.  Younger 
brother  John  came  into  business,  a 
onetime  used-car  dealer  who  became 
Delaware's  lieutenant  governor  mid- 
1960s.  Brothers  built  separate  inter- 
ests. John  W.:  owns  Brandywine,  Do- 
ver Downs  raceways  in  Delaware; 
other  real  estate;  stock.  O.  Wayne: 
pest  control  (Orkin  Exterminating), 
media  (Rollins  Communications),  oil 
and  gas,  security  systems,  real  estate, 
etc.  Died  1991.  Legacies:  millions 
to  charity;  religious  values,  close 
family  ties.  Sons:  R.  Randall,  62, 
chairman  Rollins,  Inc.;  Gary  W.,  50, 
president  of  Rollins,  Inc.  Family 
estimated  $600  million  or  more. 


Rosenwald 

NYC  et  al.  Inheritance.  Julius  Rosen- 
wald (d.  1932)  opened  small  clothing 
factory  nyc.  Invested  in  early  Sears, 
Roebuck  &  Co.,  bought  out  Roe- 
buck 1895,  Sears  1913.  Pioneered 


mail  order;  built  the  U.S.'  largest  I 
retailer  (until  upstaged  by  Wal-Mart jl 
1990).  Gave  $50  million  to  educa- 
tion, etc.  Five  children  and  their  chil-  I 
dren  got  into  real  estate,  cable  TV,j 
magazines,  etc.  Son  Lessing  (d.  1979) 
former  Sears  chairman,  gave  art  to 
National    Gallery   in  Washington, 
D.C.  Daughter  Edith  Stern  (d.  1980) 
civil  rights  activist.  Son  William,  91, 
founded  investment  firm  American 
Securities.  Edith's  son  Edgar  Stern 
Jr.,  72,  on  Sears  board  until  this  year; 
owns  75%  posh  Utah  ski  resort  Deer 
Valley.  About  50  heirs  share  fortune 
perhaps  worth  $450  million  or  more. 


S  amnions 

Dallas.  Heirs  of  Charles  A.  Sammons 
(d.  1988),  founder  Sammons  Enter- 
prises. Built  mixed  bag  of  businesses: 
life  insurance,  cable  TV,  etc.  Born 
Oklahoma   1898,   orphaned  early, 
raised  by  aunt.  Moved  to  Piano,  Tex. 
1918  to  trade  hay  and  grain:  "I 
couldn't  find  a  job  and  didn't  know  a 
business."  Invested  profits  in  bank 
stock;  bank  went  bust.  Not  discour-  I 
aged:  started  insurance  business,  Re-  W\ 
serve  Life  Insurance  Co.  Dallas  1938;  I 
sold  1990.  After  WWII  tried  cable;  I 
now  over  1  million  subscribers.  Ar- 
ranged estate  to  avoid  dismembering 
company:  60%  in  foundations,  10%  in 
ESOP,  30%  in  trust  for  descendants — 
only  daughter,  her  20  or  so  children, 
grandchildren.  Big  mixed  bag:  their 
portion  estimated  over  $735  million. 


Sandler 

Golden  West  Financial.  Oakland, 
Calif.  Husband-wife  team  Herbert 
and  Marion  founded  Oakland-based 
S&L  Golden  West  Financial  1963  with 
$4  million;  went  public  1968.  Today 
nation's  3rd  largest.  Notorious  cost  j 
cutters.  No  ATMs.  Main  concentration 
home  mortgage  lending.  Herbert:  trt 
62,  former  N.Y.  lawyer,  co-chairman 
and  .co-CEO;  handles  public  speaking, 
credit.  Marion:  63,  former  Wall  Street  'su 
analyst,  co-chairman  and  co-CEO;  ^ 
writes  annual  reports,  involved  with 
finance.  Her  brother  Bernard  Osher  io, 
has  stake;  owns  Butterfield  &  Butter- 
field,   world's    5th-largest   auction  l" 
house,  3rd  in  U.S.  after  Sotheby's,  «„, 
Christie's.  Philanthropic.  The  3  hold 
$420  million  stock. 
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Credit  Lyonnais  USA.  An  American  Success  Story. 


After  five  years  of  record  growth,  capped  by  our  most 
successful  year,  our  recognition  as  a  partner  to 
American  business  is  confirmed,  we  could  not  have 
done  this  without  the  assistance  of  our  long-term 
corporate  relationships.  We  have  listened.  And  learned. 
And  reacted.  And  created  value-added  products 
and  services.  Our  strength  is  no  longer  simply  the 
power  of  a  global  bank,  it  is  diversity.  It  is 


adaptability  Qualities  that  are  truly  American.  new  york  •  Chicago  •  los  angeles  •  Houston  •  san  francisco  •  Atlanta  •  miami  •  Dallas  •  boston 
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FAMILY  FORTUNES 


Schottenstein 

Columbus,  Ohio.  Heirs  of  Jerome 
Schottenstein,  whose  Lithuanian- 
horn  father  opened  first  Schottenstein 
store  1917.  Jerome  acquired  Value 
City  Stores  1962  (kept  Value  City 
name;  father  refused  to  have  store  with 
his  name  open  on  the  Jewish  Sabbath). 
Sold  30%  Value  City  Dept.  Stores  to 
public  1991:  75  deep-discount  chain 
stores  selling  goods  from  retailers 
gone  bust,  wholesalers'  overruns.  In 
retail  parlance,  "funeral  parlors,"  and 
Schottensteins  "•morticians."  Also 
own  Value  City  Furniture  Store;  59% 
American  Eagle  Outfitters;  much 
Ohio  real  estate.  Son  Jay  now  ceo. 
Jerome,  other  investors  paid  $8.3  mil- 
lion settlement  over  Wieboldt  Dept. 
Stores  1991.  Tight-lipped  family's  for- 
tune estimated  $440  million. 


Schwan 

Marshall,  Minn.  Heirs  of  Marvin 
Schwan,  d.  1993:  second  wife,  4  chil- 
dren, mother,  2  brothers.  His  father 
German  immigrant  to  Minnesota 
1921.  Marvin  put  self  through  col- 
lege; joined  family  milk  bottler  1950. 
Local  price  cap  forced  business  out  on 
road.  Found  isolated  rural  families 
eager  buyers  from  Schwan  trucks  sell- 
ing all  kinds  frozen  food,  etc.  Became 
like  7- lis  on  wheels.  Later,  added 
suburbs,  some  urban  neighborhoods. 
Built  Schwan  Sales  Enterprises  to 
2,500  trucks,  48  states.  Revenues 
(1993)  estimated  $1.7  billion.  Deliv- 
ering frozen  pizza  to  hospitals,  school 
cafeterias,  etc.  grew  to  90%  institu- 
tional pizza  market.  Brother  Alfred 
chairman.  Secretive  family  shares  for- 
tune estimated  over  $1  billion. 


Scripps  (E.W.) 

Cincinnati  origin.  Descendants  E.W. 
Scripps  (d.  1926),  founded  Cleveland 
Press  age  24,  1878;  founded  UPI. 
Built  nation's  once-largest  newspaper 
chain,  Scripps  Howard.  Long  histoiy 
family  feuds;  bitter  estrangement  be- 
tween E.W.,  half  brother  James  (see 
family),  who  formed  Evening  News 
Association.  Other  children  broke 
away  at  E.W.'s  death.  Son  James  G. 
started  Scripps  League  Chain  1931; 
today  considered  "pretty  low-key 
operation."  Original  Scripps  compa- 
ny ipo  1988.  Now  20  dailies,  86% 


Scripps  Howard  Broadcasting  (TV,  ra- 
dio, cable);  bought  Cinetel  Produc- 
tions (cable  TV  programmer)  1994. 
Family  trust  terminates  after  death  of 
last  of  E.W.'s  4  grandchildren;  esti- 
mated $1.8  billion. 


Scripps  (J.E.) 

Detroit  et  al.  Heirs  of  English  immi- 
grant James  Edmund  Scripps  (see  also 
E.W.  Scripps,  above),  who  arrived  Illi- 
nois 1844.  Launched  Detroit  News 
1873:  short,  simple  stories  for  mini- 
mally educated  factory  workers,  low 
price.  Circulation  spiraled  up  to  5 
times  any  competitor's.  Formula  was 
similar  hit  in  Cleveland,  Cincinnati, 
etc.  Later  bitter  split  with  half  brother 
E.W.  Scripps.  J.E.  merged  with  other 
papers;  built  Evening  News  Associa- 
tion. Great-grandson  Peter  Bruce 
Clark  sold  to  Gannett  for  $717  mil- 
lion 1986.  Booth  Newspapers  found- 
ed by  George  Booth,  Scripps  execu- 
tive who  married  into  family;  sold  for 
$300  million  to  Newhouse  1976. 
Over  200  descendants  share  fortune 
estimated  over  $900  million. 


Searle 

Inheritance.  Great-grandfather  Gide- 
on Daniel  Searle  bought  small  Indiana 
drugstore  1888.  Began  making  drugs 
as  G.D.  Searle.  Extremely  profitable 
under  grandson  John,  president  1936- 
66.  Introduced  Dramamine,  first  oral 
contraceptive,  etc.  John's  son  Daniel, 
CEO  1966-77:  disastrous  record  of  ac- 
quisitions; image  tarnished  by  FDA 
probe.  Best  move:  brought  in  former 
defense  secretary  Donald  Rumsfeld 
1977.  Rumsfeld  and  discovery  of 
aspartame  (Nutrasweet)  saved  compa- 
ny. Sold  out  to  Monsanto  1985.  With 
brother  William,  sister  Suzanne,  quiet- 
ly overseeing  family  fortune.  Now  di- 
versified; includes  (managed)  venture 
capital.  Family  fortune  estimated  to  be 
$900  million. 


Smith  (Charles  E.) 

Washington,  D.C.  Real  estate.  Rus- 
sian immigrant  Charles  E.  Smith,  now 
93,  began  building  in  Brooklyn;  big 
losses  in  Depression.  Moved  to  D.C; 
more  losses.  Wanted  simple  job  in  bar 
and  grill;  wife  dissuaded.  So,  built 
apartments;    success.    Son  Robert 


joined  1950.  Pair  assembled  land, 
including  Arlington,  Va.  railroad  yard 
1960s,  now  vast  Crystal  City.  Com- 
mercial real  estate  holdings  16  million 
sq.  ft.,  including  Va.'s  Skyline  City. 
Crystal  City  worry:  Navy  relocation; 
will  lose  big  tenants  in  several  years. 
Charles  retired,  very  charitable.  Com- 
pany run  by  son  Robert,  66;  son-in- 
law  Robert  Kogod,  63.  In  June  took 
public  Charles  E.  Smith  Residential 
Realty  REIT:  includes  more  than 
11,000  apartments.  Family  holds 
21.5%;  overall  fortune  estimated 
$560  million. 


Smith 

Origin:  Chicago.  Scions  of  Solomon 
A.  Smith,  founder  Merchant  Savings 
1857.  Son  Byron  founded  Northern 
Trust  1889;  family  still  has  large  hold- 
ings Northern  Trust.  Financed  2 
Swedish  toolmakers  to  form  Illinois 
Tool  Works  1912;  later  took  control. 
Expanded  into  fasteners,  screws, 
washers.  Led  by  great-grandson  Har- 
old 1962-82  (d.  1990).  Diversified 
into  packaging  systems,  engineering 
components,  medical  and  computer 
supplies.  Harold  Smith  Jr.,  60,  elect- 
ed Illinois  gop  chairman  last  year: 
"I've  been  working  one  angle  or  an- 
other in  this  game  for  a  long  time." 
Heads  Illinois  Tool  Works  executive 
committee,  director  Northern  Trust. 
Family  ITW,  Northern  Trust  holdings 
recently  worth  $1.65  billion. 


Stryker 

Kalamazoo,  Mich.  Stryker  Corp. 
Grandchildren  of  Homer  Stryker,  or- 
thopedic surgeon  who  invented  mo- 
bile hospital  beds.  Army  WWII  con- 
tract; postwar,  turned  to  civilian  mar- 
ket. Son  Lee  (d.  1976)  ran  company 
next.  Current  Chair  John  Brown 
president,  CEO  since  1977,  rebuilt 
sales  force,  cut  costs.  Went  public 
1979.  One  division  develops  surgical 
instruments;  another,  bone  implants 
and  replacement  joints;  a  third,  hospi- 
tal beds.  Now  worldwide.  Acquired 
Dimso,  French  producer  spinal  im- 
plants 1992.  This  year  bought  major- 
ity control  of  Matsumoto  Medical 
Instruments,  distributor  in  Japan. 
Taist  controlled  by  Lee's  3  children, 
Ronda  (director),  Patricia,  Jon,  esti- 
mated $450  million. 
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Doors  are  opening. 

Opening  to  people  who  want  to  buy  a  homet  but  need  more  information  on  how  to  do  it. 

Opening  to  people  who've  had  to  struggle  just  to  get  access  to  mortgage  credit. 
Opening  to  people  whoVe  been  underserved,  in  the  city,  in  the  country,  across  America. 

Opening  to  families  buying  their  first  homes. 
Were  committing  a  trillion  dollars  to  help  finance  over  ten  million  homes. 
To  help  people  most  in  need.  Were  opening  a  lot  of  doors. 


Showing  America  A  New  Way  Home." 
For  more  information  about  our  efforts  to  help  people  overcome  the  barriers  to  homeownership,  call  1-800-548-9444. 


inc  rutfDco  ruun  nununcu 

FAMILY  FORTUNES 

Stuart 

Seattle.  Grandfather  Elbridge  Amos 
Stuart  founded  Carnation  Co.  1899 
in  Kent,  Wash.  Paid  $25,000  for  Ger- 
man evaporated  milk  process;  sup- 
plied prospectors  en  route  to  Yukon. 
Overtook  leader  Pet  with  unsweet- 
ened canned  milk  (Pet's  was  heavily 
sugared);  famous  tagline:  "from  con- 
tented cows.''1  Built  major  food  com- 
pany. Much  later:  Coffee-mate,  In- 
stant Breakfast,  Friskies,  etc.  Sold  to 
Nestle  1985  for  $3  billion.  Grandson 
Dwight:  70.  Divorced  4  times;  5  chil- 
dren. President  1973-83;  had  idea  to 
sell  family's  one-third  share.  Brother 
Elbridge:  77.  Married  to  noted  paleon- 
tologist Marion  Butler  Smart;  3  chil- 
dren. Carnation  VP  to  1961;  lives  on 
Idaho  ranch.  Family  fortune  estimated 
$700  million. 


Sulzberger 

New  York  Times.  NYC .  Tennessee 
newsman  Adolph  Ochs  (1858-1935) 
bought  New  York  Times  1896  for 
$75,000;  alternative  to  era's  "yellow 
journalism."  Built  one  of  world's  most 
respected  newspapers.  In  1950s, 
1960s:  labor  costly,  readers  fled  to 
suburbs.  Grandson  Arthur  Ochs 
(Punch)  Sulzberger  revamped  1970s: 
new  design,  special  sections  recap- 
tured elite  readers.  Also  diversified:  28 
newspapers,  11  magazines,  5  TV,  2 
radio  stations.  Acquired  Boston  Globe 
$1.1  billion  1993.  Punch,  68, publish- 
er 29  years;  now,  son  Arthur  Jr.,  42, 
publisher;  Punch  chairman,  CEO. 
"Gray  Lady"  on  information  super- 
highway June  with  ©times.AOL,  new 
on-line  news,  chat  forums.  Family 
shares  recently  worth  $445  million. 


Swig 

SF.  Real  estate.  Heirs  of  Ben  Swig  (d. 
1980),  who  worked  Boston  while 
partner  Jack  Weiler  handled  NYC.  Ben 
to  SF  1946.  Families  built,  bought 
commercial  hotel,  residential  proper- 
ties. Swig,  Weiler  &  Arnow  now  over 
5  million  square  feet,  mosdy  office 
space  NYC,  SF.  Swigs  also  own  posh  SF 
Fairmont  Hotel,  4  sister  Fairmonts 
nationwide.  Bought  out  "non- 
growth-oriented"  Weilers  from  ho- 
tels 1982.  Ben's  sons:  Richard:  69, 
chairman.  Mel:  died  1993.  Their 
brother-in-law,  Richard  Dinner,  73, 


retired.  Active  Democrats;  philanthro- 
pists. Ben:  "Give  it  away  while  you're 
alive,  because  there  are  no  pockets  in 
shrouds."  Estimated  $485  million. 


Taylor 

Publishing.  Boston  origin.  General 
Charles  H.  Taylor  (d.  1921)  revived 
lading  Boston  Globe  1872  with  fund- 
ing from  Eben  Jordan  (see  Jordan 
family).  Established  co-ownership  of 
Globe  with  Jordan  family.  Expanded 
readership  to  working  class;  aligned 
with  Democratic  Party  early  1900s. 
Globe's  management  since  dominated 
by  4  successive  generations  of  Taylors. 
William  O.  II,  62,  great-grandson  of 
the  general,  ran  company  under  Affili- 
ated Publications;  Affiliated  acquired 
by  New  York  Times  for  $1.1  billion 
October  1993.  Bought  into  cellular 
business,  via  McCaw,  which  AT&T  has 
since  acquired.  Known  family  holdings 
recendy  worth  $604  million. 


Temple 

Diboll,  Tex.  Descendants  of  Thomas 
Louis  Latane  Temple  Sr.,  cofounded 
Southern  Pine  Lumber  Co.  1894 
with  7,000  East  Texas  acres;  by  1908, 
124,000  acres.  Depression  hit;  son 
Arthur  inherited  200,000  acres, 
crushing  $2  million  debt  1934;  saved 
it.  Grandson  Arthur  took  over  1951; 
by  1973  500,000  forest  acres  earning 
$9.6  million  a  year.  "Integrated  for- 
ward": Time  Inc.  merger  1973.  Ar- 
thur Jr.  Time  chairman  1978-83. 
Temple-Inland  spun  off  1984.  Arthur 
74,  retired.  Son  Arthur  (Buddy)  Tem- 
ple III,  53,  director;  heads  Exeter, 
family  investment  company.  Family 
Time  Warner  stock  below  5%.  T.L.L. 
Foundation  has  $280  million  assets. 
Family  worth  estimated  $800  million. 


Unanue 

Goya  Foods.  Secaucus,  N.J.;  Bayamon, 
P.R.  Don  Prudencio  Unanue  (d.  1976) 
left  Spain  for  Puerto  Rico  1904,  later 
NYC.  With  $700  opened  Brooklyn  olive 
oil,  fish-packing  firm  1936.  Supplied 
immigrants  yearning  for  taste  of  home: 
rice  and  beans,  pasteles,  etc.  Sales 
surged  with  migration,  now  estimated 
$465  million;  800  products  including 
microwavable  "Paella  Mix."  Sons 
fought:  Charlie,  72,  bought  out  for 


$4.5  million  1974.  Second  son  died  of 
leukemia  1976.  Joseph  A.,  69,  runs 
U.S.  side;  Frank  Jr.,  63,  Puerto  Rico. 
Relative  Manuel  de  Dios  Unanue,  anti- 
drug crusading  editor  nyc's  El  Diario- 
I  &  Prensa,  gunned  down,  orders  of  Cali 
cartel,  March  1992.  Family  estimated 
over  $460  million. 


Upjohn 

Kalamazoo,  Mich,  et  al.  Descendants 
of  William  Erastus  Upjohn,  inventor 
first  dissolvable  pill.  Founded  Upjohn 
Pill  &  Granule  Co.  with  brothers 
1885;  bought  them  out.  Company 
first  to  make  mass  antibiotics  WWII; 
introduced  baldness  treatment  Ro- 
gaine  1988,  injectable  contraceptive 
Depro-Provera  1993.  Patents  expired 
1993:  Halcion  (sleeping  pill),  Xanax 
(anti- anxiety),  Ansaide  (anti-inflam- 
matory). This  year  lost  exclusivity  on 
Micronase  (oral,  for  diabetes). 
Claimed  U.K.  libel  victory  against  BBC 
over  Halcion,  but  drug  still  unavailable 
there.  Family  spread  out  but  many  in 
Kalamazoo  area.  Only  3  in  family  busi- 
ness. Family's  Upjohn  stock  recently 
worth  $985  billion. 


Watson 

Descendants  of  Juan  Jose  Domin- 
quez,  Spanish  soldier  awarded 
76,000-acre  land  grant  1784  by  King 
Carlos  III  of  Spain  for  service  in  Mexi- 
co and  what  is  now  Dos  Angeles.  Ran- 
cho  San  Pedro  passed  to  nephew  Cris- 
tobal. His  great-granddaughter  Dolo- 
res married  Scottish-born  gunslinger 
James  Watson  1855:  "a  deadlier  shot 
never  fingered  a  revolver."  Great- 
granddaughter  Susana  married  Wil- 
liam Huston,  now  chairman  Watson 
Land  Co.,  owned  by  some  90  family 
members.  Vast  soudiern  California 
real  estate:  offices,  warehouses,  busi- 
ness parks;  oil  interests.  Carson  family 
another  branch,  owns  much  real  estate 
California,  Arizona,  Texas.  Combined 
wealth  estimated  $575  million. 


Weyerhaeuser 

St.  Paul,  Tacoma  et  al.  Descendants  of 
Frederick  Weyerhaeuser  (d.  1914), 
German  immigrant,  w  orked  in  Illinois 
sawmill;  bought  it  out  of  bankruptcy 
1857  with  brother-in-law.  Chopped 
vast  swath  through  forests  of  north 
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FOR  INNOVATIVE 
STAFFING  SOLUTIONS 
IN  A  DOWN-SIZING, 
RE-ENGINEERING, 
PARADIGM-SHIFTING 

WORLD, 


CALL  KELLY. 


Services.  Inc.  All  rights  reserved. 


KELLY 

SERVICES 


An  equal  opportu 


RADO 

Switzerland 


With  the  new 
Ceramica  'Multi', 
Rado  enters  the 
field  of  multi-function 
watches  in  masterful  style: 
on  the  basis  of  the  'Cera 
mica'  -  a  watch  already  disti 
guished  by  major  international 
design  awards  -  Rado  proves  that 
a  multi-function  timepiece  can 
also  be  aesthetically  convincing. 


One  and  the  same  watch: 


In  'normal'  position  When  required  you 

a  sleek  beauty  made  can  activate  no  less 

of  scratchproof  than  7  additional 

high-tech  ceramics.  digital  functions. 


Throughout  Central  and  South  Florida. 
To  order  by  phone  or  for  more  information, 
please  call  1-800- 4-MAYORS  (1-800-462-9677). 

Rado,  A  division  of  SMH  (US)  Inc. 
35  East  21  St.,  New  York,  NY  10010 


FAMILY  FORTUNES 


central  states  to  Pacific.  Bought 
900,000  acres  at  $6/acre  from  railroad 
pioneer  James  Hill  1900.  Merged  sev- 
eral companies  to  form  Weyerhaeuser 
Co.,  with  interlocking  directorates 
eliminated  by  grandson  John  Philip  Jr. 
1947.  Firm  pioneered  tree-farming 
1940s;  won  environmentalists'  praise. 
Great-grandson  George,  68,  retired  as 
CEO  1991.  Over  275  heirs  share  for- 
tune estimated  over  $1.1  billion. 


Whittier 

Southern  California.  Descendants  of 
Mericos  H.  (Max)  Whittier,  co- 
founder,  with  4  partners,  of  Belridge 
Oil  1911.  Bought  option  on  Bakers- 
field  property  when  discovered  oil 
seeping  from  ground.  President  of 
Belridge  until  death  1925.  Son  Le- 
land  president  1965-79;  secretive 
(driver's  license  didn't  have  home 
address— San  Marino,  Calif.).  Two 
families  sold  out  to  Texaco,  Mobil 
1930s;  Whittier,  Buck,  Green  families 
sold  to  Shell  for  $3.6  billion  1979;  at 
time  biggest  takeover  ever.  Family 
netted  $475  million,  owns  small  oil 
company,  M.H.  Whittier,  produces 
over  4,500  bbl/day.  Low-profile  phi- 
lanthropists. Net  from  Belridge  sale, 
other  assets  est.  $750  million  or  more. 


Wilmot 

Shopping  centers.  Rochester,  N.Y. 
James  Wilmot  learned  business  under 
Ed  DeBartolo  (which  see).  Started  on 
own  1950;  built  Wilmorite,  Inc.  to 
prominence.  Founded  Page  Airways; 
sat  on  Columbia  Pictures  board.  After 
death  1980,  son  Thomas  took  over: 
47,  married,  4  children.  B.S.  Syra- 
cuse. From  age  14  worked  summers 
in  family  business,  full  time  after  col- 
lege. Oversaw  construction  3  million 
sq.  ft.  retail,  office  space  1974-80. 
Sold  Page  to  U.K.'s  Guthrie  Corp.  for 
$80  million  1981.  Owns  25%;  cousins 
(35  in  all)  also  owners;  two  work  in 
business.  Wilmorite  18th-largest  U.S. 
shopping  center  developer,  19  mil- 
lion sq.  ft.  mostly  upstate  NY.  Family's 
90%  estimated  $660  million. 


Wirtz 

Chicago.  Heirs  of  Arthur  Wirtz,  pol- 
iceman's son  who  began  buying  real 
estate  1922;  owned  or  managed  80 


lakefront  Chicago  buildings  by  1927. 
Got  more  at  Depression  prices  with 
grain  speculator  James  Norris. 
Brought  skater  Sonja  Henie  to  U.S. 
1936;  began  purchasing  sports  are- 
nas. Stadium,  sports  empire,  includ- 
ing Madison  Square  Garden,  broken 
up  by  antitrust  suit  1957.  Died  1983. 
Eldest  son  William,  65,  manages  fam- 
ily liquor  distributorships,  real  estate, 
banking.  "I  think  everyone  wants  to 
be  loved.  But  you  don't  want  to  be 
broke,  either."  Also  own  Blackhawks 
(hockey);  share  of  Bulls  (basketball); 
50%  new  sports  arena,  United  Center, 
replacing  family's  old  Chicago  Stadi- 
um. Fortune  estimated  $600  million. 


■ 


Wolfe 

Columbus,  Ohio  et  al.  Descendants 
of  brothers  Robert  and  Harry,  who 
created  fortune  from  Wear- U -Well 
shoes  1800s.  Bought  Columbus  Dis- 
patch 1905;  later,  2  TV  and  2  radio 
stations,  Ohio  Magazine.  Also  stock 
in  National  City  Corp.  (bank). 
Grandson  Edgar  was  Dispatch  pub- 1 
lisher;  died  in  1975  plane  crash.  Edgar 
III  died  of  aids  1985;  family  feud  over 
estate.  Staunch  Republicans,  long 
considered  one  of  Ohio's  most  pow- 
erful families.  Terse  grandson  John 
W.  directed  14-member  family's  af- 
fairs, died  June  age  65.  Cousins  John 
F.  (publisher,  ceo  of  Dispatch)  and 
William  C.  Jr.  coexecutors  of  estate. 
Most  of  John's  estate  slated  for  chari- 
ty, awaiting  settlement.  Family  for- 
tune estimated  over  $450  million. 


Yates 

Artesia,  N.M.  Martin  Yates  Jr.  drilled 
first  commercial  wells  on  New  Mexico 
side  of  Permian  Basin  1921.  Family 
legend  tells  of  dry  well  after  dry  well 
until  Martin's  wife  picked  site,  hit  gush- 
er. Rapidly  expanded  1920s:  construct- 
ed pipeline,  topping  plant.  Sold  plant 
during  Depression.  Martin's  sons — 
Harvey,  S.P.,  Martin  III  and  John — 
joined  business,  started  Yates  Petro- 
leum. Harvey  left  1963  after  disastrous 
foray  into  mining  forced  sellout  to 
siblings;  bounced  back,  rebuilt  fortune 
as  Harvey  E.  Yates  Co.  (Heyco).  Third 
generation  also  has  oil  in  veins:  active  in 
family  firms  or  on  own  ( Harvey  Jr.  runs 
Cibola  Energy  Co.).  Total  family  net 
worth  estimated  over  $600  million. 
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Died 


Allen,  Charles  Jr. 

NYC.  91.  Divorced,  remarried;  3  chil- 
li dren  by  first  wife.  Died  in  July.  Allen 
&  Co.  lives  on  (see  Herbert  Allen) . 

Culverhouse,  Hugh  Franklin 

|  Tampa,  Fla.  75.  Married,  2  children. 
J  Died  in  August  of  lung  cancer,  leaving 
!  estimated  $350  million  in  trust  for  his 

family.  His  Tampa  Bay  (football) 

Buccaneers  will  be  sold. 

Davis,  Shelby  Cullom 

jTarrytown,  N.Y.  85.  The  former  Wall 
Streeter  and  U.S.  Ambassador  to 
i  Switzerland  died  in  May  after  a  brief 
j  illness.  Davis,  who  believed  inheri- 
tances destroy  families,  left  his  esti- 
;  mated  $830  million  fortune  to  his 
|  foundation. 

i  Duke,  Doris 

| Somerville,  N.J.  80.  Tobacco  heiress 
Sand  philanthropist  died  last  October 
I  at  her  Beverly  Hills,  Calif,  residence. 
Adopted   but   estranged  daughter 
Charlene  Gail  Heffner,  former  Hare 
[Krishna  follower,  sued  for  a  share  of 
her  estate. 

Haas,  Fritz  Otto 

[Ambler,  Pa.  78.  Died  in  January,  pass- 
ing his  interest  in  Rohm  &  Haas  to  his 
three  sons:  John  O.,  William  D.  and 
Thomas  W. 

Krehbiel,  John  Hammond  Sr. 

I Lisle,  111.  87.  Died  last  November. 
[Two  sons  (which  see):  Fred  chairman 
[of  Molex,  Inc.,  a  leading  electronic 
(connector  manufacturer;  John  Jr.  is 
president. 

i  Lehensfeld,  Harry 

NYC.  89.  Divorced,  1  daughter.  Died 
in  June.  His  company,  UIS,  Inc.,  in 
trust  for  daughter  Lynne  Pasculano 
(which  see)  and  her  2  children. 

Park,  Roy  Hampton 

■Ithaca,  N.Y.  83.  Married,  2  children. 
iDied  October  1993  after  cardiac  ar- 
Irest.  Last  year  his  media  fortune  was 
(estimated  at  $550  million. 


Expulsion  of  Adam  and  Eve  from  Garden  of  Eden. 
Detail;  Sistine  Chapel,  Michelangelo 


Rust,  Eleanor  Frances  du  Pont 

Thomasville,  Ga.  85.  Widowed,  4 
children.  Cause  of  death  unknown. 

Silliman,  Mariana  du  Pont 

Hagley,  Montchanin,  Del.  80.  Mar- 
ried, 6  children.  Cause  of  death 
also  unknown. 


Left  behind 


Ansin,  Edmund  Newton 

Miami  Beach.  58.  His  TV  stations  and 
real  estate  are  estimated  at  $300  mil- 
lion— $10  million  too  little  to  make 
The  Four  Hundred  list  this  year. 

Block,  William 

Pittsburgh.  79.  William's  half  of  the 
Block  family's  media  fortune  is  esti- 
mated near  $300  million  (see p.  314). 

Cantor,  Bernard  Gerald 

Beverly  Hills;  NYC.  77.  His  brokerage, 
Cantor  Fitzgerald,  and  other  assets 
also  worth  perhaps  $300  million. 

Currier,  Andrea 
Currier,  Lavinia  M. 
Currier,  Michael  S. 

Andrea:  The  Plains,  Va.  38.  Lavinia: 
The  Plains,  Va.  37.  Michael:  nyc.  33. 
These  great-grandchildren  of  Andrew 
Mellon  thought  to  have  at  least  $300 
million  each.  Not  enough  this  time. 

Forman,  Michael 

Bel  Air,  Calif.  59.  Closed  some  drive- 
ins  in  his  theater  empire.  Converting 
Pacific  Theatre  in  Los  Angeles  to  a 
museum.  Estimated  net  worth  this 
year  $300  million. 

Maritz,  William  Edward 

St.  Louis.  After  his  business  services 
company  Maritz  Inc.'s  earnings  de- 
clined to  $13.8  million,  and  his  agree- 
ment to  purchase  sister's  family's  50% 
voting  stock  in  July,  believed  worth 
$300  million. 

Mellon,  Timothy 
Conover,  Catherine  Mellon 

Brother  and  sister.  Tim:  Manchester, 
N.H.  area.  52.  Catherine:  Washing- 
ton, D.C.  58.  Grandchildren  of 
famed  Andrew  Mellon.  These  Mel- 
lons  also  believed  just  below  this 
year's  minimum. 


Mellon,  Richard  Prosser 
Mellon,  Seward  Prosser 
Milbury,  Cassandra  Mellon 

Siblings.  Ligonier,  Pa.  The  surviving 
adopted  children  of  Richard  King 
Mellon,  who  guided  the  Mellon  fam- 
ily fortune  from  the  1930s  until  his 
death  in  1970.  Each  believed  worth 
around  $300  million. 


Declined 


Beckerman,  David  A. 

Woodbridge,  Conn.  51.  His  stock  in 
his  Starter  Corp.  has  tumbled  this  past 
year  to  $192  million  from  $420  mil- 
lion last  year. 

Catsimatidis,  John  Andreas 

NYC.  46.  Substantially  lower  refinery 
values  take  him  off  our  list. 

Connelly,  John  E. 

Pittsburgh.  69.  Riverboat  stocks  hit 
by  rejection  of  slot  machines  in  Mis- 
souri. Connelly's  President  Riverboat 
Casinos  stock  dropped  from  $33  per 
share  last  year  to  a  recent  $9. 

Diller,  Barry 

nyc,  la.  52.  qvc  shares  down  on 
disappointments  like  the  failed  Para- 
mount deal.  Net  worth  now  estimat- 
ed at  $130  million,  down  from  last 
year's  $345  million. 

Hillman,  Howard  Butcher 
Hillman,  Tatnall  Lea 

Howard:  Greenwich,  Conn.  60.  Tat- 
nall: Radnor,  Pa.  56.  Their  estimated 
20%  of  Hillman  family  fortune  (see 
stepbrother  Henry)  eases  down  to 
$270  million  each. 

Joseph,  George 

LA.  72.  With  competitive  pressures 
sweeping  the  California  auto  insur- 
ance market,  his  shares  in  auto  insurer 
Mercury  General  Corp.  took  a  beat- 
ing, to  $270  million  from  last  year's 
$325  million. 

Levine,  Leon 

Charlotte,  N.C.  57.  Levine's  Family 
Dollar  Stores  stock  is  down  33%  in  the 
last  year. 
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DROPOUTS 


CLCARTHE  SMOKE 
ABOUT  THE  Fl  N ER  PO I  NTS 
OF  CIGAR  SMOKING. 


The  Art  of  Cigar  Smoking  video- 
cassette  was  created  for  the  sophis- 
ticated few  who  appreciate  the  style 
and  taste  of  a  fine  cigar.  Filled  with 
information  to  fascinate  any  devot- 
ed smoker.  Manufacture,  proper 
handling,  lighting  rituals  and 
accessories.  At  $29.95  plus  ship- 
ping, this  is  an 
elegant  way  to 
clear  the  haze 
for  all  cigar 
lovers . 


'•CIGAR  SMOKING-) 

 'Boulle  - 


Call  1.800.681.5845 


American  Express  •  Vi 


MasterCard 


Help  Launch  A  New 
Presidential  Campaign 


And  Help  The  Environment 


All  YOU  HAVE  TO  DO  is  plant  a  tree!  A  tree  grown 
from  the  seeds  of  trees  that  shade  the  homes  of  George 
Washington,  Thomas  Jefferson,  Franklin  Roosevelt, 
and  other  great  American  presidents.  These  trees  and 
others  with  famous  and  historic  significance  are 
available  to  you  in  three  different  ways: 

*  Individual  plantings  -  Plant  a  tree  from  George 
Washington's  home  as  an  addition  to  your  property 
or  give  a  unique  gift. 

*  America's  Historic  Forest  -  Corporations,  groups, 
or  individuals  can  sponsor  the  planting  of  Famous  & 
Historic  Trees  in  America's  Historic  Forest  near 
Des  Moines,  Iowa. 

*  Historic  Groves  -  Community  organizations,  civic 
and  educational  groups,  or  individuals  can  sponsor 
the  planting  of  Historic  Groves  in  their  communities. 
Groves  can  even  be  used  as  fund-raising  projects. 

Enjoy  the  legacy  of  America's  most  beautiful  trees 
through  the  purchase  of  a  pedigreed  Famous  & 
Historic  Tree.  With  each  tree  purchased  you  will 
receive  a  personalized  Certificate  of  Authenticity 
providing  the  historic  background  of  your  tree  and  its 
related  president.  0%«*H1STo*/c, 

A  project  of  The  American  Forestry        ~  ^M^flH&  ^ 

Association,  America's  oldest  non-profit  ^^MHHmB* 

citizens'  conservation  organization  *25Sm^2L 

To  leant  more  call  toll  free  1-800-677-0727  or  write: 
Famous  &  Historic  Trees,  Post  Office  Box  7040 
Jacksonville,  Florida .12238-7040 


Lurie,  Robert  Alfred 

San  Francisco.  65.  Sale  of SF  (baseball) 
Giants  not  enough  to  offset  continu- 
ing softness  in  Chicago  real  estate. 

Moore,  Jerry  J. 

Houston.  66.  Considered  REIT  offer- 
ing with  Kidder,  Peabody  as  lead 
underwriter.  Kidder  backed  out. 
Moore's  real  estate  debt  load  greater 
than  previously  estimated. 

Moores,  John  Jay 

Sugar  Land,  Tex.  50.  Sold  more 
shares  BMC  Software.  After  capital 
gains  taxes,  philanthropies,  falls  be- 
low our  minimum. 

Schuler,  James  K. 

Honolulu.  56.  His  stock  in  Schuler 
Homes  recently  down  to  $290  mil- 
lion from  last  year's  $345  million. 

Steinhardt,  Michael 

NYC.  53.  In  a  very  rough  year  for 
hedge-fund  managers,  Steinhardt  was 
down  over  31%  as  of  June  30,  enough 
to  remove  him  from  our  list  and 
enough  to  make  him  think  about 
quitting  the  hedge -fund  game  alto- 
gether (Forbes,  Sept.  26), 

Tauber,  Laszlo  Nandor 

Potomac,  Md.  79.  Values  on  his 
D.C.,  NYC  real  estate  properties  re- 
vised downward  this  vear,  to  estimat- 
ed $300  million. 

Weaver,  J.  Wayne 

Jacksonville,  Fla.  59.  Weaver  has  sold 
a  few  of  his  shares  in  Shoe  Carnival 
and  Nine  West  and  is  working  on  his 
NFL  expansion  team,  the  Jacksonville 
Jaguars.  Capital  gains  tax  reduces  his 
estimated  net  worth. 


Realigned 


Davis,  Artemus  Darius 

Jacksonville,  Fla.  88.  Gave  shares  of 
grocery  chain,  Winn-Dixie  Stores,  to 
sons  Lee  and  Robert  (see  family). 

Pamplin,  Robert  Boisseau  Sr. 

Portland,  Ore.  82.  Son  Robert  Jr. 
(which  see)  and  children  have  bulk  of 
stock  of  family  textile  company,  R.B. 
Pamplin. 


Ziff,  William  Bernard  Jr. 

Manalapan,  Fla.  64.  His  3  sons  now 
have  90%  control  of  his  company,  Ziff 
Communications,  which  they  have 
put  up  for  sale  (see  Dirk,  Robert  and 
Daniel  Ziff;  also  story,  p.  350). 


Removed 


Allbritton,  Joe  Lewis 

Washington,  D.C.;  Houston.  69. 
Debt  levels  on  his  TV  stations  far 
higher,  net  worth  far  lower  than  pre- 
viously estimated. 

Arisen,  Ted 

Tel  Aviv,  Israel.  70.  Carnival  Cruise 
Line  billionaire  Arison  took  Israeli 
citizenship  and  renounced  his  U.S. 
citizenship  last  year.  Look  for  him  on 
our  World  Billionaires  list. 

Freeman,  Houghton 

Stowe,  Vt.  73.  After  his  father  Mans- 
field's death  in  1992,  the  3.8  million 
aig  shares  we  thought  deeded  to 
Houghton  were  in  fact  given  to  Free- 
man Foundation,  a  charitable  group 
he  runs  based  in  Stowe,  Vt. 

Mammons,  John  Quentin 

Springfield,  Mo.  72.  New  informa- 
tion reveals  greater  levels  of  debt  on 
Hammons'  hotel  empire.  Fortune 
still  estimated  at  $275  million;  he 
could  be  back. 

Huffington,  Roy  Michael 

Houston.  77.  Huffington  says  he  has 
given  away  a  lot  to  charity.  No  single 
Huffington  now  appears  rich  enough 
for  this  listing. 

MacElree,  Jane  Cox 

Newtown  Square,  Pa.  65.  Dow  Jones 
heiress  has  fewer  of  her  family's  shares 
than  previously  believed. 

Phipps,  Howard  Jr. 
Sidamon-Eristoff,  Anne  Phipps 

Review  indicates  their  individual 
holdings  are  not  large  enough  to 
make  this  list.  (See  Phipps  family.)  WM 
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Actually,  we  re  a  bit  of  both. 


Our  core  telephone  operations  have  given  us  tank-like  strength  and  solid  revenues.  While  our  fast-track  perfor- 
mance comes  from  expansion  into  high-growth  fields  such  as  cellular  and  information  services. 

Put  them  together  and  you've  got  a  real  vehicle  for  success.  Including  Forbes  500  ranking.  A  five-year  total 
annual  return  of  24%.  And  33  consecutive  years  of  annual  dividend  increases. 

ALLTEL  Corporation.  For  more  information,  call  us  at  (501)  061-8099. 

CORPORATION 


ALLTEL  Telephone  •  ALLTEL  Mobile  •  Systematics  •  TDS  Healthcare  Systems  •  Computer  Power.  Inc.  •  ALLTEL  Supply  •  HWC  •  ALLTEL  Publishing 


Michael  S.  Egan 

Alamo  Rent  A  Car.  Fort  Lauderdale. 
54.  Married,  5  children.  Child  barker 
at  parents1  Wisconsin  amusement 
park.  Cornell  B.S.,  Hotel  Administra- 
tion. Taught  at  Yale,  U.  of  Mass. 
Joined  Olins  Rent  A  Car  in  Florida 
1973.  Brought  to  Alamo  1976  by  late 
John  D.  MacArthur  to  run  Miami 
operation;  became  COO.  With  inves- 
tors bought  company  after  MacAr- 
thur died  1979.  Figured  airline  dereg- 
ulation meant  more  rentals;  was  right. 
Today  1 5  million  travelers  a  year  rent 
through  151  high-volume  locations 
U.S.,  abroad:  revenues  $1.1  billion. 
Bought  out  2  partners  1991.  Egan 
may  be  worth  $310  million. 


Oakleigh  Blakeman  Thome 

Commerce  Clearing  House.  Mill- 
brook,  N.Y.  62.  Divorced,  remarried; 
3  sons,  1  daughter.  BA.  Harvard 
1956.  Great-grandfather  Oakleigh 
Thorne  bought  cch's  predecessor 
company  1892,  21  years  before  in- 
come tax  enacted.  Became  largest 
publisher  tax  guides  for  lawyers,  ac- 
countants etc.  Biggest  subscriber:  IRS. 


Thrives  on  tax  "reform,"  "simplifica- 
tion." Recently  sold  Facts  on  File  and 
National  Quotations  Bureau:  strategy 
to  divest  "noncore  assets."  Also  to 
cut  390  jobs,  consolidate  printing 
plants  by  year-end.  At  "Thorndale," 
upstate  N.Y.,  raises  Thoroughbreds, 
orchids.  Plays  polo  on  Long  Island; 
wife  organizes  fox  hunts.  Stock  price 
dropped  him  off  list  1993,  stock  now 
higher,  making  him  worth  estimated 
$305  million. 


Larry  L.  Hillblom 

DHL  Corp.  Saipan.  5 1 .  Never  married, 
no  children.  UC  Berkeley  law  school. 
Founded  DHL  Airways  (he's  the  "H") 
with  Adrian  Dalsey  and  Robert  Lynn 
1969.  Formed  separate  DHL  Interna- 
tional 1972.  Quit  active  role  1970s, 
moved  to  Guam,  later  Saipan.  Ex- 
tremely litigious;  sued  U.S.  govern- 
ment over  its  authority  in  Marianas. 
Sued  or  sued  by  competitors,  real 
estate  developers,  Continental  Air- 
lines ex-chairman  Frank  Lorenzo. 
One  of  first  ever  "special"  judges 
appointed  to  Supreme  Court  of  the 
Commonwealth  of  Northern  Mari- 


Creation  of  Adam— detail,  God  and  Adam, 
Sistine  Chapel,  Michelangelo 


ana  Islands.  Continental  Air  Microne- 
sia holding  gave  Hillblom  power  bro- 
ker role  in  1992  Continental  battle. 
Near-fatal  plane  crash  destroyed  face; 
extensive  reconstructive  surgery. 
Wealth  estimated  near  $300  million. 


Edmund  Newton  Ansin 

TV  stations.  Miami  Beach.  58.  Di- 
vorced, 3  children.  Andover,  Har- 
vard, Wharton.  Son  of  Massachusetts 
shoe  manufacturer  who  bought  Flori- 
da property  1940,  FCC  license  for  $3.4 
million  1962.  Edmund  took  over 
wsvn-tv  1971.  nbc  affiliate,  no  debt; 
prospered.  But  NBC  dropped  him 
1987.  Mistake.  Revamped  as  tabloid 
news  station:  crime,  sex,  flashy  graph- 
ics. Soon  revenues  higher  than  NBC, 
cbs.  Bought  Boston's  whdh-tv  for 
$215  million  1993:  "It's  twice  as 
much  work  to  run  two  stations  as  one 
station."  Son  Andrew,  30,  in  real 
estate  division;  James,  28,  TV  market- 
ing, sales.  Ed  unlike  stations:  "I'm 
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£  SHOWN  INCl  OPTlONAi  EQUIPMENTS29.6B5  INCl  DEAlER  PREP  BUT  EXCLUDES  DESTINATION  A  HANDLING  CHARGES.  TAXES.  LICENSES  &  OPTIONS  ACTUAL  PPfiCE  DEPENDS  ON  DEALER  5  SUBJECT  10  ChANGf  WITHOUT  NOTICE  IKE  AO  UGHTIY  DRIVE  BESPONSIStr  Off  *OA0  8UCK1E  UP  FOR  SECURITY  ©  Wi  LAND  ROVER  NORTH  AMERICA  INC 

The  vehicle  of  choice  in  places  even  tougher  than  the 
Himalayas.  Like  Four  Wheeler  magazine. 


After  an  exceptionally  thorough 
and  brutally  honest  evaluation  of  a 
number  of  new  sport  utility  vehicles, 
the  Four  Wheeler  experts  put  together 
a  complete  description  of  the 
Defender  90  from  Land  Rover: 
"1994  Four  Wheeler  of  the  Year." 

Short,  but  rather  fitting  prose  for  a 
vehicle  that's  conquered  a  bewildering 
diversity  of  terrain. 

Climbing  down  into  the  deep 
Copper  Mines  of  Zambia,  up  the  tower- 


ing cliffs  of  the  Hindu  Rush,  and 
bouncing  across  otherworldly  savannas. 

With  the  sheer  strength  of  the 
Defender's  3.9  liter  V-8  engine, 
massive  chassis,  and  extraordinary 


DEFENDER  90 


coil  spring  suspension,  you  won't 
ever  be  looking  for  the  path  of  least 
resistance.  You'll  be  driving  it. 

So  why  not  call  1-800-FINE  4 WD 
for  the  nearest  dealer?  You  can  own 
one  of  these  remarkable  vehicles  for  a 
price  starting  at  around  827,900* 

Are  there  less  expensive  4x4's? 

Of  course.  Four  Wheeler  magazine 
even  has  a  list  of  many  of  them. 

They're  the  ones  that  weren't 
chosen  Four  Wheeler  of  the  Year. 


Introducing 

CONSERVATIVE 

equity  investments 
with 
room  for 

GROWTH. 


Twentieth  Century 
Equity  Income 

and 

Twentieth  Century  A^lue 

Twentieth  Century  has  offered  common  stock  investments 
for  more  than  35  years.  Now  we're  applying  our  equity  expertise 
to  conservative  stock  funds:  Twentieth  Century  Equity  Income 
and  Twentieth  Century  Value. 

Our  new  Equity  Income  fund  seeks  to  provide  you  with 
current  income  plus  long-term  growth  potential  by  investing  in 
a  portfolio  of  stable  companies  that  is  targeted  to  exceed  the  yield 
of  the  stocks  in  the  S&P  500  Index.  Twentieth  Century  Value 
seeks  growth  over  time  by  investing  in  the  stocks  of  companies 
that  our  fund  managers  conclude  are  fundamentally  sound  but 
temporarily  undervalued. 

Both  funds  offer  you  no-load  equity  investments  that  have 
the  potential  for  less  short-term  price  fluctuation  than  you  might 
expect  from  many  other  types  of  stock  funds.  Call  for  your  free 
information  kit  containing  a  prospectus  with  more  complete  infor- 
mation, including  charges,  expenses  and  minimums.  Please  read 
the  prospectus  carefully  before  investing.  Most  of  our  funds  are  also 
available  for  IRA,  401  (k),  403(b)  and  Keogh  plans. 


Call  today,  toll-free: 

1-800-345-2021 

RO.  Box  419200,  Kansas  City,  MO  64141-6200 


©  1994  Twentieth  Century  Seivices.  Inc 
FBS 


Investments  That  Work1' 

While  these  are  conservative  equity  funds,  they  are  equity  investments,  which,  by  nature  have 
values  that  may  decrease.  As  with  all  of  your  investments,  consider  your  objectives,  circum- 
stances and  risk  tolerance  before  you  invest. 


CONSERVATIVE  EQUITY  CHOICES  FROM  TWENTIETH  CENTURY. 


Art  lover 

Alamo  Rent  A  Car  Chairman  Michael 
Egan  (see  p.  312)  got  a  love 
of  American  art  from  his  mother, 
who  painted  oils.  Egan's  got  some 
Wyeths,  Hoppers  and  Whistlers  of 
his  own.  His  company  is  the  second- 
largest  sponsor— behind  IBM — of 
the  Metropolitan  Museum  of  Art  in 
New  York  City  (in  7  figures)  and 
funded  this  year's  American 
Impressionism  and  Realism  exhibit 
there.  The  Met's  shows  will  travel  to 
key  Alamo  markets — and  to  markets 
Alamo  wants  to  enter. 


probably  the  most  boring  person  you 
ever  talked  to."  His  Sunbeam  TV  esti- 
mated over  $300  million. 


William  Block 

Media.  Pittsburgh.  79.  Married,  4 
children.  Father  Paul  Sr.,  newspaper 
ad  salesman,  bought  Newark  Star- 
Eagle  1915;  built  chain  12  dailies, 
forced  to  sell  9  in  Depression.  Died 
1941;  Paul  Jr.  took  over.  Brother 
William  joined  1946,  split  duties. 
Paul  took  Toledo  half  of  Blade  Com- 
munications; William,  Pittsburgh. 
Paul  Jr.  died  1987;  left  twin  sons 
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...  And  now  let's  get  down  to  business. 


As  handshake  follows  handshake,  signature  follows 
signature,  and  photo-op  follows  photo-op,  it's  time  to  get 
down  to  the  real  business  of  peace  -  business.  And  the  place 
where  they'll  really  be  getting  down  to  the  business  of  peace 
is  the  Jerusalem  Business  Conference,  November  5  -  7,  1994. 
There  has  never  been  a  more  opportune  time  to  discuss 
investments  in  this  region.  At  the  Jerusalem  Business 
Conference  you  will  be  addressed  by  political  leaders 
including  Prime  Minister  Yitzhak  Rabin  and  Foreign  Minister 
Shimon  Peres,  as  well  as  by  world  business  leaders.  You  will 
meet  the  elite  of  Israel's  business  community: 
CEOs.  Bankers.  Analysts.  Technocrats.  You 
will  meet  businessmen  from  other  Mid-East 
countries.  And  you  will  participate  in  sessions 


devoted  to  investment  opportunities,  energy,  capital  markets, 
trade,  industry,  tourism,  finance,  technology,  and  more. 
Come  and  participate  in  a  truly  historical  occasion  as  Israel 
and  her  neighbors  map  out  the  region's  business  future 
Jerusalem  Business  Conference  94.  You  have  to  be  there 
Contact:  Third  Annual  J. B.C.  and  return  mail  coupon 
GLOBES:  6  Koifman  St., 
68102  Tel- Aviv,  ISRAEL 
Tel:  972-3-517-3699  or 
Fax:  972-3-517-3714 


Please  register  me  a  participant  in  the 
Jerusalem  Business  Conference  1994 
Participation  Fee  U.S  $550 

Name  

Title  

Company  

Address  


Country  . 

Tel  

Fax:  


November  5-7, 1994 


JERUSALEM  BUSINESS  CONFERENCE 


94 


Burned  again? 
Anthony  Maglica  (see  p. 
318)  once  said  that  he  was 
burned  financially  by  his 
divorce,  but  that  experience 
probably  doesn't  hold  a 
candle  to  the  $84  million 
palimony  judgment 
slapped  on  Maglica  by  an  Or- 
ange County  jury.  The  64- 
year-old  Croatian  immigrant 
separated  from  Claire 
Maglica,  his  unmarried  com- 
panion since  1971,  who 
says  she  helped  Tony  build 
his  Mag-Lite  empire  and 
originally  demanded  $200 
million.  The  judgment 
kept  Maglica  off  The  Forbes 
Four  Hundred  this  year, 
but  stay  tuned— both  attor- 
neys are  appealing. 


John,  Allan.  Blade  run  by  committee 
of  4:  William  Sr.,  chairman;  William 
Jr.,  president,  handles  business  end  of 
newspapers;  Allan,  cable,  TV;  John, 
editorial  side.  Bought  Pittsburgh 
Press  from  Scripps- Howard  after 
strike,  8-month  shutdown;  merged 
with  their  Post-Gazette:  now  monop- 
oly paper,  value  jumped.  William's 
half  of  Blade  estimated  near  $300 
million. 


now  has  100%.  Maritz  Inc.  sells  per- 
formance improvement  to  Forbes 
500s  firms,  e.g.,  IBM,  big  three  auto- 
makers. Also  business  travel  services, 
market  research,  industrial  training. 
Sales  up  to  $1 .4  billion.  Earnings  still 
weak  but  improving;  Bill  presumably 
happy — now  married  to  interior  de- 
signer Jacqueline  Pommer.  Estimated 
worth  more  than  $300  million. 


retail. "  Sold  Telerate  stake  1981  for 
$80  million.  Has  largest  private  col- 
lection Rodin;  has  donated  over  450 
of  730  pieces.  Also  $13  million 
to  Metropolitan  Museum  since  mid- 
1980s.  Recently  let  155  employees 
buy  in,  diluting  Bernie  from  73%  to  a 
little  more  than  50%:  new  capital  for 
possible  acquisitions.  Bernie  estimat- 
ed perhaps  $300  million. 


William  Maritz  and  family 

Business  services.  St.  Louis.  65.  Di- 
vorced, remarried  1993;  4  children. 
During  Depression,  father  James,  son 
of  watchmaker,  sold  watches  to  busi- 
nesses as  employee  performance  in- 
centives. Soon  forsook  watches,  fo- 
cused on  motivation  services.  Bill  a 
driving  force  since  1950s;  chairman, 
CEO  1983.  Company  bought  sister 
Jean's  family  50%  voting  stock  1994; 


Bernard  Gerald  Cantor 

Bond  trading.  Beverly  Hills,  NYC.  77. 
Divorced,  remarried;  1  son.  Raised  in 
Bronx;  studied  law,  finance  NYU. 
Army.  Started  own  securities  firm 
1945;  took  on  partner  John  J.  Fitz- 
gerald 1947.  Cantor  Fitzgerald  grew 
to  key  Treasury  bond  market  firm. 
First  U.S.  computer  bond  brokerage 
1972;  worldwide,  1983.  Also  corpo- 
rates,  munis.  "He's  the  only  govern- 
ment bond  broker  who  deals  with 


J.  Wayne  Weaver 

Shoes.  Darien,  Conn.;  Jacksonville, 
Fla.  59.  Married,  2  children.  Salesman 
for  St.  Louis'  Brown  Group  shoe 
company  1954.  Worked  up  to  general 
manager,  women's  retail.  Left  1978 
to  join  partners  in  shoe  import  busi- 
ness as  Nine  West.  Acquired  Russell's 
Shoe  Biz  1986  for  $3  million;  bought 
it  from  Nine  West  1988  for  $17  mil- 
lion, renamed  Shoe  Carnival,  took 
public  1993.  Nine  West  also  public 
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When  the  world  asked  for  color, 
Canon  responded  with  the 
revolutionary  Color  Laser  Copier. 
Now  Canon  is  answering  today's  color 
needs  with  a  visionary  new  generation 
of  color  solutions,  the  Canon  Color 
Laser  Copier  800  and  700. 

This  new  breed  of  copiers  pro- 
duces images  so  sharp,  so  vivid,  they're 
virtually  indistinguishable  from  the 
original.  And  Canon's  new  copiers  are 
highly  productive,  too. 

They  make  a  swift  seven  full- 
color  copies  per  minute  on  a  variety  of 
materials  including  card  stock. 


Auto-feed  OHP  transparencies  effi- 
ciently by  cassette.  Make  multi-page 
documents  effortlessly  with  the 
optional  Recirculating  Document 
Feeder  and  Sorter.  And  the  Color  Laser 
Copier  800  is  the  first  color  copier 
ever  to  offer  Auto  Duplexing  for  auto- 
matic two-sided  copies. 

You  can  also  transform  these  new 
color  copiers  into  ultrafast,  full-color, 
plain  paper  printers  with  optional 
print  controllers  and  Intelligent 
Processing  Units  (IPUs),  so  you  can 
make  brilliant  color  output  directly 
from  your  computer  or  network. 


COLOR  LASER  COPIER  BOO 


For  a  free  Color  Solutions  Guide 
that  will  tell  you  more  about  the  new 
Canon  Color  Laser  Copier  800  and 
700,  as  well  as  the  rest  of  our  color 
copier  line,  call  1-800-OK-CANON. 
When  the  rest  say  you  can't,  Canon 
says  you  can. 


W 


©1994  Canon  U.S.A.,  Inc. 


Canon 


From  The  Ben  ham  Group  . . . 

America's  #1 
Money  Market  Fund 


Benham  Prime  Money  Market  Fund 

If  you're  looking  for  a  safe  way  to  earn  high  current  yields, 
consider  America's  highest-yielding  money  market  fund. 
Benham  Prime  Money  Market  Fund 
ranked  #1  of  465  general  taxable 
money  funds  based  on  its  seven-day 
current  yield  through  9/6/94* 


Seven-Day  Current  Yield 


4.81% 

(through  9/6/94) 


Call  1-800-331-8331 

for  your  free  guide  and  today's  yield 

□  The  Benham  Group 

True  no-load  mutual  funds 


® 


You  will  receive  a  prospectus  describing  management  fees  and  expenses  to  read  carefully  before  you  invest.  Yields 
will  vary  and  do  not  guarantee  future  results.  We  are  temporarily  waiving  expenses;  othenvise,  the  Fund's  current 
yield  would  have  been  4.32%,  and  its  ranking  might  have  been  lower.  An  investment  in  the  Fund  is  neither  insured 
nor  guaranteed  by  the  U.S.  government,  and  there  can  be  no  assurance  that  the  $2 .00  sliare  price  will  be  maintained. 
*Sourcc:  Money  Fund  Report®,  published  In/  IBC/Donoghue,  Inc.  Benham  Distributors,  Inc.  M4FBO 
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A  Golden 
Opportunity... 


Richmont  Mines  Inc.  is  a  gold  producer 

located  in  Rouyn-Noranda,  Quebec,  Canada. 


Six  Months 
June  30,  1994 

Six  Months 
June  30,  1993 

Six  Months 
June  30,  1992 

Revenues 

$  10,330,078 

$  7,090,972 

$  2,900,504 

Operating  cash  flow 

3,580,802 

2,258,684 

635,682 

Net  earnings 

2,408,452 

1,533,133 

628,540 

Operating  cash  flow 
per  share 

0.27 

0.19 

0.05 

Net  earnings 
per  share 

0.18 

0.13 

0.05 

Working  capital 

12,412,382 

4,866,058 

1,943,550 

Excellent  growth  potential. 


For  information  contact: 

Richmont  Mines  Inc. 

J.G.  Rivard,  President 

110,  avenue  Principale 

Rouyn-Noranda,  Quebec,  Canada  |9X  4P2 

Telephone:  (819)  797-2465    Fax:  (819)  797-0166 


Toronto  and  Montreal 
Stock  Exchanges 
Trading  Symbol:  RIC 


1993;  Weaver  resigned  as  CEO. 
Signed  noncompete  agreement,  just 
resigned  as  director.  Focusing  more 
on  new  Jacksonville  NFL  (football) 
Jaguars  franchise:  has  55%.  Son  Brad- 
ley, as  Weaver  International,  import 
agent  for  Shoe  Carnival.  Wayne's  in- 
terest in  Nine  West,  Shoe  Carnival, 
football  team,  etc.  recently  estimated 
$300  million. 


Roger  Penske 

Engines,  trucks,  cars.  Bloomfield 
Hills,  Mich.  57.  Divorced,  remarried; 
5  children.  Lehigh  U.;  Alcoa  salesman 
who  raced  cars  until  1964;  bought 
Chevy  dealership.  Formed  Penske 
Racing;  led  to  associations  within 
auto  industry.  Distributor  for  General 
Motors'  Detroit  Diesel  Allison.  In 
1970s  expanded  Penske  Truck  Leas- 
ing. By  late  1980s  Detroit  Diesel  was 
hemorrhaging  money,  morale,  mar- 
ket share.  Good  bargaining  got  him 
an  initial  stake  in  1988;  now  owns 
48%.  "Results-oriented";  oversaw 
spectacular  turnaround.  Daimler- 
Benz  bought  stake,  Mercedes  Benz 
partners  with  Penske  in  British  engine 
designer  Ilmor:  propelled  Penske 
Racing's  Al  Unser  Jr.  to  1994  Indy 
500  victory  (Penske's  tenth).  Net 
worth  estimated  $285  million;  denied 
bv  him. 


Anthony  Maglica 

Flashlights.  Anaheim,  Calif.  64.  Di- 
vorced, 4  children.  Manhattan- born 
son  of  Yugoslav  longshoreman;  back 
to  Croatia  with  mother  age  2. 
Trapped  in  Europe  WWII;  returned 
to  U.S.  1951.  Started  precision  ma- 
chining shop  for  military  work  1971. 
Designed  Mag- Lite  flashlight  1978. 
durable,  high-quality,  high-price 
product  appealed  to  law  enforcement, 
sporting  markets.  Mini  Mag-Lite  for 
consumer  1983.  Competitor:  "This 
was  the  greatest  thing  to  hit  the  mar- 
ket in  29  years."  Large  Republican 
supporter;  believes  in  100%  U.S.- 
made.  Separated  last  year  from  Claire 
Maglica,  companion  of  23  years  who 
took  his  name.  This  year  jury  awarded 
her  $84  million  palimony  (under  ap- 
peal), believed  largest  palimony 
award  ever.  Worth  estimated  $240 
million  net  of  Claire;  otherwise  some 
$285  million. 
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ADVERTISEMENT 


Dealerscope  Merchandising  Products  of  the  Month 


Uniden  America  Corporation 
introduces  the  EXP901  900  MHz 
HHHB|  cordless  phone 

The  EXP901  offers 
the  benefit  of 
improved  range  and 
clarity  and  features 
a  secondary  battery 
re-charge  system 
built-in  to  the  base. 
The  EXP901  includes  an  intercom,  2-way 
page/find,  monitor  and  hold,  as  well  as 
one  touch  memory  buttons  and  10 
additional  memory  locations.  For  more 
information  on  Uniden  products,  call 
(8 17)  858-3300,  or  write  to  Uniden,  4700 
Amon  Carter  Blvd.,  Fort  Worth,  TX  76155. 

Twice  the  CB  at  an  Affordable  Price... 

Maxon's  new  MCB-40  is  more  than  just  a 
40  channel  CB  -  it  also  performs  as  a 
Public  Address  System!*  Multi-colored 

LED  Signal 
Strength 
Meter, 
Automatic 
Noise  Limiter 
and  Last 
Channel 
Memory 
features  add 
to  this  CB's 
versatility  and  front  mounted  controls 
make  it  user  friendly.  The  MCB-40  joins  a 
complete  line  of  quality  Mobile,  "Micro 
Mobile"  and  Handheld  CBs  from  Maxon  - 
all  an  exceptional  value  for  an  affordable 
price.  For  more  information  regarding  the 
MCB-40  or  other  Maxon  Systems  products, 
call  (816)  891-1093,  or  write  Maxon 
Systems,  Inc.,  10828  NW  Air  World  Drive, 
Kansas  City,  MO  64 1 53  *  PA  speaker  not 
included. 


PhoneMate  Electronic  PhoneBook 

PhoneMate's  Model  8775  with  Electronic  PhoneBook  stores 
up  to  100  names  and  telephone  numbers,  as  well  as  impor- 
tant dates  and  other  information.  Phone  numbers  can 
quickly  be  found  and  dialed  by  entering  the  first  letters  of 
any  name.  Alphabetical  sorting  of  stored  numbers  is  auto- 
matic, and  users  can  scroll  the  complete  list  at  any  time.  The 
answering  machine  also  includes  such  features  as  integrated 
speakerphone,  solid-state  message  storage  for  outgoing  mes- 
sage, voice  time/day  stamp  and  handset  message  retrieval.  For  more  information, 
call  (310)  6 18-99 10  or  write  PhoneMate,  Inc.,  20665  Manhattan  Place,  Torrance,  CA 


90501 


Safe  Way  Mini  Breath  Analyzer 

Eliminate  the  guess  work  ...  be  certain. 
Safe  Way  is  the  only  unit  on  the  market 
that  offers  so  many  features  for  such  a 
little  price.  The  unit  features  a  reusable 
mouth  piece  and  is  powered  by  a  single 
9-V  battery.  The  digital  display  is  easy  to 
read  and  the  sleek  pocket-sized  device 
can  be  carried  in  a  purse,  jacket  or  glove 
compartment  All  this  at  a  retail  price 
of  $79  95. 

Simplicity  and  convenience  makes  Safe 
Way  a  must  have  item  for  every  drinker. 
Turn  the  unit  on,  once  ready,  blow  into 
the  device  and  the  unit  will  immediately 
display  your  BAC  in  color-coded  digital 
display  For  more  information,  call 
1-800-344-2012  or  write:  ASD,  Inc.,  21602 
Marilla  St.,  Chatsworth,  CA  91311 


Ryka  Executive  Computer  Briefcase 

Today's  fast  moving  executive  no  longer  needs  to  carry  both  a  briefcase  and  bulky 
computer  bag.  Ryka  offers  a  line  of  soft  sided  leather  protective  cases  for  notebook 

computers  with  extra  pockets  for 
typical  briefcase  necessities  includ- 
ing a  cellular  phone.  The  Ryka  bag  is 
designed  to  look  like  a  conventional 
briefcase,  making  it  unnoticeable  to 
potential  computer  thieves.  For  more 
information  call  1-800-752-0300  or 
write  Ryka,  Inc.,  195  Lehigh  Ave., 
Lakewood,  N|  08701 


Listen  Anywhere  with  These  900MHz 
Wireless  Speakers  from  Recoton 


New  from  Recoton, 
the  leader  in  900MHz 
wireless  technology 
products,  is  the  new 
W  450  HiPower 
Wireless  Stereo 
Speaker  system.  It 
features  a  new  HPX 
hi-deviation  transmitter  for  full  fidelity 
sound  and  two  25  watt  each  (total  50  watt 
RMS)  wireless  stereo  speakers  in  oak 
veneer  cabinets.  The  transmitter  sends 
signals  through  walls,  floor  and  ceilings 
up  to  150  feet  away  so  you  can  listen  and 
enjoy  your  stereo  or  TV  virtually  anywhere 
in  or  around  your  home  without  running 
wires.  For  more  information,  call 
1-800-Recoton. 


DIRECTV 


150  Channels  of 
Exciting 
Programming 

DIRECTV™  can 
deliver  up  to  1 50 
channels  of  exciting 
entertainment  pro- 
gramming directly 
to  your  home  -  all 
you  need  is  the 
RCA  brand  DSS™,  which  features  an 
18-inch  satellite  dish.  Programming 
includes  cable  favorites  like  ESPN,  CNN 
and  The  Disney  Channel,  exciting  sports 
action  and  the  latest  hit  movies  from 
Hollywood's  major  studios  -  all 
delivered  with  digital  pictures  and  CD 
sound  For  the  dealer  nearest  you,  call 
l-800-DIRECTV. 

DIRECTV™  and  DSS™  are  registered 
trademarks  of  DIRECTV,  Inc. 


The  Magazine  for  Consumer  Electronics,  PC  Retailing  and  Major  Appliance.  / 


DEAIJi31§Q}PE  401  North  Broad  Street  •  Philadelphia,  PA  19108  •  (215)  238-5300 


OUR  INSURANCE  AND  FINANCIAL  SKILLS  SET  A  CAR  RENTAL  FIRM  ON 
A  FASTER  ROUTE.  While  helping  a  multinational  car  rental  firm  manage  its  complex  U.S.  insurance  needs,  the  A1C 
Companies  were  asked  to  devebp  a  cost  effective  plan  for  coverage  throughout  Europe.  Our  captive  management  experts  showed  the 
company  a  new  direction.  They  established  a  self-insured  retention  program  and  a  chims-management  system  for  the  firm,  while  ow 


portfolio  specialists  in  London  implemented  a  funds-management  plan  for  the  multimillion-dollar  captive.  Excess  coverage  was 
vritten  by  anAIG  company  in  Europe.  The  result  was  a  comprehensive  risk  management  program  created  without  sacrificing  either 
effectiveness  or  continuity.  And  another  demonstration  of  how  the  AIG  Companies  provide  the  definitive  response  to  risk. 


WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES. 

American  International  Group,  Inc.,  Dept.  A,  70  Pine  Street,  New  York,  NY  10270.  r^^^^ 


75th  Anniv/fsary 


Portrait  of  Luca  Pacioli  by  Jacopo  de'  Barban 


Our  estimates  of  net  worth  are  delib- 
erately conservative.  It  is  possible  to 
say  with  some  confidence  that  a  person 
is  worth  more  than  a  given  amount;  it  is 
often  extremely  difficult  or  impossible 
to  establish  exacdy  how  much  more. 


Acknowledgments 


Tom  Adams,  managing  director,  Advanstar  Associates, 
Carmcl,  Calif. 

Lorin  Anderson,  editor,  Golf  Shop  Operations, 
Trumbull,  Conn. 

Richard  Backus,  Richard  Backus  Real  Estate, 
Frostproof,  Fla. 

Jan  A.  Barenlioltz,  Barenholtz  &  Farrell,  NYC 
David  Benish,  associate,  Gerke  &  Associates  Inc., 
Columbia,  Mo. 

Kenneth  T.  Berents  and  Paul  Sweeney,  Wheat  First 
Butcher  Singer  Inc.,  Richmond,  Va. 
John  Caulfield,  executive  editor,  National  Home 
Center  News,  NYC 

CB  Commercial  Real  Estate  Group,  Inc. 

CDA/Investnet,  Fort  Lauderdale,  Fla. 

Bishop  Cheen,  senior  analyst/broadcasting,  Paul 

Kagan  &  Associates,  Carmel,  Calif. 

Kenneth  Currier,  president,  Currier  Appraisal  Inc., 

Meredith,  N.H. 

lay  Dugan,  senior  vice  president,  Communications 
Equity  Associates,  Tampa,  Fla. 
Da\id  Ehlers,  publisher,  Las  Vegas  Investment  Report, 
Las  Vegas,  Nev. 

Michael  Ellmann,  vice  president/research,  Wertheim 
Schroder  &  Co.,  NYC 

Marc  S.  Ganis,  president,  Sportscorp.  Ltd.,  Hartford, 
Conn. 

Grubb  &  Ellis  Commercial  Real  Estate 

Nancy  Hardy,  editor,  The  Florida  Citrus  Reporter, 


Our  basic  operating  principle  in  valu- 
ing privately  owned  businesses  and 
other  assets  for  which  there  are  no 
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sider  paying  for  the  assets. 

To  arrive  at  coherent  estimates  of 
wealth,  Forbes  adopts  a  number  of 
basic  rules: 

■  Blocks  of  publicly  traded  stock  arc 
priced  at  the  market  close  on  Aug.  31 . 

■  Privately  held  companies  are  usually 
valued  according  to  estimated  earn- 
ings or,  preferably,  cash  flow,  and  to 
prevailing  ratios  for  similar  companies 
in  similar  businesses. 

■  When  earnings  and  cash  flow  aren't 
known  or  are  suspect,  we  adopt  rule- 
of-thumb  conventions  common  to 
the  relevant  industry.  Television  and 
radio  stations,  cable  systems  and  some 
newspapers  are  valued  for  us  by  pro- 
fessionals (see  Acknowledgments) . 

■  Among  oil  and  gas  producers  we 
rarely  go  beyond  putting  a  fair  valua- 
tion on  their  reserves.  Some  oil  and 
real  estate  magnates  have  substantial 
assets  not  in  their  own  names,  so  in 
one  or  two  cases  we  were  forced  to 
rely  on  consensus  estimates  of  knowl- 
edgeable peers.  These  estimates  are 
treated  cautiously. 

Often  it  isn't  even  clear  exactly  who 
owns  a  great  fortune.  It  is  frequently 
parked,  at  least  parriy,  in  the  names  of 
the  immediate  family  or  concealed  in 
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Daddy  fought  in  the  war. 


The  Motorola  MicroTAC  Ultra  Lite™ 
comes  from  a  long  line  of  heroes. 
Like  the  original  SCR  536  hand-held 
wireless  radio,  which  cut  our 
boys  loose  from  the  wires  of  war. 
Lives  depended  on  us  then.  Busy 
lives  depend  on  us  now.  Motorola. 
The  best-selling,  most-preferred 
cellular  phones  in  the  world. 


L800-33 1  -6456  ®,  Motorola  and  Ultra  Lilt  are 
ademarks  of  Motorola.  Int.  ©N94  Motorola,  Int. 


M)  MOTOROLA 
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^Announcing 
the  1995 
Rochester  Institute 
of  Technology 
and  USA  TODAY 
Quality  Cup 
Competition 


It  t  i  t  t/  I  1\  7" 

UAL11  I 


1994  WINNERS 

GOVERNMENT 

Birmingham  Public  Schools 
Birmingham,  Alabama 

MANUFACTURING 

TRW  Military  Electronics 
&  Avionics  Division 
San  Diego,  California 
NOT-FOR-PROFIT 
Medical  Center  Hospital  of  Vermont 
Burlington,  Vermont 

SERVICE  FIRM 

Pacific  Bell 
San  Ramon,  California 

SMALL  FIRM 

Libralter  Plastics,  Inc. 
Walled  Lake,  Michigan 

1993  WINNERS 

GOVERNMENT 

Naval  Aviation  Depot 
North  Island,  San  Diego,  California 

MANUFACTURING 

Boise  Cascade  Corp.,  Southern  Operation 
De  Ridder,  Louisiana 

NOT-FOR-PROFIT 

Swedish  American  Hospital 
Rockford,  Illinois 

SERVICE  FIRM 

New  York  Telephone 
Telesector  Resources  Group 
New  York,  New  York 

SMALL  FIRM 

Fitchburg  Coated  Products 
Scranton,  Pennsylvania 


The  RTT/VSA  TWA  >  Quality  Cup  an  original 
work  of  an  in  silver  ami  marble  by  Leonard  Umo. 


eople  are  the  catalyst  for 
creating  and  sustaining 
quality  organizations. 
The  Quality  Cup  Award 
honors  those  individuals" 

—  Diane  Rivers,  Ed.D.,  Coordinator  of  Middle  Schools 
Birmingham  Public  Schools 

ABOUT  THE  QUALITY  CUP  COMPETITION 

Rochester  Institute  of  Technology  (RIT)  and  USA  TODAY  believe  in  the  power  of  the 
Quality  movement,  with  its  emphasis  on  empowering  the  individual,  to  revolutionize  the 
way  the  USA  does  business.  Where  other  awards  may  honor  entire  companies,  only  the 
Quality  Cup  honors  personal  efforts  by  teams  or  individuals. 

WE  WANT  TO  HEAR— AND  REWARD— YOUR  SUCCESS 
STORIES 

Do  you  have  a  success  story  that  describes  how  small  groups  or  individuals  in  your 
company  used  total  quality  management  principles  to  boost  productivity?  Then  let  your 
experience  be  an  inspiration  for  others:  Nominate  yourself  or  an  individual  or  team  in  your 
organization  in  one  of  the  five  categories  for  the  award:  Government,  Manufacturing, 
Service,  Small  Organizations  or  Not-For-Profit. 

HOW  TO  ENTER 

The  deadline  for  nominations  for  the  1995  RITAJSA  TODAY  Quality  Cup  Competition  is 
December  12.  If  you  would  like  to  receive  an  application,  call  the  toll-free  number  below.  For 
complete  information  about  the  competition,  contact  Carol  Skalski  at  USA  TODAY  at  703- 
276-5890. 

1-800-USAT-RIT 

RIT 


private  investment  companies.  Or, 
more  difficult  to  find,  in  trusts,  where 
separate  elements  of  ownership  (con- 
trol of  principal,  receipt  of  income, 
power  to  name  heirs,  etc.)  are  deliber- 
ately spread  among  different  people 
Iso  as  to  minimize  inheritance  taxes. 
|"  In  the  matter  of  trusts  and  other 
intrafamily  arrangements,  we  proceed 
on  a  case-by-case  basis,  applying  com- 
mon sense.  Most  plainly  exist  to  carry 
out  a  normal  pattern  of  inheritance 
(to  husbands,  wives  or  offspring)  and 
to  minimize  inheritance  taxes.  We 
look  at  who  controls  such  wealth. 
Trust  assets  are  generally  attributed  to 
the  person  who  created  the  wealth,  if 
still  alive  and  in  control;  or,  if  that 
person  is  not  alive,  to  the  principal 
controlling  family  member  or  mem- 
bers (and  not  the  family  lawyers). 

But  the  assets  of  spendthrift  trusts, 
which  are  meant  to  keep  control  out 
of  the  hands  of  beneficiaries,  are  not 
credited  to  the  beneficiaries;  only  esti- 
mated trust  income  is  counted. 

Lawyers  sometimes  say  a  trust  is 
"owned"  by  those  who  ultimately 
w  ill  receive  the  principal.  Usually,  that 
means  the  next  generation  of  the 
family  in  question.  But,  in  tact,  the 
next  generation  often  has  no  power  to 
spend  or  invest  principal  or  to  dis- 
burse income  to  themselves.  Some  are 
still  children;  some  heirs  may  be  yet 
unborn. 

It  is  difficult  to  take  such  "owner- 
ship1' seriously,  or  to  count  a  child 

'  "owner"  as  one  of  the  richest  people 
in  America.  It  is  true  that  a  controlling 
person's  powers  may  be  weakened  by 
the  limitations  of  a  trust.  But  every 
other  party's  claim  to  present  owner- 
ship is  far  weaker  still. 

Irrevocable  charitable  trusts  and 
foundations  are  not  counted  as  per- 

;  sonal  wealth  at  all. 

Wealth  in  the  names  of  spouses  and 
other  immediate  family  members  is 
sometimes  assigned  to  the  principal 
family  member,  especially  where  ties 
are  close.  Where  a  family  member's 
shares  are  sufficient  to  entitle  him  or 
her  to  a  place  among  the  richest  peo- 
ple in  America,  however,  we  generally 
list  him  or  her  separately — see,  for 

!  example,  Susan  Buffett  (p.  178)  and 
husband  Warren  (p.  103).  And  we  do 

!  the  same  with  immediate  family 
members  split  by  divorce  or  other 
internal  family  differences.  ■ 

I  Forbes  400  ■  October  17,  1994 


A  WORLD 

FOR  THE 
WISE. 


If  you  feel  like  your  money 
is  going  nowhere,  invest  in 
Janus  Worldwide  Fund. 

With  Janus  Worldwide 
Fund,  you  might  buy  into  a 
technology  stock  in  Singa- 
pore. Or  a  medical  firm  in 
Germany.  Or  a  multinational 
company  based  in  Sydney. 
Or  a  world  of  other  exciting 
investment  opportunities 
that  helped  this  no-load  fund 
achieve  an  average  annual 
total  return  of  18.54%  for  the 
life  of  the  fund* 

If  you're  interested  in  an 
investment  that  has  the  poten- 
tial to  really  take  you  some- 
where, here's  a  chance  to  put 
your  money  to  work  on  a 
global  scale. 


Call  or  send  in  the  coupon 
today  for  a  free  prospectus 
containing  more  complete 
information,  including  ex- 
penses and  special  risks 
associated  with  foreign 
investing  such  as  currency 
fluctuations  and  political 
uncertainty.  Please  read  the 
prospectus  carefully  before 
you  invest  or  send  money. 

BECAUSE  IT'S  NOT  HOW  MUCH 
YOU  INVEST.  IT'S  HOW  SMART. 


JANUS 
WORLDWIDE  FUND 

Average  Annual  Total  Returns 
for  the  Period  Ended 
June  30,  1994 


ONE  YEAR  17.82% 
LIFE  OF  THE  FUND  18.54% 

From  inception  -  May  15,  1991 


JANUS  WORLDWIDE  FUND 

P.O.  Box  173375,  Denver,  CO  80217-3375 

1-800-525-8983  Ext.  454 


*Figures  are  based  on  total  return,  including  reinvestment  of  dividends  and  capital  gains. 
Past  performance  does  not  guarantee  future  results.  Your  return  and  share  price  will 
vary  and  may  be  worth  more  or  less  at  redemption  than  at  purchase. 

Funds  distributed  by  Janus  Distributors,  Inc.  Member  NASD. 


YES  - '  would  ''^e  to  know  more  about 

Janus  Worldwide  Fund!  send  to: 

IN  Janus  Funds  ■ 

1Name—  P.O.  Box  173375 

City/State/Zip_  1-800.525.89S3  ■ 

Ext.  454 

Janus  Funds  are  no-load  mutual  funds.  forb^^J 
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Abele,  John  E.  * 

210 

Boston  area 

57 

$545 

Medical  devices 

Abraham,  S.  Daniel 

266 

West  Palm  Beach,  Florida 

70 

340 

Slim-Fast  Foods 

Abramson,  Leonard 

177 

Blue  Bell,  Pennsylvania 

61 

780 

U.S.  Healthcare 

Ackerman,  Peter 

260 

London,  England 

47 

350 

Junk  bonds 

Albertson,  Kathryn  McCurry 

134 

Boise,  Idaho 

87 

1,100 

Albertson's,  Inc. 

Alfond  family 

281 

Dexter,  Maine 

480 

Shoes 

Allbritton,  Joe  Lewis  ■ 

310 

Washington,  D.C.;  Houston,  Texas 

69 

Media 

Allen,  Charles  Jr.  ■ 

309 

NYC 

deceased 

Stock  market 

Allen,  Herbert 

200 

NYC 

86 

600 

Stock  market 

Allen,  Herbert  Anthony 

200 

NYC 

53 

600 

Stock  market 

Allen,  PaulG. 

111 

Mercer  Island,  Washington 

41 

3,910 

Microsoft 

Anderson  family 

281 

Bayport,  Minnesota 

500 

Windows 

Anderson,  John  Edward 

212 

Bel  Air,  California 

77 

550 

Beverage  distribution 

Annenberg,  Walter  Hubert 

115 

Wynnewood,  Pennsylvania;  Rancho  l\ 

flirage,  California  86 

2,800 

Publishing 

Anschutz,  Philip  Frederick 

124 

Denver,  Colorado 

54 

1,900 

Oil 

Ansin,  Edmund  Newton  >t 

309,  312 

Miami  Beach,  Florida 

58 

300 

TV  stations 

Anthony,  Barbara  Cox 

114 

Honolulu,  Hawaii 

71 

2,900 

Inheritance  (Cox  Enterprises) 

Arison,  Ted  ■ 

310 

Tel  Aviv,  Israel 

70 

Carnival  Cruise  Lines 

Arrillaga,  John 

216 

Palo  Alto,  California 

57 

500 

Real  estate 

Ashton,  Alan  C. 

232 

Orem,  Utah 

52 

440 

WordPerfect 

Autry,  Orvon  Gene 

266 

Los  Angeles,  California 

87 

340 

Broadcasting 

Bacardi  family 

281 

Puerto  Rico;  Miami,  Florida  et  al. 

1,500 

Liquor 

Ballmer,  Steven  Anthony 

125 

Bellevue,  Washington 

38 

1,750 

Microsoft 

Bancroft  family 

282 

Boston  area 

1,400 

Inheritance  (Dow-Jones) 

Barbey  family 

282 

California  et  al. 

600 

Inheritance  (VF  Corp.) 

Bass,  Anne  Hendricks 

278 

Forth  Worth,  Texas;  NYC 

53 

310 

Divorce 

Bass,  Edward  Perry 

206 

Fort  Worth,  Texas 

49 

590 

Oil,  investments 

Bass,  Lee  Marshall 

124 

Fort  Worth,  Texas 

38 

1,750 

Oil,  investments 

Bass,  Perry  Richardson  0 

224 

Fort  Worth,  Texas 

79 

470 

Oil,  investments 

Bass,  Robert  Muse 

122 

Fort  Worth,  Texas 

46 

2,000 

Oil,  investments 

Bass,  Sid  Richardson 

124 

Fort  Worth,  Texas 

51 

1,500 

Oil,  investments 

Bastian,  Bruce  W. 

232 

Orem,  Utah 

46 

440 

WordPerfect 

Batten,  Frank  Sr. 

173 

Virginia  Beach,  Virginia 

67 

820 

Media 

Bean  (Gorman)  family 

282 

Freeport,  Maine 

600 

L.L.  Bean 

Bechtel,  Riley  P. 

127 

San  Francisco,  California 

42 

1,400 

Engineering,  construction 

Bechtel,  Stephen  Davison  Jr. 

127 

San  Francisco,  California 

69 

1,400 

Engineering,  construction 

Beckerman,  David  A.  ■ 

309 

Woodbridge,  Connecticut 

51 

Starter  Corp. 

Behring,  Kenneth  Eugene 

266 

Blackhawk,  California 

66 

340 

Real  estate 

Bennett,  William  Gordon 

213 

Las  Vegas,  Nevada 

69 

515 

Circus  Circus 

Benson,  Craig  Robert 

207 

Rye,  New  Hampshire 

40 

490 

Cabletron  Systems 

Berry,  John  William  Sr. 

213 

Dayton,  Ohio 

72 

535 

Yellow  Pages 

Binger,  Virginia  McKnight 

252 

Wayzata,  Minnesota 

78 

375 

Inheritance  (3M) 

Blank,  Arthur 

191 

Atlanta,  Georgia 

51 

380 

Home  Depot 

Blaustein  family 

282 

Baltimore,  Maryland 

1,200 

Inheritance  (Oil) 

Bloch,  Henry  W.  ★ 

257 

Shawnee  Mission,  Kansas 

72 

375 

H&R  Block 

Block  family 

282 

NYC  area 

430 

Block  Drug  Co. 

Block,  William  at 

309,  314 

Pittsburgh,  Pennsylvania 

79 

300 

Media 

Bloomberg,  Michael  Rubens 

214 

NYC 

52 

500 

Financial  news 

Bose,  Amar  G.  * 

226 

Wayland,  Massachusetts 

64 

450 

Loudspeakers 

Boudjakdji,  Millicent  V. 

165 

Los  Angeles,  California 

54 

450 

Inheritance  (Hearst  Corp.) 

Boyd,  William  Samuel  * 

274 

Las  Vegas,  Nevada 

62 

325 

Casinos 

Bredin,  Octavia  Mary  du  Pont 

240 

Greenville,  Delaware 

81 

400 

Inheritance  (Du  Pont  Co.) 

Breed,  Allen  Kent* 

222 

South  Padre  Island,  Texas 

67 

485 

Air  bags 

Bren,  Donald  Leroy 

122 

Newport  Beach,  California 

62 

2,000 

Real  estate 

Brennan,  Bernard  F. 

249 

Chicago,  Illinois 

56 

390 

Montgomery  Ward 

Brittingham  family 

282 

Mexico;  Dallas,  Texas 

500 

Dai-Tile  Group 

Broad,  Eli 

191 

Los  Angeles,  California 

61 

690 

Home  building 

♦  New  entry.    0  Returnee.  ■Dropout. 

t  Near  miss. 
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Bronfman,  Edgar  Miles  Sr. 

118 

NYC 

65 

$2,500 

Seagram  Co. 

Brown  family 

282 

Louisville,  Kentucky 

1,100 

Whiskey 

Brown,  Jack  Eugene 

270 

Midland,  Texas 

69 

330 

Oil 

Buffett,  Susan  Thompson 

178 

San  Francisco,  California 

62 

765 

Berkshire  Hathaway 

Buffett,  Warren  Edward 

103 

Omaha,  Nebraska 

64 

9,200 

Stock  market 

Busch  family 

282 

St.  Louis,  Missouri 

1,300 

Anheuser-Busch 

Butler,  Sarah  Turner 

278 

Columbus,  Georgia 

74 

310 

Inheritance  (Coca-Cola  stock) 

Butt,  Charles  C. 

226 

San  Antonio,  Texas 

56 

450 

Supermarkets 

Cafaro,  William  Michael 

204 

Hubbard,  Ohio 

81 

600 

Shopping  malls 

Campbell  family 

283 

Hawaii 

800 

Real  estate 

Cantor,  Barnard  Gerald  ■  t 

309,316 

Beverly  Hills,  California;  NYC 

77 

300 

Bond  trading 

Cargill,  James  R. 

168 

Minneapolis,  Minnesota 

70 

860 

Cargill,  Inc. 

Cargill,  Margaret 

168 

La  Jolla,  California 

74 

860 

Cargill,  Inc. 

Carlson,  Curtis  LeRoy 

136 

Long  Lake,  Minnesota 

80 

1,000 

Radisson 

Carter  family 

283 

Dallas  area 

400 

Direct  Selling 

Carver,  Lucille 

234 

Muscatine,  Iowa 

77 

405 

Inheritance  (Bandag,  Inc.) 

Catsimatidis,  John  Andreas  ■ 

309 

NYC 

46 

Supermarkets 

Chambers,  Anne  Cox 

114 

Atlanta,  Georgia 

74 

2,900 

Inheritance  (Cox  Enterprises) 

Chandler  family 

283 

Los  Angeles  et  al. 

1,300 

Times  Mirror  Co 

Clapp  family 

284 

Seattle,  Washington 

1,200 

Inheritance  (Weyerhaeuser) 

Clark  family 

284 

Cooperstown,  New  York 

480 

Singer  Manufacturing  Co. 

1  Clayton,  James  Lee 

262 

Knoxville,  Tennessee 

60 

350 

Mobile  homes 

Close  family 

284 

Fort  Mill,  South  Carolina 

520 

Textiles 

Cohn,  Seymour 

262 

Palm  Beach  County,  Florida 

83 

350 

Real  estate 

Collier  family 

284 

Naples,  Florida 

1,300 

Real  estate 

Comer,  Gary  Campbell 

224 

Chicago,  Illinois 

65 

460 

Lands'  End 

Connell,  Grover 

240 

Westfield,  New  Jersey 

76 

400 

Equipment  leasing 

Connelly,  John  E.  ■ 

309 

Pittsburgh,  Pennsylvania 

69 

Riverboats 

Conover,  Catherine  Mellon  ■ 

309 

Washington,  D  C. 

58 

Inheritance 

Cook,  Jane  Bancroft 

246 

Cohasset,  Massachusetts 

82 

395 

Inheritance  (Dow  Jones) 

Cook,  William  A. 

190 

Bloomington,  Indiana 

63 

700 

Medical  supplies 

Cooke,  Jack  Kent 

183 

Middleburg,  Virginia 

81 

700 

Real  estate 

Cooke,  Phoebe  Hearst 

165 

San  Francisco,  California 

67 

450 

Inheritance  (Hearst  Corp.) 

Coors  family 

284 

Golden,  Colorado 

400 

Beer 

Copley,  Helen  Kinney 

208 

La  Jolla,  California 

71 

575 

Publishing 

Corn,  Elizabeth  Turner 

278 

Columbus,  Georgia 

68 

310 

Inheritance  (Coca-Cola  stock) 

Cosby,  William  Henry  Jr. 

276 

Amherst,  Massachusetts 

57 

325 

Entertainment 

Coulter,  Joseph 

234 

Miami  area 

69 

400 

Medical  technology 

Coulter,  Wallace  Henry 

234 

Miami  area 

70s 

415 

Medical  technology 

Cowles  (Gardner)  family 

284 

Minneapolis,  Minnesota;  NYC  et  al. 

520 

Newspapers 

Crown,  Lester 

119 

Wilmette,  Illinois 

69 

2,400 

Inheritance 

Cullen  family 

284 

Houston,  Texas 

600 

Oil 

Culverhouse,  Hugh  Franklin  ■ 

309 

Tampa,  Florida 

deceased 

Real  estate 

Currier,  Andrea  ■ 

309 

The  Plains,  Virginia 

38 

Inheritance 

Currier,  Lavinia  M.  ■ 

309 

The  Plains,  Virginia 

37 

Inheritance 

Currier.  Michael  S.  ■ 

309 

NYC 

33 

Inheritance 

Daniels,  Robert  William  Jr. 

268 

Denver,  Colorado 

74 

330 

Cable  TV 

Darden,  Constance  Simons  du  Pont 

240 

Norfolk,  Virginia 

90 

400 

Inheritance  (Du  Pont  Co.) 

Dart,  Robert  ★ 

268 

London,  England 

36 

330 

Dart  Container 

Dart,  William  A. 

268 

Sarasota,  Florida 

66 

330 

Dart  Container 

Davenport,  Elizabeth  Lupton 

220 

Lookout  Mountain,  Tennessee 

61 

500 

Coca-Cola  bottling 

Davidson,  William  Morse 

167 

Bloomfield  Hills,  Michigan 

71 

900 

Guardian  Industries  Corp. 

Davis  family 

284 

Jacksonville,  Florida 

1,700 

Winn-Dixie  Stores 

Davis,  Artemus  Darius  ■ 

310 

Jacksonville,  Florida 

88 

Winn-Dixie  Stores 

Davis,  Marvin  Harold 

124 

Beverly  Hills,  California 

69 

2,000 

Oil 

Davis,  Shelby  Cullom  ■ 

309 

Tarrytown,  New  York 

deceased 

Investment  banking 

■k  New  entry.    0  Returnee.  "Dropout. 

t  Near  miss. 
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Day,  Robert  Addison  Jr. 

col 

MVP 

Nil 

DU 

( lie. 

Money  management 

Dayton  family 

COO 

Minneapolis,  Minnesota 

qoo 

yuu 

Dayton  Hudson 

de  Menil  family 

OQC 

coo 

[!.„.(.„  MVP 

Houston;  Nil 

44U 

Inheritance  (Schlumberger  l  td.) 

DeBartolo,  Edward  John  0 

i  cq 
loo 

Boardman,  Ohio 

SO 

oOU 

Shopping  centers 

Dedman,  Robert  Henry  Sr. 

1  "7Q 
I/O 

Dallas,  Texas 

KS 

DO 

/DU 

Country  clubs 

Dell,  Michael  0 

ciQ 

Austin,  Texas 

70. 

4UD 

Dell  Computer 

Demoulas  family 

coo 

Boston  area 

0/D 

Supermarkets 

DeVos,  Richard  Marvin 

i  nc 

Ada,  Michigan 

DO 

a  Ron 

4.DUU 

Amway 

uwer,  Barry  ■ 

■ano 

NYC;  Los  Angeles,  California  et  al. 

c,7 

m/p 

UVl 

Dillon  family 

OQC 

coo 

Far  Hills,  New  Jersey 

DDU 

Inheritance  (Dillon,  Read) 

Disney,  Roy  Edward 

£63 

Los  Angeles,  California 

04 

a  on 
4ZU 

Inheritance  (The  Walt  Disney  Co.) 

HirnAii  /\A/^l+\  fnrviili/ 

uisney  iwaiu  lamny 

OQC 
COO 

Los  Angeles,  California 

A70 
4£U 

Inheritance 

Dixon,  Fitz  Eugene  Jr. 

CO\J 

Lafayette  Hill,  Pennsylvania 

71 

oo  D 

Inheritance 

Dolan,  Charles  Francis 

1  Q"3 

loo 

Oyster  Bay,  New  York 

CQ 
00 

71  c; 
/ID 

Pihln  TV 

laoie  iv 

Donnelley  family 

OQC 

Chicago  origin 

k.k.  uonneney  &  sons 

Dorrance,  Bennett 

1  oo 

Paradise  Valley,  Arizona 

AO 

4o 

1  700 

1/UU 

Inheritance  (Campbell  Soup) 

Dorrance,  John  T.  Ill 

1  OQ 

Lyford  Cay,  Bahamas;  Devil's  Tower,  Wyoming 

DU 

1  700 

1/UU 

Inheritance  (Campbell  Soup) 

du  Pont  (Pierre  Samuel  II)  family 

OQC 
COO 

Wilmington,  Delaware  et  al. 

10  000 
1U.UUU 

Inheritance  (Du  Pont  Co.) 

du  Pont,  Alexis  Felix  Jr. 

o*jp< 
tS\J 

Wilmington,  Delaware 

00 
00 

44U 

Inheritance  (Du  Pont  Co.) 

du  Pont,  Irenee  Jr. 

cW 

Montchanin,  Delaware 

7/1 

/4 

A  00 

4UU 

Inheritance  (Du  Pont  Co.) 

du  Pont,  Willis  Harrington 

260 

Palm  Beach,  Florida 

58 

350 

Inheritance  (Du  Pont  Co.) 

Duke,  Doris  ■ 

309 

Somerville,  New  Jersey 

deceased 

Inheritance 

Durst  family 

288 

NYC  et  a!. 

600 

Real  estate 

Dyson,  Charles  Henry 

258 

NYC 

85 

360 

Conglomerator 

Earhart,  Anne  Catherine  Getty 

212 

Laguna  Beach,  California 

42 

550 

Inheritance  (oil) 

Ebrahimi,  Farhad  Fred 

274 

Denver,  Colorado 

55 

325 

Quark  Inc. 

Edson,  John  Orin 

204 

Seattle,  Washington 

62 

600 

Boats 

Egan,  Michael  S.  t 

312 

Fort  Lauderdale,  Florida 

54 

310 

Rental  cars 

Egan,  Richard  J.  -k 

267 

Hopkinton,  Massachusetts 

58 

340 

EMC  Corp. 

Eisner,  Michael  D. 

263 

Los  Angeles,  California 

52 

340 

The  Walt  Disney  Co. 

Ellis,  Alpheus  Lee 

213 

Tarpon  Springs,  Florida 

88 

525 

Banking 

Ellison,  Lawrence  J. 

114 

Atherton,  California 

50 

2,900 

Oracle  Corp. 

Engelhard,  Jane  B. 

246 

Far  Hills,  New  Jersey 

76 

400 

Inheritance 

Engelstad,  Ralph  L.  * 

239 

Las  Vegas,  Nevada 

64 

400 

Casino 

Farish  family 

288 

Houston  origin 

400 

Inheritance  (Standard  Oil) 

Farmer,  Richard  T. 

232 

Indian  Hill,  Ohio 

59 

435 

Cintas  Corp. 

Feeney,  Charles 

166 

London,  England 

63 

900 

Duty  Free  Shoppers 

Feld,  Kenneth 

260 

Potomac,  Maryland 

46 

350 

Circus 

Field,  Frederick  W.(Ted) 

204 

Beverly  Hills,  California 

42 

600 

Inheritance  (Marshall  Field  &  Co.) 

Fireman,  Paul 

194 

Newton,  Massachusetts 

50 

670 

Reebok 

Fisher,  Donald  George 

190 

San  Francisco,  California 

66 

700 

The  Gap 

Fisher,  Doris  F. 

190 

San  Francisco,  California 

63 

700 

The  Gap 

Fisher,  Lawrence 

220 

NYC 

84 

500 

Real  estate 

Fisher,  Max  Martin 

240 

Franklin,  Michigan 

86 

400 

Oil 

Fisher,  Zachary 

220 

NYC 

83 

500 

Real  estate 

Flagler  family 

288 

Palm  Beach,  Florida  et  al. 

500 

Inheritance  (Standard  Oil) 

Flint,  Lucile  du  Pont 

240 

Greenville,  Delaware 

79 

400 

Inheritance  (Du  Pont  Co.) 

Ford,  Josephine 

177 

Grosse  Pointe  Farms,  Michigan 

70 

585 

Inheritance  (Ford  Motor  Co.) 

Ford,  William  Clay 

177 

Grosse  Pointe  Shores,  Michigan 

69 

785 

Inheritance  (Ford  Motor  Co.) 

Forman,  Michael  Robert! 

309 

Bel  Air,  California 

59 

Real  estate 

Franchetti,  Anne 

210 

Seal  Cove,  Maine 

70s  " 

320 

Textiles 

Freeman,  Houghton  ■ 

310 

Stowe,  Vermont 

73 

American  International  Group 

Fribourg,  Michel 

137 

NYC 

81 

1,000 

Grain  trader 

Frist,  Thomas  F.  Jr. 

173 

Nashville,  Tennessee 

56 

810 

Columbia/HCA  Healthcare  Corp. 

Frost,  Phillip 

234 

Miami  Beach,  Florida 

57 

415 

Medicine 

New  entry.    0  Returnee.  ■Dropout. 

t  Near  miss. 
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o  ■ 

Gallo,  Ernest 

272 

Modesto,  California 

85 

$325 

Wine 

Galvin,  Robert  William 

133 

Barrington  Hills,  Illinois 

72 

1,100 

Motorola 

Gates,  Charles  Cassius  Jr. 

196 

Denver,  Colorado 

73 

645 

Gates  Corp. 

Gates,  William  Henry  III 

103 

Seattle,  Washington 

38 

9,350 

Microsoft 

Gaylord,  Edward  Lewis 

183 

Oklahoma  City,  Oklahoma 

75 

735 

Broadcasting,  publishing 

Geballe,  Frances  K.  * 

196 

Woodside,  California 

73 

310 

Levi  Strauss 

Geffen,  David 

137 

Malibu,  Beverly  Hills,  California 

51 

1,000 

Recording 

Gerry,  Alan 

202 

Liberty,  New  York 

65 

600 

Cable  TV 

Getty,  Caroline  Marie 

212 

San  Francisco,  California 

37 

550 

Inheritance  (oil) 

Getty,  Eugene  Paul  (J.  Paul  Jr.) 

213 

London,  England 

62 

530 

Inheritance  (oil) 

Getty,  Gordon  Peter 

126 

San  Francisco,  California 

60 

1,500 

Inheritance  (oil) 

Getty,  Mark  ★ 

213 

London,  England 

34 

355 

Inheritance  (oil) 

Getty,  Tara  Gabriel  Galaxy  Gramaphone  * 

213 

London,  England 

26 

355 

Inheritance  (oil) 

Gill,  Timothy  E. 

274 

Denver ,  Colorado 

40 

325 

Quark  Inc. 

Glazer,  Guilford 

239 

Beverly  Hills,  California 

73 

400 

Real  estate 

Goizueta,  Roberto  Crispulo 

257 

Atlanta,  Georgia 

62 

360 

Coca-Cola 

Goldman  family 

288 

NYC  area 

600 

Inheritance  (real  estate) 

Goldman,  Rhoda  Haas 

196 

San  Francisco,  California 

70 

420 

Levi  Strauss 

Gonda,  Leslie  L. 

266 

Beverly  Hills,  California 

75 

340 

International  Lease  Finance  Corp. 

Gonda,  Louis  L. 

266 

Beverly  Hills,  California 

46 

340 

International  Lease  Finance  Corp. 

Gore  family 

288 

Newark,  Delaware 

700 

Gore-Tex 

Gottwald  family 

290 

Richmond,  Virginia 

570 

Ethyl  Corp. 

Graham  family 

290 

Washington,  D.C. 

580 

Washington  Post  Co. 

Grainger,  David  William 

266 

Skokie,  Illinois 

66 

340 

Electrical  equipment 

Green,  Pincus 

173 

Meggen,  Switzerland 

59 

800 

Commodities  trading 

Greenberg,  Maurice  (Hank) 

170 

NYC 

69 

855 

American  International  Group 

Guccione,  Robert  Charles  Joseph  Edward  S. 

276 

NYC 

62 

315 

Publishing 

Gund  family 

290 

Cleveland  origin 

1,100 

Inheritance  (Sanka,  banking) 

B 

Haas,  Fritz  Otto  ■ 

309 

Villanova,  Pennsylvania 

deceased 

Rohm  &  Haas 

Haas,  John  C. 

194 

Villanova,  Pennsylvania 

76 

680 

Rohm  &  Haas 

Haas,  Josephine  B. 

196 

San  Francisco,  California 

60s 

640 

Levi  Strauss 

Haas,  Peter  E.  Jr. 

196 

San  Francisco,  California 

46 

485 

Levi  Strauss 

Haas,  Peter  Sr. 

129 

San  Francisco,  California 

75 

1,300 

Levi  Strauss 

Haas,  Robert  D. 

196 

San  Francisco,  California 

52 

470 

Levi  Strauss 

Haas,  Walter  A.  Jr. 

196 

San  Francisco,  California 

78 

490 

Levi  Strauss 

Haebler  family 

290 

Milwaukee,  Wisconsin  et  al. 

830 

Intl.  Flavors  &  Fragrances 

Hall,  Donald  Joyce 

136 

Mission  Hills,  Kansas 

66 

1,000 

Inheritance  (Hallmark) 

Hamilton,  Dorrance  Hill 

166 

Wayne,  Pennsylvania;  Newport,  Rhode  Island 

66 

800 

Inheritance  (Campbell  Soup) 

Hammons,  John  Quentin  ■ 

310 

Springfield,  Missouri 

72 

Hotels 

Harbert,  John  Murdoch  III 

206 

Birmingham,  Alabama 

73 

590 

Construction 

Hardie,  Mary  Jane  Hoiles 

250 

Marysville,  California 

72 

385 

Publishing 

Hascoe,  Norman 

270 

Greenwich,  Connecticut 

65 

330 

Semiconductor  materials 

Hearst,  Austin 

165 

NYC 

42 

450 

Inheritance 

Hearst,  David  Whitmire  Jr. 

165 

Los  Angeles,  California 

49 

450 

Inheritance 

Hearst,  George  Randolph  Jr. 

165 

Los  Angeles,  California 

67 

450 

Inheritance 

Hearst,  Randolph  Apperson 

165 

NYC 

78 

900 

Inheritance 

Hearst,  William  Randolph  III 

165 

San  Francisco,  California 

45 

450 

Inheritance 

Heinz,  Teresa  F. 

194 

Fox  Chapel,  Pennsylvania;  Washington,  D.C. 

56 

655 

Inheritance  (H.J.  Heinz  Co.) 

Helmsley,  Harry  Brakmann 

129 

NYC;  Greenwich,  Connecticut 

84 

1,300 

Real  estate 

Herb,  Marvin 

239 

Chicago,  Illinois 

57 

400 

Bottling 

Hess,  Leon 

183 

NYC;  Deal,  New  Jersey 

80 

745 

Amerada  Hess 

Hewlett,  William  Redington 

125 

Portola  Valley,  California 

81  ' 

1,750 

Hewlett-Packard 

Heyman,  Samuel  J. 

258 

NYC 

55 

355 

GAF  Corp. 

Hill,  Margaret  Hunt 

133 

Dallas,  Texas 

78 

1,100 

Inheritance  (oil) 

Hillblom,  Larry  L.  t 

312 

Saipan,  Northern  Mariana  Islands 

51 

300 

DHL  Corp. 

Hillenbrand  family 

290 

Batesville,  Indiana  et  al. 

1,400 

Caskets,  hospital  beds 

★  New  entry.    0  Returnee.    ■  Dropout,    t  Near 

miss. 
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Hiliman,  Henry  Lea 

119 

Pittsburgh,  Pennsylvania 

75 

$2,200 

Industrialist 

Hillman,  Howard  Butcher" 

309 

Greenwich,  Connecticut 

60 

Inheritance 

Hiliman,  Tatnall  Lea  ■ 

309 

Radnor,  Pennsylvania 

56 

Inheritance 

Hilton,  William  Barron  0 

262 

Holmby  Hills,  California 

66 

345 

Hilton  Hotels 

Hixon  family 

290 

Pasadena,  California 

1,000 

Connectors 

Hobby,  Oveta  Culp 

244 

Houston,  Texas 

89 

400 

Media 

Hoiles,  Harry  Howard 

250 

Colorado  Springs,  Colorado 

78 

385 

Publishing 

Holding,  Robert  Earl  ★ 

200 

Salt  Lake  City,  Utah;  Cheyenne,  Wyoming 

67 

600 

Oil  refining 

Hollingsworth,  John  D. 

218 

Greenviile,  South  Carolina 

76 

500 

Textile  machinery 

Horvitz  family 

290 

Cleveland,  Ohio  area;  Fort  Lauderdale,  Florida 

900 

Inheritance  (media) 

Hostetter,  Amos  Barr  Jr. 

176 

Boston,  Massachusetts 

57 

800 

Continental  Cablevision 

Houghton  family 

290 

Corning,  New  York 

470 

Corning  Glass  Works 

Howard,  Robert  Staples 

274 

Rancho  Santa  Fe,  California 

70 

325 

Publishing 

Huber  family 

292 

Rumson,  New  Jersey 

500 

J.M.  Huber  Corp. 

Huffington  family 

292 

Houston,  Texas;  Santa  Barbara,  California 

400 

Oil 

Huffington,  Roy  Michael  ■ 

310 

Houston,  Texas 

77 

Oil 

Hughes  family 

292 

California,  Nevada 

1,000 

Hughes  Aircraft 

Huizenga,  Harry  Wayne 

183 

Fort  Lauderdale,  Florida 

56 

700 

Blockbuster  Entertainment 

Hunt,  Caroline  Rose 

226 

Dallas,  Texas 

71 

450 

Inheritance  (oil) 

Hunt,  Johnnie  Bryan 

268 

Goshen,  Arkansas 

67 

335 

Trucking 

Hunt,  Ray  Lee 

126 

Dallas,  Texas 

51 

1,600 

Inheritance  (Oil) 

Huntsman,  Jon  Meade 

137 

Salt  Lake  City,  Utah 

57 

1,000 

Plastics,  chemicals 

Hyde,  Joseph  Reeves  III 

226 

Memphis,  Tennessee 

51 

450 

Auto  parts 

Icahn,  Carl  Celian 

246 

Bedford,  New  York 

58 

400 

Financier 

Idema  family 

292 

Grand  Rapids,  Michigan 

945 

Steelcase 

Hitch,  Michael 

221 

Detroit,  Michigan  area 

65 

500 

Pizza 

Ingram,  Erskine  Bronson 

129 

Nashville,  Tennessee 

62 

1,300 

Distribution 

Jacobs,  Jeremy  Maurice 

224 

East  Aurora,  New  York 

54 

450 

Sports  concessions 

Jacobs,  Richard  E.  0 

252 

Lakewood,  Ohio;  NYC 

69 

380 

Shopping  centers 

Jamail,  Joseph  Dahr  Jr. 

191 

Houston,  Texas 

69 

700 

Lawsuits 

Jenkins  family 

292 

Lakeland,  Florida 

1,000 

Publix  Super  Markets 

Johnson  family 

292 

Princeton,  New  Jersey  et  al. 

1,200 

Johnson  &  Johnson 

Johnson,  Barbara  Piasecka 

167 

Princeton,  New  Jersey 

57 

900 

Inheritance  (Johnson  &  Johnson) 

Johnson,  Charles  B. 

196 

Hillsborough,  California 

61 

640 

Franklin  Resources  Inc. 

Johnson,  Edward  Crosby  III 

106 

Boston,  Massachusetts 

64 

5,100 

Fidelity  Investments 

Johnson,  Rupert  H.  Jr. 

196 

Hillsborough,  California 

54 

500 

Franklin  Resources  Inc. 

Johnson,  Samuel  Curtis 

124 

Racine,  Wisconsin 

66 

1,750 

Johnson  Wax 

Jones,  Glenn  Robert  -k 

267 

Denver,  Colorado 

64 

340 

Cable  TV 

Jones,  Jerral  Wayne  * 

276 

Dallas,  Texas 

52 

320 

Oil  and  gas 

Jordan  family 

292 

Boston  origin 

925 

Inheritance  (media,  retailing) 

Joseph,  George  ■ 

309 

Los  Angeles,  California 

72 

Mercury  General  Corp. 

Kaiser,  George  B. 

239 

Tulsa,  Oklahoma 

52 

400 

Oil  and  gas 

Kamins,  Philip  Evans 

268 

Beverly  Hills,  California 

58 

335 

Plastics,  chemicals 

Kauffman,  Muriel 

216 

Mission  Hills,  Kansas 

70s 

500 

Inheritance 

Keck,  Howard  Brighton 

250 

Los  Angeles,  California 

81 

385 

Inheritance  (Superior  Oil  Co.) 

Keinath,  Pauline  MacMillan 

168 

St.  Louis,  Missouri 

60 

570 

Cargill,  Inc. 

Kelley  family 

294 

Honolulu,  Hawaii 

440 

Hotels 

Kelly,  William  Russell 

212 

Fort  Lauderdale,  Florida 

88 

545 

Kelly  Services 

Kennedy  family 

294 

Boston  origin 

350 

Inheritance 

Kerkorian,  Kirk 

118 

Beverly  Hills,  California,  Las  Vegas,  Nevada 

77 

2,500 

Investments 

Kimmel,  Sidney 

249 

Philadelphia,  Pennsylvania;  NYC 

65 

390 

Jones  Apparel 

Kleberg  family 

294 

King  Ranch,  Texas 

700 

Inheritance 

Kluge,  John  Werner 

103 

Charlottesville,  Virginia;  NYC 

80 

5,900 

Metromedia 

Knight,  Philip  Hampson 

125 

Hillsboro,  Oregon 

56 

1,700 

Nike.  Inc. 

Koch,  Charles  de  Ganahl 

130 

Wichita,  Kansas 

58 

1,200 

Inheritance  (oil  services) 

Koch,  David  Hamilton 

130 

NYC 

54 

1,200 

Inheritance  (oil  services) 

+  New  entry.    0  Returnee.    ■  Dropout. 

t  Near  miss. 
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Primary  <;ntirrp^ 

Koch,  Frederick  Robinson 

190 

London,  England;  Monaco;  NYC 

60 

$500 

Inheritance  (oil  services) 

Koch,  William  Ingraham 

190 

Palm  Beach,  Florida 

54 

700 

Inheritance  (oil  services) 

Kohlberg,  Jerome  Spiegel  Jr. 

194 

Mount  Kisco,  New  York 

69 

650 

LBOs 

Kohler  family 

294 

Kohler,  Wisconsin  origin 

550 

Plumbing  fixtures 

Koshland,  Daniel  E.  Jr.  ★ 

196 

Lafayette,  California 

74 

310 

Levi  Strauss 

Kovner,  Bruce 

224 

NYC  • 

49 

450 

Trading 

Kravis,  Henry  R. 

177 

NYC 

50 

780 

LBOs 

Krehbiel,  Frederick  A.  ir 

OAT 

207 

t j *  „  j _  i _  nil—-:- 

Hinsdale,  Illinois 

53 

4/5 

Molex  Inc. 

Krehbiel,  John  Hammond  Jr.  ★ 

207 

Lake  Forest,  Illinois 

57 

580 

Molex  Inc. 

Krehbiel,  John  Hammond  Sr.  ■ 

309 

Lisle,  Illinois 

deceased 

Molex  Inc. 

Kroc,  Joan  Beverly 

128 

Rancho  Santa  Fe,  California 

66 

1,400 

Inheritance  (McDonald's) 

Landegger  family 

£13H 

MVf 
KTL 

Dili) 

Paper  mills 

Lauder,  Estee 

lob 

ml, 

ageless 

1  ,uuu 

Cosmetics 

Lauder,  Leonard  Alan 

MVP 

Nit 

CI 

bl 

i  Ann 
i.UUU 

Cosmetics 

Lauder,  Ronald  Steven 

loo 

wvr 

t>n 

DU 

Cosmetics 

Lauren  Ralnh 

218 

NYC 

55 

500 

Annarpl 

riUUQl  CI 

Lebensfeld,  Harry  ■ 

309 

NYC 

deceased 

UIS  Inc. 

Lee,  Thomas  Haskell 

233 

Boston,  Massachusetts 

50 

420 

LBOs 

LeFrak,  Samuel  Jayson 

134 

NYC 

76 

1,100 

Real  estate 

Lennon,  Fred  A. 

136 

Chagrin  Falls,  Ohio 

88 

1,000 

Valves,  pipe  fittings 

Lerner,  Alfred 

172 

Shaker  Heights,  Ohio 

61 

850 

Banking 

Levine,  Leon  ■ 

309 

Charlotte,  North  Carolina 

57 

Family  Dollar  Stores 

Levine,  Stuart  Robert 

207 

Stratham,  New  Hampshire 

36 

580 

Cabletron  Systems 

Levy,  Leon  -k 

276 

NYC 

69 

310 

Money  manager 

Lewis,  Peter  Benjamin 

214 

Beachwood,  Ohio 

60 

515 

Progressive  Corp. 

Lilly  family 

294 

Indianapolis,  Indiana 

1,200 

Pharmaceuticals 

Lindemann,  George 

206 

Wellington,  Florida 

58 

590 

Cable,  cellular 

Lindner,  Carl  Henry  Jr. 

194 

Cincinnati,  Ohio 

75  -  f# 

660 

Insurance 

Littlefield,  Edmund  Wattis 

257 

Burlingame,  California 

80 

360 

Utah  International 

Litwin,  Leonard 

212 

NYC 

78 

550 

Real' estate 

Louis,  John  Jeffry 

166 

Winnetka,  Illinois 

69 

900 

Inheritance  (Johnson  Wax) 

Lupton,  John  Thomas 

220 

Lookout  Mountain,  Fennessee 

68 

500 

Coca-Cola  bottling 

Lurie,  Robert  Alfred  ■ 

310 

San  Francisco,  California 

65 

Real  estate 

Lykes  family 

294 

Tampa,  Florida  et  al. 

900 

Shipping 

Lyon,  Frank  Jr. 

267 

Boca  Raton,  Florida 

53 

335 

Bottling 

MacElree,  Jane  Cox  ■ 

310 

Newtown  Square.  Pennsylvania 

65 

Inheritance  (Dow  Jones) 

MacMillan,  Cargill  Jr. 

168 

Wayzata,  Minnesota 

67 

570 

Cargill,  Inc. 

MacMiilan,  John  Hugh  III 

168 

Hillsboro  Beach,  Florida 

66 

570 

Cargill,  Inc. 

MacMillan,  W.  Duncan 

168 

Wayzata,  Minnesota 

64 

570 

Cargill,  Inc. 

MacMillan,  Whitney 

168 

Minneapolis.  Minnesota 

65 

570 

Cargill,  Inc. 

Maglica,  Anthony  t 

318 

Anaheim,  California 

64 

285 

Flashlights 

Magness,  Bob  John 

132 

Englewood,  Colorado 

70 

1,200 

TCI 

Malone,  John  C. 

208 

Parker,  Colorado 

53 

565 

Cable  TV 

Malone,  Mary  Alice  Dorrance 

129 

Coatesville,  Pennsylvania 

44 

1,200 

Inheritance  (Campbell  Soup) 

Mandel,  Jack  N. 

233 

Shaker  Heights,  Ohio 

82 

410 

Premier  Industrial  Corp. 

Mandel,  Joseph  C. 

233 

Lyndhurst,  Ohio 

80 

400 

Premier  Industrial  Corp. 

Mandel,  Morton  L. 

233 

Shaker  Heights,  Ohio 

73 

420 

Premier  Industrial  Corp. 

Manoogian,  Richard  Alexander 

224 

Grosse  Pointe  Farms,  Michigan 

58 

460 

Masco  Corp. 

Marcus,  Bernard 

191 

Atlanta,  Georgia 

65 

700 

Home  Depot 

Marion,  Anne  Windfohr 

272 

Fort  Worth,  Texas 

55 

330 

Inheritance 

Maritz,  William  Edward  ■  t 

309,316 

St.  Louis,  Missouri 

65 

300 

Business  services 

Marks,  Nancy  Smith  Lurie  * 

257 

Chestnut  Hill,  Massachusetts  area 

60s 

375 

Harcourt  General  Inc. 

Marriott,  John  WillardJr.O 

230 

Washington,  D.C. 

62 

415 

Hotels 

Marriott,  Richard  Edwin  0 

230 

Washington,  D.C. 

55 

440 

Hotels 

Mars,  Forrest  Edward  Jr. 

115 

McLean,  Virginia 

63 

2,500 

Inheritance  (candy) 

Mars,  Forrest  Edward  Sr. 

115 

Las  Vegas,  Nevada 

80s 

2,500 

Inheritance  (candy) 

*  New  entry.    0  Returnee.    ■  Dropout. 

t  Near  miss. 
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The  best  relationships  have  no  secrets. 
The  same  goes  for  investments. 

Defined  Asset  Funds    are  unit  investment  trusts  that  have  heen  a  part  of  smart  financial  plans 
for  over  twenty  years.  Because  unlike  some  other  investments,  you  know  what  you  re  investing  in  hefore 
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-  Merrill  Lynch  — 

Smith  Barney  •  PaineWebber  •  Prudential  Securities  •  Dean  Witter 
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Mars,  John  Franklyn 

115 

Arlington,  Virginia 

58 

$2,500 

Inheritance  (candy) 

Marshall,  Barbara  Hall 

214 

Kansas  City,  Missouri 

71 

500 

Inheritance  (Hallmark) 

Marshall,  James  Howard  II 

230 

Houston,  Texas 

89 

445 

Oil 

Mathile,  Clayton  Lee 

244 

Dayton,  Ohio 

53 

400 

Pet  food 

May,  Cordelia  Scaife 

202 

Ligonier,  Pennsylvania 

66 

600 

Inheritance 

May,  Irene  Sophie  du  Pont 

240 

Wilmington,  Delaware 

93 

400 

Inheritance  (Ou  Pont  Co.) 

McCaw,  Bruce  R. 

176 

Bellevue,  Washington 

47 

610 

McCaw  Cellular 

McCaw,  Craig  0. 

176 

Bellevue,  Washington 

45 

800 

McCaw  Cellular 

McCaw,  John  Elroy  Jr. 

176 

Seattle,  Washington 

43 

560 

McCaw  Cellular 

McCaw,  Keith  W. 

176 

Seattle,  Washington 

41 

590 

McCaw  Cellular 

McClatchy  family 

294 

Sacramento,  California 

620 

Newspapers 

McEvoy,  Nan  Tucker 

257 

San  Francisco,  Calitornia 

75 

370 

Publishing 

McGlothlin,  James 

267 

Bristol,  Tennessee 

53 

335 

Coal 

McGovern,  Patrick  Joseph 

220 

Nashua,  New  Hampshire 

57 

500 

Publishing 

McGraw  family 

298 

NYC 

690 

McGraw-Hill 

McLane,  Robert  Drayton  Jr. 

270 

Temple,  Texas 

58 

330 

Grocery  distribution 

Mead  family 

298 

Wisconsin  Rapids,  Wisconsin 

790 

Consolidated  Papers 

Meijer  family 

298 

Grand  Rapids,  Michigan 

1,200 

Retailing 

Mellon  family 

298 

Pittsburgh,  Pennsylvania  area 

5,000 

Inheritance 

Mellon,  Paul 

134 

Upperville,  Virginia 

87 

1,000 

Inheritance 

Mellon,  Richard  Prosser  ■ 

309 

Ligonier,  Pennsylvania 

55 

Inheritance 

Mellon,  Seward  Prosser  ■ 

309 

Ligonier,  Pennsylvania 

52 

Inheritance 

Mellon,  Timothy  ■ 

309 

Manchester,  New  Hampshire 

52 

Inheritance 

Menard,  John  R.  Jr.  ir 

240 

Eau  Claire,  Wisconsin 

54 

400 

Home  improvement 

Mennen  family 

298 

Morristown,  New  Jersey 

800 

The  Mennen  Co. 

Milbury,  Cassandra  Mellon  ■ 

309 

Ligonier,  Pennsylvania 

54 

Inheritance 

Milken,  Lowell  Jay 

224 

Los  Angeles,  California 

45 

360 

Junk  bonds 

Milken,  Michael  Robert 

224 

Los  Angeles,  California 

48 

450 

Junk  bonds 

Milliken,  Gerrish 

210 

Greenwich,  Connecticut 

n 

320 

Textiles 

Milliken,  Roger 

210 

Spartanburg,  South  Carolina 

78 

550 

Textiles 

Mills,  Alice  Francis  du  Pont 

230 

Hobe  Sound,  Florida 

81 

440 

Inheritance  (Du  Pont  Co.) 

Milstein,  Monroe  Gary 

222 

Burlington,  New  Jersey 

67 

485 

Burlington  Coat  Factory 

Miner,  Robert  N. 

192 

San  Francisco,  California 

50 

685 

Oracle  Corp. 

Mitchell,  George  Phydias 

208 

Houston,  Texas 

75 

575 

Oil  and  gas 

Monaghan,  Thomas  Stephen 

221 

Ann  Arbor,  Michigan 

57 

500 

Domino's  Pizza 

Moncrief,  William  Alvin  (Tex)  Jr. 

270 

Fort  Worth,  Texas 

74 

330 

Oil  and  gas 

Moore,  Gordon  Earle 

126 

Santa  Clara  County,  California 

65 

1,500 

Intel  Corp. 

Moore,  Jerry  J.  ■ 

310 

Houston,  Texas 

66 

Shopping  centers 

Moores,  John  Jay  ■ 

310 

Sugar  Land,  Texas 

50 

Software 

Moran,  James  Martin 

196 

Hillsboro  Beach,  Florida 

76 

650 

Toyotas 

Munger,  Charles  Thomas 

252 

Los  Angeles,  California 

70 

380 

Berkshire  Hathaway 

Murdoch,  Keith  Rupert 

111 

NYC  et  al. 

63 

4,000 

Publishing 

Murdock,  David  Howard 

170 

Bel  Air,  California 

71 

855 

Real  estate 

Murphy,  Charles  H.  Jr. 

252 

E!  Dorado,  Arkansas 

74 

385 

Murphy  Oil 

Naify,  Marshall 

192 

San  Francisco,  California 

74 

400 

Movie  theaters 

Naify,  Robert  Allen 

192 

San  Francisco,  California 

72 

690 

Movie  theaters 

Newhouse,  Donald  Edward 

110 

NYC 

64 

4,000 

Publishing 

Newhouse,  Samuel  1.  Jr. 

110 

NYC 

66 

4,000 

Publishing 

Nicholas,  Peter  M.  -k 

210 

Boston  area,  Massachusetts 

53 

555 

Medical  Devices 

Noorda,  Raymond  J. 

221 

Provo,  Utah 

70 

500 

Novell  Inc. 

Nordstrom  family 

298 

Seattle,  Washington 

1,500 

Retailing 

Norris  family 

298 

Marshalltown,  Iowa  origin 

800 

Lennox  International 

Norris,  Diana  Strawbridge 

166 

Palm  Beach,  Florida 

55 

390 

Inheritance  (Campbell  Soup) 

O'Connor  family 

298 

Victoria,  Texas 

600 

Inheritance 

O'Neill  family 

299 

Los  Angeles  area 

500 

Real  estate 

New  entry.    0  Returnee.    ■  Dropout. 

t  Near  miss. 
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p  m 

Packard,  David 

122 

Los  Altos  Hills,  California 

83 

$2,200 

Hewlett-Packard 

Pamplin,  Robert  6oir,seau  Jr. 

186 

Lake  Oswego,  Oregon 

53 

700 

Textiles 

Pamplin,  Robert  Boisseau  Sr.  ■ 

310 

Portland,  Oregon 

82 

Textiles 

Park,  Roy  Hampton  ■ 

309 

Ithaca,  New  York 

deceased 

Media 

Pasculano,  Lynne  * 

263 

NYC;  Greenwich.  Connecticut 

53 

345 

UIS  Inc 

Pearson,  Edith  du  Pont 

260 

Montchanin,  Delaware 

82 

350 

Inheritance  (Du  Pont  Co.) 

Peery,  Richard  Taylor 

216 

Palo  Alto,  California 

54 

500 

Real  estate 

Peltz,  Nelson 

202 

Bedford,  New  York;  Palm  Beach,  Honda 

52 

600 

Leveraged  buyouts 

Pennington,  Claude  (Doc)  B. 

214 

Baton  Rouge,  Louisiana 

94 

500 

Oil  and  gas 

Pennington,  William  Norman 

213 

Reno,  Nevada 

71 

480 

Circus  Circus 

Penske,  Roger  t 

318 

Red  Bank,  New  Jersey 

57  ~ 

285 

Cars  and  engines 

Perdue,  Franklin  Parsons 

201 

Salisbury,  Maryland 

74 

600 

Chickens 

Perelman,  Ronald  Owen 

107 

NYC 

51 

4,500 

Leveraged  buyouts 

Perenchio,  Andrew  Jerrold 

240 

Bel  Air,  California 

63 

400 

Television 

Perot,  Henry  Ross 

118 

Dallas,  Texas 

64 

2,500 

Computer  services 

Perry,  Claire  Eugenia  Getty 

212 

San  Francisco,  California 

40 

550 

Inheritance  (oil) 

Petersen,  Robert  Einar 

257 

Beverly  Hills,  California 

68 

375 

Publishing 

Petrie,  Milton 

165 

NYC;  Southampton,  New  York 

92 

940 

Petrie  Stores 

Pew  family 

299 

Philadelphia  origin 

450 

Inheritance  (Sun  Oil  Co.) 

Phipps  family 

299 

NYC 

2,000 

Inheritance  (Bessemer  Trust) 

Phipps,  Howard  Jr.  ■ 

310 

Old  Westbury,  New  York 

60 

Inheritance  (Bessemer  Trust) 

Pictet,  Marion  MacMillan 

168 

Hamilton  Beach,  Bermuda 

62 

570 

Cargill,  Inc. 

Pigott  family 

299 

Bellevue,  Washington 

775 

Inheritance  (Paccar) 

Pitcairn  family 

299 

Bryn  Athyn,  Pennsylvania  et  al. 

1,100 

Inheritance  (PPG  Industries) 

Pohlad,  Carl  Ray 

183 

Minneapolis,  Minnesota 

79 

710 

Banking 

Posner,  Victor  0 

233 

Miami  Beach,  Florida 

76 

425 

Investments 

Primm,  Gary  Ernest  + 

263 

Las  Vegas,  Nevada 

54 

340 

Casinos 

Pritzker,  Jay  Arthur 

119 

Chicago,  Illinois 

72 

2,200 

finance,  etc. 

Pritzker,  Robert  Alan 

119 

Chicago,  Illinois 

68 

2,200 

finance,  etc. 

Pulitzer  family 

299 

St.  Louis,  Missouri 

725 

Inheritance  (publishing) 

R 

Rainwater,  Richard  E. 

191 

Fort  Worth,  Texas 

50 

700 

Investments 

Redstone,  Sumner  Murray 

111 

Newton  Centre,  Massachusetts 

71 

4,000 

Viacom,  Inc. 

Reed  family 

300 

Seattle,  Washington 

1,000 

Lumber,  paper 

Reid,  Elizabeth  Ann 

214 

Denton,  Texas 

72 

500 

Inheritance  (Hallmark) 

Reinhart,  Dewayne  B. 

230 

La  Crosse,  Wisconsin 

74 

450 

Wholesale  foods 

Rich,  Marc 

173 

Meggen,  Switzerland 

59 

800 

Commodities  trading 

Rich,  Robert  Edward  Sr. 

208 

Buffalo,  New  York;  Palm  Beach,  Florida 

81 

570 

Food  products 

Richardson  family 

300 

Greensboro,  North  Carolina 

885 

Inheritance  (Richardson-Vicks) 

Riggio,  Leonard  ■* 

270 

NYC 

53 

330 

Bookstores 

Rinker,  Marshall  Edison  (Doc)  Sr. 

278 

Palm  Beach,  Florida 

89 

310 

Concrete 

Roberts,  George  R. 

177 

San  Francisco  Bay  area 

50 

780 

LBOs 

Roberts,  Ralph  J. 

260 

Coatesville,  Pennsylvania 

74 

350 

Comcast  Corp. 

Robinson,  Jesse  Mack 

250 

Atlanta,  Georgia 

71 

385 

Banking 

Rockefeller  (John  D.)  family 

300 

NYC  et  al. 

6,000 

Inheritance  (oil) 

Rockefeller,  David  Sr. 

130 

NYC;  Tarrytown,  New  York 

79 

1,200 

Inheritance  (oil) 

Rockefeller,  Laurance  Spelman 

133 

NYC;  Tarrytown,  New  York 

84 

1,100 

Inheritance  (oil) 

Rockefeller,  Winthrop  Paul 

138 

Morrilton,  Arkansas 

45 

1,000 

Inheritance  (oil) 

Rollins  family 

300 

Atlanta,  Georgia;  Wilmington,  Delaware 

600 

Inheritance 

Rosenwald  family 

300 

NYC  etal. 

450 

Inheritance  (Sears,  Roebuck) 

Rowling,  Reese  Mcintosh 

186 

Corpus  Christi,  Texas 

66 

700 

Oil  and  gas 

Rust,  Eleanor  Francis  du  Pont* 

309 

Thomasville,  Georgia 

deceased. 

Inheritance  (Du  Pont  Co.) 

Ryan,  Patrick  George 

222 

Winnetka,  Illinois 

57 

490 

Insurance 

Sakioka,  Katsumasa  (Roy) 

260 

Costa  Mesa,  California 

96 

350 

Real  estate 

Sammons  family 

300 

Dailas,  Texas 

735 

Inheritance 

Sandler  family 

300 

Oakland,  California 

420 

Banking 

♦  New  entry.    0  Returnee.  "Dropout. 

t  Near  miss. 
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ITT  Sheraton,  you'll  find  desks  with 
»nes,  morning  newspaper  delivery, 
fee  makers,  and  exclusive  Club  Level 

TAY  AT  SOME  OF  THE 
/ORLD'S  BEST  HOTELS 
AND  GET  A  CHANCE 

TO  STAY  AT  THE 
GRID'S  BEST  RESORTS 


>rs*  Plus,  you'll  be  able  to  stay  in 
ch  with  your  office  easily  by  using 
AT&T  Corporate  Calling  Card.  If  you 
't  already  have  an  AT&T  Corporate 
ing  Card,  call  1-800-682-1060  today 
)rder  one.  As  for  vacations,  join 

Sheraton  Club  International,  and 
'11  quickly  earn  ClublVliles  toward 
:  travel  and  hotel  stays  in  any  of 

world  class  resorts.  For  reser- 
ions,  call  your  travel  professional 
ITT  Sheraton 

-800-325-3535.       SM',8qo  1111 


Am 

89125  3  856 


J 


ITT 


Sheraton 


JR  WORLD  REVOLVES  AROUND  YOU 

i  few  of  ihe  ITT  Sheraton  properties  around  the  world:  South  America:  Sheraton  Buenos  Aires  Hotel  &  Towers,  Sheraton  San  Cristobal  Hotel  &  Towers,  Sheraton  Rio  Hotel 
>wers  Mexico  &  Caribbean:  Sheraton  Maria  Isabel  Hotel  &  Towers,  Sheraton  Port  De  Plaisanee  Resort  &  Casino  Canada:  Sheraton  Centre  Toronto  Hotel  &  Towers,  Le  Centre 
on  Hotel  &  Towers  Europe:  Sheraton  Park  Tower  Hotel,  London,  Sheraton  Brussels  Hotel  &  Towers  Asia:  Sheraton  Hong  Kong  Hotel  &  Towers,  Royal  Orchid  Hotel  &  Towers, 
ok,  Sheraton  Grande  Tokyo  Bay  Hotel  &  Towers,  Sheraton  Fiji  Resort  "Available  at  most  ITT  Sheraton  hotels  in  major  U.S.  cities.  SCI  available  at  participating  properties  only. 
4  ITT  Sheraton  Corporation.  S 
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56 
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Chester  County.  Pennsylvania 

56 

395 

Inhpritanrp  (Pamnhpll  ^nnn) 
niiicindin_c  \ u g  1 1 1  p ucm  ouuij/ 

Stryker  family 

302 

Kalamazoo,  Michigan 

450 

Inheritance  (Stryker  Corp.) 

Stuart  family 

304 

Seattle,  Washington 

700 

Inheritance  (Carnation  Co.) 

Sulzberger  family 

304 

NYC 

470 

New  York  Times 

Swig  family 

304 

San  Francisco 

485 

Real  estate 

Taper,  Sydney  Mark 

262 

Beverly  Hills,  California 

93 

350 

First  Charter  Financial  Corp. 

Tauber,  Laszlo  Nandor  ■ 

310 

Potomac,  Maryland 

79 

Real  estate 

Taubman,  A.  Alfred 

234 

Bloomfield  Hills,  Michigan;  NYC 

69 

405 

Shopping  centers 

Taylor  family 

304 

Boston  origin 

600 

Inheritance  (publishing) 

Taylor,  Jack  Crawford 

176 

St.  Louis,  Missouri 

72 

800 

Auto  rentals 

Teel,  Joyce  Raley  -k 

257 

Sacramento,  California 

63 

360 

Supermarkets 

k  New  entry.    0  Returnee.  ■Dropout. 

t  Near  miss. 
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G.T.  Global:  Investing  in  the 
Pacific  Rim  since  1971. 


hen  G.T  Global  opened 
its  first  office  in  the 
Pacific  Rim,  investing 
abroad  was  a  foreign  concept  for  most 
U.S.  investors.  The  case  for  investing  in 
that  dynamic  region  was  strong  then; 
we  believe  it's  even  stronger  now. 

RAPID  GROWTH... 

The  Pacific  Rim  offers  expanding 
industrial  capabilities  and  rapid  econom- 
ic growth.  South  Korea,  for  example, 
boasts  an  industrial  base  considered 
second  only  to  Japan's  in  Asia.  Taiwan's 
GDP  has  grown  more  than  6%  a  year 
(on  average)  for  the  last  two  decades! 
While  past  economic  growth  does  not 
predict  future  performance,  we  believe 
the  region's  low  wages  and  skilled  work 
force  will  continue  to  —————— 

attract  companies 


to  the  Pacific  Rim. 

...AND  HIGH 
DOMESTIC 
SAVINGS... 


Pacific  Rim  Savings  Rates 

Per  U.S.  $100  of  Income 


Singapore 
$46.90 


Hong 
Kong 
$34.00 


Japan 
$33.40 


U.S.  $15.00 


Strong  economic 
growth  increases 
wealth  in  the  Pacific 
Rim,  and  many  citi- 
zens have  become  — ^— — 
avid  savers.  Singaporeans,  for  example, 
save  an  astonishing  $46.90  from  every 
$100  of  income!* 

...MAY  DRIVE  MARKETS  HIGHER. 

This  combination  of  growth  and  high 
savings,  we  believe,  can  fuel  Asian  mar- 


kets. In  just  one  decade  (1983-1993), 
capitalization  of  Pacific  Rim  stock  mar- 
kets grew  almost  six-fold,  from  over 
$600  billion  to  $3.8  trillion'. 

Investing  in 
the  Pacific  Rim 
demands  local 
market  expertise 
and  global  experi- 
ence. G.T  Global 
professionals 
work  from  offices 
in  Hong  Kong, 
Singapore,  Syd- 
ney, and  Tokyo. 
And  we've  been 


If  you  are  considering  investing  in 
the  Pacific  Rim -or  anywhere  else  in 
the  world-consult  your  financial 
advisor  or  call  G.T  Global. 


WHEN  YOU  INVEST  FOR  YOUR 
FUTURE,  THINK  GLOBAL... 
G.T.  GLOBAL. 


articulating  a  clear  view  of  the  world 
since  1969.  Our  professionals  are 
experts  in  international  investing,  and 
carefully  consider,  as  all  investors 
should,  the  impact  on  global  markets 
of  currency  fluctuations  and  economic 
and  political  change. 


G.T.  GLOBAL 

1-800-824-1580 

50  California  Street,  27th  Floor 
San  Francisco,  CA  94111 

LONDON    HONGKONG    SINGAPORE    TOKYO    SYDNEY    SAN  FRANCISCO 


tMorgan  Stanley  Capital  International,  1993.     t  Pacific  Economic  Digest,  December  1993. 

You  will  receive  a  free  guide  to  the  G.T.  Global  New  Pacific  Growth  Fund  or  the  G.T.  Global  Japan  Growth  Fund  with  a  prospectus  containing  more  complete 
information,  including  charges,  expenses,  and  the  risks  associated  with  global  and  emerging  market  investing,  including  political  and  currency  risks.  Please  read 
the  prospectus  carefully  before  investing.  G.T.  Global  Financial  Services,  Inc.,  Distributor.  Earth  images  ©1994  C.E.  Henderson,  Gualala,  Calif. 
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Temple  family 

304 

Diboll,  Texas  origin 

$870 

Inheritance  (timber) 

Terra,  Daniel  James 

194 

Northbrook,  Illinois 

83 

660 

Lawter  International 

Thorne,  Oakleigh  Blakeman  I 

312 

Mil  1  brook.  New  York 

62 

305 

Commerce  Clearing  House 

Tisch,  Laurence  Alan 

132 

Westchester  County,  New  York 

71 

1,135 

Loews  Corp. 

Tisch,  Preston  Robert 

132 

NYC;  Harrison,  New  Jersey 

68 

1,135 

Loews  Corp. 

Turner,  Robert  Edward  (Ted) 

126 

Roswe'll,  Georgia 

55 

1,600 

Turner  Broadcasting  System  Inc. 

Turner,  William  B. 

278 

Columbus,  Georgia 

71 

310 

Inheritance  (Coca-Cola  stock) 

Tyson,  Barbara 

165 

Fayetteville,  Arkansas 

45 

745 

Tyson  Foods 

Tyson,  Donald  John 

165 

Springdale,  Arkansas 

64 

925 

Tyson  Foods 

u  . 

Udvar-Hazy,  Steven  Ferencz 

263 

Beverly  Hills,  California 

48 

345 

International  Lease  Finance  Co. 

Ueltschi,  Albert  Lee 

226 

Irving,  Texas 

11 

450 

FlightSafety  International 

Unanue  family 

304 

Secaucus,  New  Jersey  et  al. 

460 

Goya  Foods 

Upjohn  family 

304 

Kalamazoo,  Michigan 

985 

Inheritance  (Upjohn  Co.) 

Y.     .  ■■ 

Van  Andel,  Jay 

106 

Ada,  Michigan 

70 

4,500 

Amway 

van  Beuren,  Hope  Hill 

166 

NYC;  Newport,  Rhode  Island 

60 

740 

Inheritance  (Campbell  Soup) 

Vogel,  Jacqueline  Mars 

115 

Bedminster,  New  Jersey 

54 

2,500 

Inheritance  (candy) 

w 

Wagner,  Cyril  Jr. 

270 

Midland,  Texas 

60 

330 

Oil 

Waitt,  Norman  W.  ★ 

204 

North  Sioux  City,  South  Dakota 

40 

410 

Gateway  2000 

Waitt,  Theodore  W.  ★ 

204 

North  Sioux  City,  South  Dakota 

31 

600 

Gateway  2000 

Walton,  Alice  L. 

107 

Rogers,  Arkansas 

45 

4,340 

Inheritance  (Wal-Mart  Stores) 

Walton,  Helen 

107 

Bentonville,  Arkansas 

75 

4,340 

Inheritance  (Wal-Mart  Stores) 

Walton,  James  Lawrence 

138 

Bentonville,  Arkansas 

72 

1,000 

Wal-Mart  Stores 

Walton,  Jim  C. 

107 

Bentonville,  Arkansas 

46 

4,340 

Inheritance  (Wal-Mart  Stores) 

Walton,  John  T. 

107 

San  Diego,  California 

48 

4,340 

Inheritance  (Wal-Mart  Stores) 

Walton,  S.  Robson 

107 

Bentonville,  Arkansas 

50 

4,340 

Inheritance  (Wal-Mart  Stores) 

Ward,  Louis  Larrick 

218 

Kansas  City,  Missouri 

75 

500 

Russell  Stover  Candies 

Washington,  Dennis 

186 

Missoula,  Montana;  Palm  Springs,  California 

60 

700 

Mining 

Wasserman,  Lewis  Robert 

224 

Palm  Springs,  Beverly  Hills,  California 

81 

450 

MCA 

Watson  family 

304 

Southern  California  origin 

575 

Real  estate 

Weaver,  J.  Wayne  ■  t 

310,316 

Danen,  Connecticut;  Jacksonville,  Florida 

59 

300 

Shoes 

Weber,  Charlotte  Colket 

166 

Ocala,  Florida;  NYC 

51 

900 

Inheritance  (Campbell  Soup) 

Weis,  Robert  Freeman 

252 

Sunbury,  Pennsylvania 

75 

325 

Weis  Markets,  Inc. 

Weis,  Sigfried 

252 

Lewisburg,  Pennsylvania 

78 

375 

Weis  Markets,  Inc. 

Wexner,  Bella 

272 

Columbus,  Ohio 

85 

330 

The  Limited,  Inc. 

Wexner,  Leslie  Herbert 

128 

New  Albany,  Ohio;  NYC 

57 

1,400 

The  Limited,  Inc. 

Weyerhaeuser  family 

304 

St.  Paul,  Minnesota;  Tacoma,  Washington 

1,300 

Inheritance  (timber) 

Whitney,  Betsey  Cushing  Roosevelt 

202 

Long  Island,  New  York 

86 

600 

Inheritance 

Whittier  family 

306 

Southern  California 

750 

Inheritance  (oil) 

Williams,  Ariadne  Getty  * 

213 

Los  Angeles,  California 

32 

355 

Inheritance  (oil) 

Wilmot  family 

306 

Rochester,  New  York 

660 

Shopping  centers 

Wirtz  family 

306 

Chicago,  Illinois 

600 

Real  estate 

Wolfe  family 

306 

Columbus,  Ohio 

480 

Media 

Wrigley,  William 

128 

Chicago,  Illinois 

61 

1,360 

Chewing  gum 

Y 

Yates  family 

306 

Artesia,  New  Mexico 

600 

Oil 

Zell,  Samuel 

167 

Chicago,  Illinois 

53 

880 

Real  estate 

Ziff,  Daniel  Morton  -k 

216 

NYC 

22 

500 

Inheritance  (publishing) 

Ziff,  Dirk  Edward  ★ 

216 

NYC 

30 

500 

Inheritance  (publishing) 

Ziff,  Robert  David  ★ 

216 

NYC 

28 

500 

Inheritance  (publishing) 

Ziff,  William  Bernard  Jr.  ■ 

310 

Manalapan,  Florida 

64 

Publishing 

*  New  entry.    <>  Returnee.  ■Dropout. 
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One  weekend  we  cleaned  up 
over  seven  thousand  toxic  waste  sites. 

No  one  wants  a  toxic  waste  site  in  their  backyard.  The  basement  or  garage,  however, 
seems  perfectly  acceptable.  Just  count  the  toxins.  The  stripper  contains  xylene.  The  drain 
cleaner,  hydrochloric  acid.  The  pool  chemicals  have  sodium  hypochlorite. 

They're  in  your  house  and  they're  difficult  to  dispose  of.  In  fact,  every  year  untold 
millions  of  gallons  of  household  hazardous  waste  are  dumped  down  storm  sewers  leading 
directlv  to  streams,  ponds,  and  wildlife.  That's  why  Chemical  Waste  Management  has  developed 
a  better  way  to  handle  it. 

Like  what  we're  doing  in  Hennepin  County,  Minnesota.  Our  specially  equipped  truck 
goes  to  different  communities  around  the  area.  Where  we  get  everything  from  corrosive  acids  to 
poisons  to  flammable  liquids. 

We're  helping  in  communities  around  the  country.  If  yours  is  one  of  them,  it  may  be  just 
the  motivation  you've  been  waiting  for  to  clean  the  basement. 

What  business  do  we  have  saying  we  help  the  environment?  That  is  our  business. 


Chemical  Waste  Management 

A  WMX  Technologies  Company 
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Name 

City 

Worth 
($mil) 

Page 

Alabama 

Harbert  John  Murdoch  III 

Birmingham 

$590 

206 

Arizona 

Dorrance,  Bennett 

Paradise  Valley 

1,200 

129 

Solheim,  Karsten 

Phoenix 

400 

•  246 

Arkansas 

Hunt,  Johnnie  Bryan 

Goshen 

335 

126 

Murphy,  Charles  H.  Jr. 

El  Dorado 

385 

252 

Rockefeller,  Winthrop  Paul 

Morrilton 

1,000 

138 

Stephens,  Jackson  Thomas 

Little  Rock 

600 

201 

Tyson,  Barbara 

Fayetteville 

745 

165 

Tyson,  Donald  John 

Spnngdale 

925 

165 

Walton,  Alice  L. 

Rogers 

4,340 

107 

Walton,  Helen 

Bentonville 

4,340 

107 

Walton,  James  Lawrence 

Bentonville 

1,000 

138 

Walton,  Jim  C. 

Bentonville 

4,340 

107 

Walton,  S.  Robson 

Bentonville 

4,340 

107 

California 

Anderson,  John  Edward 

Bel  Air 

550 

212 

Arrillaga,  John 

Palo  Alto 

500 

216 

Autry,  Orvon  Gene 

Los  Angeles 

340 

266 

Barbey  family 

various 

600 

282 

Bechtel,  Riley  P. 

San  Francisco 

1,400 

127 

Bechtel,  Stephen  Davison  Jr. 

San  Francisco 

1,400 

127 

Behring,  Kenneth  Eugene 

Blackhawk 

340 

266 

Boudjakdji,  Millicent  V. 

Los  Angeles 

450 

165 

Bren,  Donald  Leroy 

Newport  Beach 

2,000 

122 

Broad,  Eli 

Los  Angeles 

con 

1  Q  1 

Buffett,  Susan  Thompson 

San  Francisco 

765 

178 

Cantor,  Barnard  Gerald  ■! 

Beverly  Hills 

300 

309,316 

Cargill,  Margaret 

La  Jolla 

860 

168 

Chandler  family 

Los  Angeles 

1,300 

283 

Cooke,  Phoebe  Hearst 

San  Francisco 

450 

165 

Copley,  Helen  Kinney 

La  Jolla 

575 

208 

Davis,  Marvin  Harold 

Beverly  Hills 

2,000 

124 

Diller,  Barry  ■ 

Los  Angeles 

309 

Disney,  Roy  Edward 

Los  Angeles 

420 

233 

Disney  (Walt)  family 

Los  Angeles 

420 

286 

Earhart,  Anne  Catherine  Getty 

Laguna  Beach 

550 

212 

Eisner,  Michael  D. 

Los  Angeles 

340 

263 

Ellison,  Lawrence  Joseph 

Atherton 

2,900 

114 

Field,  Frederick  W.  (Ted) 

Beverly  Hills 

600 

204 

Fisher,  Donald  George 

San  Francisco 

700 

190 

Fisher,  Doris  F. 

San  Francisco 

700 

190 

Forman,  Michael  Robert  ■ 

Bel  Air 

309 

Gallo,  Ernest 

Modesto 

325 

272 

Geballe,  Frances  K.  -k 

Woodside 

310 

196 

Geffen,  David 

Mahbu 

1,000 

137 

Getty,  Caroline  Marie 

San  Francisco 

550 

212 

Getty,  Gordon  Peter 

San  Francisco 

1,500 

126 

Glazer,  Guilford 

Beverly  Hills 

400 

239 

Goldman,  Rhoda  Haas 

San  Francisco 

420 

196 

Gonda,  Leslie  L. 

Beverly  Hills 

340 

266 

♦New  entry.    0  Returnee.  "Dropout. 
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Name 

City 

Worth 
($mil) 

Page 

California 

Gonda  Louis  L. 

Beverly  Hills 

$340 

266 

Haas,  Josephine  B. 

San  Francisco 

640 

196 

Haas  Peter  E.  Jr. 

San  Francisco 

485 

196 

Haas,  Peter  Sr. 

San  Francisco 

1,300 

129 

Haas,  Robert  D. 

San  Francisco 

470 

196 

Haas,  Walter  A.  Jr. 

San  Francisco 

490 

196 

Hardie,  Mary  Jane  Hoiles 

Marysville 

385 

250 

Hearst  David  Whitmire  Jr. 

Los  Angeles 

450 

165 

Hearst,  George  Randolph  Jr. 

Los  Angeles 

450 

165 

Hearst,  William  Randolph  III 

San  Francisco 

450 

165 

Hewlett,  William  Redington 

Portola  Valley 

1,750 

125 

Hilton  William  Barron  O 

Holmby  Hills 

345 

262 

Hixon  family 

Pasadena 

1,000 

290 

Howard,  Robert  Staples 

Rancho  Santa  Fe 

325 

274 

Hughes  family 

various 

1,000 

292 

Johnson,  Charles  B. 

Hillsborough 

640 

196 

Johnson,  Rupert  H.  Jr. 

Hillsborough 

500 

196 

Joseph,  George  ■ 

Los  Angeles 

309 

Kamins,  Philip  Evans 

Beverly  Hills 

335 

268 

Keck,  Howard  Brighton 

Los  Angeles 

385 

250 

Kerkorian,  Kirk 

Beverly  Hills 

2.500 

118 

Koshland,  Daniel  E.  Jr.  k 

Lafayette 

310 

196 

Kroc,  Joan  Beverly 

Rancho  Santa  Fe 

1,400 

128 

Littlefield,  Edmund  Wattis 

Burlingame 

360 

257 

Lurie,  Robert  Alfred  ■ 

San  Francisco 

310 

Maglica,  Anthony 

Anaheim 

285 

318 

McClatchy  family 

Sacramento 

620 

294 

McEvoy,  Nan  Tucker 

San  Francisco 

370 

257 

Milken,  Lowell  Jay 

Los  Angeles 

360 

224 

Milken,  Michael  Robert 

Los  Angeles 

450 

224 

Miner  Robert  N. 

San  Francisco 

685 

192 

Moore,  Gordon  Earle 

Santa  Clara  County 

1,500 

126 

Munger,  Charles  Thomas 

Los  Angeles 

380 

252 

Murdock,  David  Howard 

Bel  Air 

855 

111 

Naify,  Marshall 

San  Francisco 

400 

192 

Naify,  Robert  Allen 

San  Francisco 

690 

192 

O'Neill  family 

Los  Angeles 

500 

299 

Packard  David 

Los  Altos  Hills 

2,200 

122 

Peery,  Richard  Taylor 

Palo  Alto 

500 

216 

Perenchio  Andrew  Jerrold 

Bel  Air 

400 

240 

Perry,  Claire  Eugenia  Getty 

San  Francisco 

550 

212 

Petersen  Robert  Einar 

Beverly  Hills 

375 

257 

Roberts,  George  R. 

San  Francisco  Bay  area 

780 

177 

Sakioka,  Katsumasa  (Roy) 

Costa  Mesa 

350 

260 

Sandler  family 

Oakland 

420 

300 

Schwab,  Charles  R. 

Atherton 

415 

234 

Shorenstein,  Walter  Herbert 

San  Francisco 

400 

240 

Singleton,  Henry  Earl 

Beverly  Hills 

630 

200 

Smith,  Athalie  Irvine  O 

Corona  Del  Mar 

350 

262 

Solomon,  Russell 

Sacramento 

400 

240 

Spanos,  Alexander  Gus  O 

Stockton 

325 

276 

Spelling,  Aaron 

Holmby  Hills 

310 

278 
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Name 

City 

Worth 
($mil) 

Page 

California 

Spielberg,  Steven  Allen  0 

Pacific  Palisades 

$600 

201 

Swig  family 

San  Francisco 

485 

304 

Taper,  Sydney  Mark 

Beverly  Hills 

350 

262 

Teel,  Joyce  Raley  * 

Sacramento 

360 

257 

Udvar-Hazy,  Steven  Ferencz 

Beverly  Hills 

345 

263 

Walton,  John  T. 

San  Diego 

4,340 

107 

Wasserman,  Lewis  Robert 

Palm  Springs 

450 

224 

Watson  family 

various 

575 

304 

Whittier  family 

various 

750 

306 

Williams,  Ariadne  Getty  * 

Los  Angeles 

355 

213 

Colorado 

Anschutz,  Philip  Frederick 

Denver 

1,900 

124 

Coors  family 

Golden 

400 

284 

Daniels,  Robert  William  Jr. 

Denver 

330 

268 

Ebrahimi,  Farhad  Fred 

Denver 

325 

274 

Gates,  Charles  Cassius  Jr. 

Denver 

645 

196 

Gill,  Timothy  E. 

Denver 

325 

274 

Hoiles,  Harry  Howard 

Colorado  Springs 

385 

250 

Jones,  Glenn  Robert  -k 

Denver 

340 

267 

Magness,  Bob  John 

Englewood 

1,200 

132 

Malone,  John  C. 

Parker 

565 

208 

Connecticut 

Beckerman,  David  A.  ■ 

Woodbridge 

309 

Hascoe,  Norman 

Greenwich 

330 

270 

Hillman,  Howard  Butcher  ■ 

Greenwich 

309 

Milliken,  Gerrish 

Greenwich 

320 

210 

Weaver,  J.  Wayne  "t 

Danen 

300 

310,316 

District  of  Columbia 

Allbritton,  Joe  Lewis  ■ 

Washington 

310 

Conover,  Catherine  Mellon  ■ 

Washington 

309 

Graham  family 

Washington 

580 

290 

Marriott,  John  Willard  Jr.  0 

Washington 

415 

230 

Marriott,  Richard  Edwin  0 

Washington 

440 

230 

Smith  (Charles  E.)  family 

Washington 

560 

302 

Delaware 

Bredin,  Octavia  Mary  du  Pont 

Greenville 

400 

240 

du  Pont  (Pierre  Samuel  II)  family 

Wilmington 

10,000 

286 

du  Pont,  Alexis  Felix  Jr. 

Wilmington 

440 

230 

du  Pont,  Irenee  Jr. 

Montchanin 

400 

240 

Flint,  Lucile  du  Pont 

Greenville 

400 

240 

Gore  family 

Newark 

700 

288 

May,  Irene  Sophie  du  Pont 

Wilmington 

400 

240 

Pearson,  Edith  du  Pont 

Montchanin 

350 

260 

Sharp,  Bayard  0 

Centreville 

325 

274 

Sharp,  Hugh  Rodney  III  0 

Wilmington 

325 

274 

Silliman,  Mariana  du  Pont  ■ 

Montchanin 

309 

Florida 

Abraham,  S.  Daniel 

West  Palm  Beach 

340 

266 

Ansin,  Edmund  Newton  «t 

Miami  Beach 

300 

309,312 

Cohn,  Seymour 

Palm  Beach  County 

350 

262 

Collier  family 

Naples 

1,300 

284 

★New  entry.    0  Returnee.  ■Dropout. 
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Page 

($mil) 

Florida 

Cnnltpr  ln<;pnh  R 

Miami  arpa 

llll  U  M  M  ill  Uu 

$400 

234 

Coulter,  Wdlldce  Henry 

Miami  area 

415 

234 

Culverhouse,  Hugh  Franklin  fi 

Tampa 

309 

Dart  William  A 

L»QI  I,    If  11  MUM  1  n. 

Sarasnta 

330 

268 

Davis  family 

Jacksonville 

1,700 

284 

DavK  ArtpmiK  Darius  ■ 

larLcnnuillp 

Ju'  n  jiii  iv  1 1 1 r 

310 

Hi i  Pont  Willie  Harrinpton 

vl  U  1    Ul  11,    ¥<MllO   1  lull  1  1  IglUM 

Palm  Rparh 

1   UlMI    LM.  I  1  i  .  1  1 

350 

260 

Egan,  Michael  S.t 

Fort  Lauderdale 

310 

312 

Ellis,  Alpheus  Lee 

Tarpon  Springs 

525 

213 

Flagler  family 

Palm  Beach 

500 

288 

Frost  Phi  1 1  m 

■    I  VOl,    1     1  1  1  M  1  p 

Miami  Rparh 

H  1  1  I.I  llll    1  Jt  Ul    1  | 

415 

234 

Hui7pnpa  Harry  Wavnp 

i  iu  1 i  ■  go ,  i  i  ci  i  i  y  iiuint 

Fnrt  1  aiiriprHalp 

1  Ul  l  LuUUllUulli 

700 

183 

Jenkins  family 

1  akplanri 

i  '  J  ill  1 1 J 1  IU 

1,000 

292 

Kelly,  William  Russell 

Fnrt  1  anrlprrialp 

1  UK  1.  i  i  U  1 1 1 . 1  1 1 1  '  1 

545 

212 

Koch,  William  Ingraham 

Palm  Beach 

700 

190 

Lindemann,  George 

Wpllinptnn 

590 

206 

Lvkps  familv 

t-j  nv»  -J  iciii  i  r  i  v 

various 

V  CJI  IUUJ 

900 

294 

Lvon  Frank  Jr 

Ljrvii|  ■  i ui in  ji  . 

Rnra  Ratnn 

L><  I':     U        M   U   IU1  1 

335 

267 

MacMillan,  John  Hugh  III 

Hilkhnrn  Rparh 

Mill  JUUIU  U6ul.ll 

570 

168 

Mills,  Alice  Francis  du  Pont 

Hobe  Sound 

440 

230 

Moran,  James  Martin 

Hillsboro  Beach 

650 

196 

Norris,  Diana  Strawbridge 

Palm  Beach 

390 

166 

Posner,  Victor  O 

Miami  Beach 

425 

233 

Rinker,  Marshall  Edison  Sr. 

Palm  Beach 

310 

278 

Stein,  Jay 

Jacksonville 

315 

276 

Weber,  Charlotte  Colket 

Ocala 

900 

166 

Ziff,  William  Bernard  Jr.  ■ 

Manalapan 

310 

Georgia 

Blank,  Arthur 

Atlanta 

380 

191 

Butler,  Sarah  Turner 

Columbus 

310 

278 

Chambers,  Anne  Cox 

Atlanta 

2,900 

114 

Corn,  Elizabeth  Turner 

Columbus 

310 

278 

Goizueta,  Roberto  Crispulo 

Atlanta 

360 

257 

Marcus,  Bernard 

Atlanta 

700 

191 

Robinson,  Jesse  Mack 

Atlanta 

385 

250 

Rollins  family 

Atlanta 

600 

300 

Rust,  Eleanor  Francis  du  Pont  ■ 

Thomasville 

309 

Turner,  Robert  Edward  (Ted) 

Roswell 

1,600 

126 

Turner,  William  B. 

Columbus 

310 

278 

Hawaii 

Anthony,  Barbara  Cox 

Honolulu 

2,900 

114 

Campbell  family 

various 

800 

283 

Kelley  family 

Honolulu 

440 

294 

Schuler,  James  K.  ■ 

Honolulu 

310 

Idaho 

Albertson,  Kathryn  McCurry 

Boise 

1,100 

134 

Simplot,  John  Richard 

Boise 

1,400 

127 

Illinois 

Brennan,  Bernard  F. 

Chicago 

390 

249 

Comer,  Gary  Campbell 

Chicago 

460 

224 

Crown,  Lester 

Wilmette 

2,400 

119 
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Name 

City 

Worth 
($mil) 

Page 

Illinois 

Donnelley  family 

Chicago 

$1,200 

286 

Galvin,  Robert  William 

Barrington  Hills 

1,100 

133 

Grainger,  David  William 

Skokie 

340 

266 

Herb,  Marvin 

Chicago 

400 

-  239 

Krehbiel,  Frederick  A.  -k 

Hinsdale 

475 

207 

1/  L.  L. '     1      |_|  II-.                   j    |  „  i 

Krenbiel,  John  Hammond  Jr.  -k 

Lake  Forest 

580 

207 

Krehbiel,  John  Hammond  Sr.  ■ 

Lisle 

309 

Louis,  John  Jeffry 

Winnetka 

900 

166 

Pritzker,  Jay  Arthur 

Chicago 

2,200 

119 

rniZKcr,  r\ODcll  Hlall 

WllldgU 

Z.ZUU 

1  1Q 
1 1:7 

Ryan,  Patrick  George 

Winnetka 

490 

222 

Searle  family 

Lake  Forest 

900 

302 

Smith  family 

Chicago 

1,700 

302 

Terra,  Daniel  James 

Northbrook 

660 

194 

Wirtz  family 

Chicago 

600 

306 

Wrigley,  William 

Chicago 

1,360 

128 

Zed,  Samuel 

Chicago 

880 

167 

Indiana 

Cook,  William  A. 

Bloomington 

700 

190 

Hillenbrand  family 

Batesvilie 

1.400 

290 

Lilly  family 

Indianapolis 

1,200 

294 

Simon,  Herbert  0 

Indianapolis 

345 

206 

Simon,  Melvin 

Indianapolis 

580 

206 

Iowa 

Carver,  Lucille 

Muscatine 

405 

234 

Norris  family 

Marshalltown 

800 

298 

Kansas 

Bloch,  Henry  W.  ★ 

Shawnee  Mission 

375 

257 

Hall,  Donald  Joyce 

Mission  Hills 

1,000 

136 

Kauffman,  Muriel 

Mission  Hills 

500 

216 

Koch,  Charles  de  Ganahl 

Wichita 

1,200 

130 

Kentucky 

Brown  family 

Louisville 

1,100 

282 

Louisiana 

Pennington,  Claude  (Doc)  B. 

Baton  Rouge 

500 

214 

Maine 

Alfond  family 

Dexter 

480 

281 

Bean  family  (Gorman) 

Freeport 

600 

282 

Franchetti,  Anne 

Seal  Cove 

325 

210 

Maryland 

Blaustein  family 

Baltimore 

1,200 

282 

Feld,  Kenneth 

Potomac 

350 

260 

Perdue,  Franklin  Parsons 

Salisbury 

600 

201 

Saul,  B.  Francis  II 

Chevy  Chase 

345 

263 

Tauber,  Laszlo  Nandor  ■ 

Potomac 

310 

Massachusetts 

Abele,  John  E.  * 

Boston  area 

545 

210 

Bancroft  family 

Boston  area 

1,400 

282 

Bose,  Amar  G.  * 

Wayland 

450 

226 

Cook,  Jane  Bancroft 

Cohasset 

395 

246 

Cosby,  William  Henry  Jr. 

Amherst 

325 

276 

*New  entry.    0  Returnee.  "Dropout. 
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City 

Worth 
($mil) 

Page 

Massachusetts 

Demoulas  family 

Boston  area 

$675 

286 

Egan,  Richard  J.  * 

Hopkinton 

340 

267 

Fireman,  Paul 

Newton 

670 

194 

Hostetter,  Amos  Barr  Jr. 

Boston 

800 

176 

Johnson,  Edward  Crosby  III 

Boston 

5,100 

106 

Jordan  family 

Boston  origin 

not 

Kennedy  family 

Boston  origin 

350 

294 

Lee,  Thomas  Haskell 

Boston 

420 

233 

Marks,  Nancy  Smith  Lurie  * 

Chestnut  Hill  area 

375 

257 

Nicholas,  Peter  M.  -k 

Boston  area 

555 

210 

Redstone,  Sumner  Murray 

Newton  Centre 

4,000 

111 

Smith,  Richard  Alan 

Chestnut  Hill 

375 

257 

Taylor  family 

Boston 

600 

304 

Michigan 

Davidson,  William  Morse 

Bloomfield  Hills 

900 

167 

DeVos,  Richard  Marvin 

Ada 

4,500 

106 

Fisher,  Max  Martin 

Franklin 

400 

240 

Ford,  Josephine 

Grosse  Pointe  Farms 

585 

177 

Ford,  William  Clay 

Grosse  Pointe  Shores 

785 

177 

Idema  family 

Grand  Rapids 

945 

292 

Hitch,  Michael 

Detroit  area 

500 

221 

Manoogian,  Richard  Alexander 

Grosse  Pointe  Farms 

465 

224 

Meijer  family 

Grand  Rapids 

1,200 

298 

Monaghan,  Thomas  Stephen 

Ann  Arbor 

500 

221 

Scripps  (J.E.)  family 

Detroit 

900 

302 

Stryker  family 

Kalamazoo 

450 

302 

Taubman,  A.  Alfred 

Bloomfield  Hills 

405 

234 

Upjohn  family 

Kalamazoo 

985 

304 

Van  Andel,  Jay 

Ada 

4,500 

106 

Minnesota 

Anderson  family 

Bayport 

500 

281 

Binger,  Virginia  McKnight 

Wayzata 

375 

252 

Cargill,  James  R. 

Minneapolis 

860 

168 

Carlson,  Curtis  LeRoy 

Long  Lake 

1,000 

136 

Cowles  (Gardner)  family 

Minneapolis 

520 

284 

Dayton  family 

Minneapolis 

900 

286 

MacMillan,  Cargill  Jr. 

Wayzata 

570 

168 

MacMillan,  W.  Duncan 

Wayzata 

570 

168 

MacMillan,  Whitney 

Minneapolis 

570 

168 

Pohlad,  Carl  Ray 

Minneapolis 

710 

183 

Schwan  family 

Marshall 

1,000 

302 

Weyerhaeuser  family 

St.  Paul 

1,300 

304 

Missouri 

Busch  family 

St.  Louis 

1,300 

282 

Hammons,  John  Quentin  ■ 

Springfield 

310 

Keinath,  Pauline  MacMillan 

St.  Louis 

570 

168 

Maritz,  William  Edward  il 

St.  Louis 

300 

309,316 

Marshall,  Barbara  Hall 

Kansas  City 

500 

214 

Pulitzer  family 

St.  Louis 

725 

299 

Stowers,  James  Evans  Jr. 

Kansas  City 

400 

239 

Taylor,  Jack  Crawford 

St.  Louis 

800 

176 

Ward,  Louis  Larrick 

Kansas  City 

500 

218 
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Name 

City 

Worth 
($mil) 

Page 

Montana 

Washington,  Dennis 

Missoula 

$700 

186 

Nebraska 

Buffett,  Warren  Edward 

Omaha 

9,200 

103 

Nevada 

Bennett,  William  Gordon 

Las  Vegas 

515 

213 

Boyd,  William  Samuel  * 

Las  Vegas 

325 

274 

Engelstad,  Ralph  L.  ★ 

Las  Vegas 

400 

239 

Mars,  Forrest  Edward  Sr. 

Las  Vegas 

2,500 

115 

Pennington,  William  Norman 

Reno 

480 

213 

Primm,  Gary  Ernest  * 

Las  Vegas 

340 

263 

New  Hampshire 

Benson,  Craig  Robert 

Rye 

490 

207 

Levine,  Stuart  Robert 

Stratham 

580 

207 

McGovern,  Patrick  Joseph 

Nashua 

500 

220 

Mellon,  Timothy  ■ 

Manchester 

309 

New  Jersey 

Connell,  Grover 

Westfield 

400 

240 

Dillon  family 

Far  Hills 

550 

286 

Duke,  Doris  ■ 

Somerville 

309 

Engelhard,  Jane  B. 

Far  Hills 

400 

246 

Huber  family 

Rumson 

500 

292 

Johnson  family 

Princeton 

1,180 

292 

Johnson,  Barbara  Piasecka 

Princeton 

900 

167 

Mennen  family 

Morristown 

800 

298 

Milstein,  Monroe  Gary 

Burlington 

485 

222 

Penske,  Roger  t 

Red  Bank 

285 

318 

Unanue  family 

Secaucus  et  al. 

460 

304 

Vogel,  Jacqueline  Mars 

Bedminster 

2,500 

115 

New  Mexico 

Yates  family 

Artesia 

600 

306 

New  York 

Allen,  Charles  Jr.  ■ 

NYC 

309 

Allen,  Herbert 

NYC 

600 

200 

Allen,  Herbert  Anthony 

NYC 

600 

200 

Block  family 

NYC  area 

430 

282 

Bloomberg,  Michael  Rubens 

NYC 

500 

214 

Bronfman,  Edgar  Miles  Sr. 

NYC 

2,500 

118 

Catsimatidis,  John  Andreas  ■ 

NYC 

309 

Clark  family 

Cooperstown 

480 

284 

Currier,  Michael  S.  ■ 

NYC 

309 

Davis,  Shelby  Cullom  ■ 

Tarrytown 

309 

Day,  Robert  Addison 

NYC 

375 

257 

Dolan,  Charles  Francis 

Oyster  Bay 

715 

183 

Durst  family 

NYC 

600 

288 

Dyson,  Charles  Henry 

NYC 

360 

258 

Fisher,  Lawrence 

NYC 

500 

220 

Fisher,  Zachary 

NYC 

500 

220 

Fribourg,  Michel 

NYC 

1,000 

137 

Gerry,  Alan 

Liberty 

600 

202 

Goldman  family 

NYC  area 

600 

288 

★New  entry.      Returnee.  ■Dropout. 

tNear  miss. 

Name 

City 

Worth 
($mil) 

Page 

New  York 

Greenberg,  Maurice  (Hank) 

NYC 

$855 

170 

Guccione,  Robert  Charles  J. E.S. 

NYC 

315 

276 

Hearst,  Austin 

NYC 

450 

165 

Hearst,  Randolph  Apperson 

NYC 

900 

165 

Helmsley,  Harry  Brakmann 

NYC 

1,300 

129 

Hess,  Leon 

NYC 

745 

183 

Heyman,  Samuel  J. 

NYC 

355 

258 

Houghton  family 

Corning 

470 

290 

Icahn,  Carl  Celian 

Bedford 

400 

246 

Jacobs,  Jeremy  Maurice 

East  Aurora 

450 

224 

Koch,  David  Hamilton 

NYC 

1,200 

130 

Kohlberg,  Jerome  Spiegel 

Mount  Kisco 

650 

194 

Kovner,  Bruce 

NYC 

450 

224 

Kravis,  Henry  R. 

NYC 

780 

177 

Landegger  family 

NYC 

600 

294 

Lauder,  Est.ee 

NYC 

1,000 

138 

Lauder,  Leonard  Alan 

NYC 

1,000 

138 

Lauder,  Ronald  Steven 

NYC 

1,000 

138 

Lauren,  Ralph 

NYC 

500 

218 

Lebensfeld,  Harry  ■ 

NYC 

309 

LeFrak,  Samuel  Jayson 

NYC 

1,100 

134 

Levy,  Leon  * 

NYC 

310 

276 

Litwin,  Leonard 

NYC 

550 

212 

McGraw  family 

NYC 

690 

298 

Murdoch,  Keith  Rupert 

NYC  et  al. 

4,000 

111 

Newhouse,  Donald  Edward 

NYC 

4,000 

110 

Newhouse,  Samuel  1.  Jr. 

NYC 

4,000 

110 

Park,  Roy  Hampton  ■ 

Ithaca 

309 

Pasculano,  Lynne  ★ 

NYC;  Greenwich 

345 

263 

Peltz,  Nelson 

Bedford 

600 

202 

Perelman,  Ronald  Owen 

NYC 

4,500 

107 

Petrie,  Milton 

NYC;  Southampton 

940 

165 

Phipps  family 

NYC 

2,000 

299 

Phipps,  Howard  Jr.  ■ 

Old  Westbury 

310 

Rich,  Robert  Edward  Sr. 

Buffalo 

570 

208 

Riggio,  Leonard  * 

New  York 

330 

270 

Rockefeller  (John  D.)  family 

NYC 

6,000 

300 

Rockefeller,  David  Sr. 

NYC 

1,200 

130 

Rockefeller,  Laurance  Spelman 

NYC 

1,100 

133 

Rosenwald  family 

NYC 

450 

300 

Sidamon-Eristoff,  Anne  Phipps  ■ 

NYC 

310 

Solow,  Sheldon  Henry 

NYC 

330 

272 

Sommer,  Viola 

NYC 

425 

233 

Steinberg,  Saul  Phillip 

NYC 

325 

276 

Steinhardt,  Michael  ■ 

NYC 

310 

Stern,  Leonard  Norman 

NYC 

825 

172 

Sulzberger  family 

NYC 

470 

304 

Thorne,  Oakleigh  Blakemant 

Millbrook 

305 

312 

Tisch,  Laurence  Alan 

Westchester  County 

1,135 

132 

Tisch,  Preston  Robert 

NYC 

1,135 

132 

van  Beuren,  Hope  Hill 

NYC 

740 

166 

Whitney,  Betsey  Cushing  Roosevelt 

Long  Island 

600 

202 
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Name 

City 

Worth 
($mil) 

Page 

(TOT"* 

Wilmot  family 

Rochester 

$660 

306 

Ziff,  Daniel  Morton  ★ 

NYC 

500 

216 

Ziff,  Dirk  Edward  * 

NYC 

500 

216 

Ziff,  Robert  David  ★ 

NYC 

500 

216 

North  Carolina 

Levine,  Leon  ■ 

Charlotte 

309 

Richardson  family 

Greensboro 

885 

300 

Spangler,  Clemmie  Dixon  Jr. 

Chapel  Hill 

615 

200 

Northern  Mariana  Islands 

Hillblom,  Larry  Lt 

Saipan 

300 

312 

Ohio 

Berry,  John  William  Sr. 

Dayton 

535 

213 

Cafaro,  William  Michael 

Hubbard 

600 

204 

DeBartolo,  Edward  John  0 

Boardman 

860 

168 

Farmer,  Richard  T. 

Indian  Hill 

435 

232 

Gund  family 

Cleveland  origin 

1,100 

290 

Horvitz  family 

Cleveland  area 

900 

290 

Jacobs,  Richard  E.  0 

Lakewood 

380 

252 

Lennon,  Fred  A. 

Chagrin  Falls 

1,000 

136 

Lerner,  Alfred 

Shaker  Heights 

850 

172 

Lewis,  Peter  Benjamin 

Beachwood 

515 

214 

Lindner,  Carl  Henry  Jr. 

Cincinnati 

660 

194 

Mandel,  Jack  N. 

Shaker  Heights 

410 

233 

Mandel,  Joseph  C. 

Lyndhurst 

400 

233 

Mandel,  Morton  L. 

Shaker  Heights 

420 

233 

Mathile,  Clayton  Lee 

Dayton 

400 

244 

Schottenstein  family 

Columbus 

490 

302 

Scripps{E.W.)  family 

Cincinnati 

1,700 

302 

Wexner,  Bella 

Columbus 

330 

272 

Wexner,  Leslie  Herbert 

New  Albany 

1,400 

128 

Wolfe  family 

Columbus 

480 

306 

Oklahoma 

Gaylord,  Edward  Lewis 

Oklahoma  City 

735 

183 

Kaiser,  George  B. 

Tulsa 

400 

239 

Oregon 

Knight,  Philip  Hampson 

Hillsboro 

1,700 

125 

Pamplin,  Robert  Boisseau  Jr. 

Lake  Oswego 

700 

186 

Pamplin,  Robert  Boisseau  Sr.  ■ 

Portland 

310 

Pennsylvania 

Abramson,  Leonard 

Blue  Bell 

780 

177 

Annenberg,  Walter  Hubert 

Wynnewood 

2,800 

115 

Block,  William  if 

Pittsburgh 

300 

314 

Connelly,  John  E.  ■ 

Pittsburgh 

309 

Dixon,  Fitz  Eugene  Jr. 

Lafayette  Hill 

385 

250 

Haas,  Fritz  Otto  ■ 

Villanova 

309 

Haas,  John  C. 

Villanova 

680 

194 

Hamilton,  Dorrance  Hill 

Wayne 

800 

166 

Heinz,  Teresa  F. 

Fox  Chapel 

655 

194 

Hillman,  Henry  Lea 

Pittsburgh 

2,200 

119 

+New  entry.    0  Returnee.  "Dropout. 

tNear  miss. 

Name 

City 

Worth 

Page 

($mil) 

Pennsylvania 

nllimdn,  idindMLca' 

Radnor 

Kimmel,  Sidney 

Philadelphia 

KnQ^dpAO      lino  1    1~\V  ■ 

IV!dC  dice,  Jdllc  L»OX  ■ 

MCWIUWN  O^Udlc 

-j  IU 

iVIdlUilc,  IVidiy  HIlLc  L/UiidliLc 

Pnofocwi  1  lo 
OUdlcSvlllc 

l/UU 

1 

May,  Cordelia  Scaife 

Ligonier 

DUU 

Mellon  family 

Pittsburgh 

^  nnn 

J.UUU 

OQQ 

V)o 

rvienon,  mcndTu  rro55cr  ■ 

Ligonier 

jus 

Mpilnn   Qou/arH  Prnccor  ■ 
IVK  MUM   OCWdlU  ritjjbcl  ■ 

1  ionnior 

Milbury,  Cassandra  Mellon  ■ 

Ligonier 

Pew  family 

Philadelphia 

450 

299 

Pitcairn  family 

Bryn  Athyn 

1,100 

299 

Roberts,  Ralph  J. 

Coatesville 

350 

260 

Scaife,  Richard  Mellon 

Pittsburgh 

750 

178 

Simmons,  Richard  Paul 

Sewickley 

325 

276 

Strawbridge,  George  Jr.  O 

Chester  County 

395 

166 

Weis,  Robert  Freeman 

Sunbury 

325 

252 

Weis,  Sigfried 

Lewisburg 

375 

252 

Puerto  Rico 

Bacardi  family 

various 

1,500 

281 

South  Carolina 

Close  family 

Fort  Mill 

520 

284 

Hollingsworth,  John  D. 

Greenville 

500 

218 

Milliken,  Roger 

Spartanburg 

550 

210 

South  Dakota 

Waitt,  Norman  W.  ★ 

North  Sioux  City 

410 

204 

Waitt,  Theodore  W.  ★ 

North  Sioux  City 

600 

204 

Tennessee 

Clayton,  James  Lee 

Knoxville 

350 

262 

Davenport,  Elizabeth  Lupton 

Lookout  Mountain 

500 

220 

Frist,  Thomas  F.  Jr. 

Nashville 

810 

173 

Hyde,  Joseph  Reeves  III 

Memphis 

450 

226 

Ingram,  Erskine  Bronson 

Nashville 

1,300 

129 

Lupton,  John  Thomas 

Lookout  Mountain 

500 

220 

McGlothlin,  James 

Bristol 

335 

267 

Smith,  Frederick  Wallace 

Memphis 

395 

249 

Texas 

Bass,  Anne  Hendricks 

Forth  Worth 

310 

278 

Bass,  Edward  Perry 

Fort  Worth 

590 

206 

Bass,  Lee  Marshall 

Fort  Worth 

1,750 

124 

Bass,  Perry  Richardson  O 

Fort  Worth 

470 

224 

Bass,  Robert  Muse 

Fort  Worth 

2,000 

122 

Bass,  Sid  Richardson 

Fort  Worth 

1,500 

124 

Breed,  Allen  Kent  ★ 

South  Padre  Island 

485 

222 

Brown,  Jack  Eugene 

Midland 

330 

282 

Butt,  Charles  C. 

San  Antonio 

450 

226 

Carter  family 

Dallas  area 

400 

283 

Cullen  family 

Houston 

600 

284 

de  Menil  family 

Houston 

440 

286 
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Still  Paying  Your  Broker 
$100  A  Year  For  An  Asset 
Management  Account? 

Switch  To  The  No-Fee  Fidelity  Ultra  Service  Account 


.......                                                    .  . 

Compare  the  Fidelity  Ultra  Service  Account 
With  Other  Leading  Asset  Management  Accounts 

Annual 
Fee 

Consoli- 
dated 
Statement 

Worldwide 
ATM 

Access 

Funds 
Available 

Without 
Transac- 
tion fees 

Discount 
Commis- 
sions 

Checking 

Brokers 
Available 
Weekends 
&  Evenings 

Minimum 
Invest- 
ment 

Fidelity  Ultra  Service 

$0 

Yes 

Yes 

Yes 

Yes1 

Yes 

Yes 

$10,000 

Merrill  CMA® 

$100 

Yes 

Yes 

No 

No 

Yes 

No 

$20,000 

Smith  Barney  FMA 

$100 

Yes 

Yes 

No 

No 

Yes 

No 

$10,000 

Prudential  Command 
Account 

$100 

Yes 

Yes 

No 

No 

Yes 

No 

$10,000 

Dean  Witter  AAA 

$80 

Yes 

Yes 

No 

No 

Yes 

No 

$10,000 

Today,  many  brokers  are  charging  you  more  than  ever  for  an  asset  management  account.  But  you're  already 
paying  higher  commissions;  why  should  you  pay  so  much  in  extra  fees,  too? 

Now,  you  don't  have  to.  The  Fidelity  Ultra  Service  Account  gives  you  all  the  tools  for  efficient  financial 
management  -  a  wide  range  of  investment  choices,  a  single  consolidated  statement,  checkwriting  and  much  more 
-  but  without  an  annual  fee.  So  you  never  pay  for  services  you  don't  want  or  need.  And  it  only  makes  sense  that 
an  account  designed  to  help  you  stay  on  top  of  your  finances  should  have  complete,  24-hour  account  service. 

Call  Today.  Find  out  why  so  many  investors  are  switching  to  the  Fidelity  Ultra  Service  Account.  Call  our 
financial  representatives  anytime  for  a  free  fact  kit  to  learn  how  Ultra  Sendee  can  save  you  money  and  help  you 
manage  your  portfolio  the  way  you  want. 


For  Personal  Service,  Visit  a  Fidelity  Investor  Center  or  Call  24  Hours 

1-800-544-0154 


Fidelity 


Investments 


'Commissions  are  discounted  up  to  76%  compared  to  those  of  full  cost  brokers.  Based  on  April  1994  commission  survey.  Minimum  commission  $38.  Fidelity 
Ultra  Service  is  a  service  of  Fidelity  Brokerage  Services,  Inc.,  161  Devonshire  Street,  Boston,  MA  02 1 10.  Member  NYSE,  S1PC. 


INDEX  BY  STATE 


Name 

City 

Worth 
($mil) 

Page 

Texas 

Dedman,  Robert  Henry  Sr. 

Dallas 

$750 

178 

Dell,  Michael  0 

Austin 

405 

234 

Farish  family 

Houston  origin 

400 

288 

Hill,  Margaret  Hunt 

Dallas 

1,100 

.  133 

Hobby,  Oveta  Culp 

Houston 

400 

244 

Huffington  family 

Houston 

400 

292 

Huffington,  Roy  Michael  ■ 

Houston 

310 

Hunt,  Caroline  Rose 

Dallas 

450 

226 

Hunt,  Ray  Lee 

Dallas 

1,600 

126 

Jamail,  Joseph  Dahr  Jr. 

Houston 

700 

191 

Jones,  Jerral  Wayne  * 

Dallas 

320 

276 

Kleberg  family 

King  Ranch 

700 

294 

Marion,  Anne  Windfohr 

Fort  Worth 

330 

272 

Marshall,  James  Howard  II 

Houston 

445 

230 

McLane,  Robert  Drayton  Jr. 

Temple 

330 

270 

Mitchell,  George  Phydias 

Houston 

575 

208 

Moncrief ,  William  Alvin  (Tex)  Jr. 

Fort  Worth 

330 

270 

Moore,  Jerry  J.  ■ 

Houston 

310 

Moores,  John  Jay  ■ 

Sugar  Land 

310 

O'Connor  family 

Victoria 

600 

298 

Perot,  Henry  Ross 

Dallas 

2,500 

118 

Rainwater,  Richard  E. 

Fort  Worth 

700 

191 

Reid,  Elizabeth  Ann 

Denton 

500 

214 

Rowling,  Reese  Mcintosh 

Corpus  Christi 

700 

186 

Sammons  family 

Dallas 

735 

300 

Sarofim,  Fayez  Shalaby 

Houston 

600 

202 

Scharbauer,  Clarence  Jr. 

Midland 

350 

260 

Simmons,  Harold  Clark 

Dallas 

595 

204 

Stanley,  John  R.  ★ 

Houston 

700 

191 

Temple  family 

Diboll  origin 

870 

304 

Ueltschi,  Albert  Lee 

Irving 

450 

226 

Wagner,  Cyril  Jr. 

Midland 

330 

270 

Utah 

Ashton,  Alan  C. 

Orem 

440 

232 

Bastian,  Bruce  W. 

Orem 

440 

232 

Holding,  Robert  Earl  ★ 

Salt  Lake  City 

600 

200 

Huntsman,  Jon  Meade 

Salt  Lake  City 

1,000 

137 

Noorda,  Raymond  J. 

Prove 

500 

221 

Skaggs,  Leonard  Samuel  Jr. 

Salt  Lake  City 

630 

200 

Sorenson,  James  LeVoy 

Salt  Lake  City 

855 

170 

Virginia 

Batten,  Frank  Sr. 

Virginia  Beach 

820 

173 

Cooke, Jack  Kent 

Middleburg 

700 

183 

Currier,  Andrea  ■ 

The  Plains 

309 

Currier,  Lavinia  M.  ■ 

The  Plains 

309 

Darden,  Constance  Simons  du  Pont 

Norfolk 

400 

240 

Gottwald  family 

Richmond 

570 

290 

Kluge,  John  Werner 

Charlottesville 

5,900 

103 

Mars,  Forrest  Edward  Jr. 

McLean 

2,500 

115 

Mars,  John  Franklyn 

Arlington 

2,500 

115 

Mellon,  Paul 

Upperville 

1,000 

134 

*New  entry.    0  Returnee.  "Dropout. 

tNear  miss. 

348 


Name 

City 

Worth 
($mil) 

Page 

Vermont 

Freeman,  Houghton  ■ 

Stowe 

310 

Washington 

Allen,  PaulG. 

Mercer  Island 

$3,910 

111 

Ballmer,  Steven  Anthony 

Bellevue 

1,750 

125 

Clapp  family 

Seattle 

1,200 

284 

Edson,  John  Orin 

oeauie 

OUU 

Gates,  William  Henry  III 

Seattle 

9,350 

103 

McCaw,  Bruce  R. 

Bellevue 

610 

176 

McCaw,  Craig  O. 

Bellevue 

800 

176 

McCaw,  John  Elroy  Jr. 

Seattle 

560 

176 

McCaw,  Keith  W. 

Seattle 

590 

176 

Nordstrom  family 

Seattle 

1,500 

298 

Pigott  family 

Bellevue 

775 

299 

Reed  family 

Seattle 

1,000 

300 

Stuart  family 

Seattle 

700 

304 

Wisconsin 

Haebler 

Milwaukee 

830 

290 

Johnson,  Samuel  Curtis 

Racine 

1,750 

124 

Kohler  family 

Kohler  origin 

550 

294 

Mead  family 

Wisconsin  Rapids 

790 

298 

Menard,  John  R.  Jr.  * 

Eau  Claire 

400 

240 

Reinhart,  Dewayne  B. 

La  Crosse 

450 

230 

Schneider,  Donald  J.  * 

Green  Bay 

550 

210 

Bahamas 

Dorrance,  JohnT.  Ill 

Lyford  Cay 

1,200 

129 

Speer,  Roy  M.  O 

Freeport 

335 

268 

Bermuda 

Pictet,  Marion  MacMillan 

Hamilton  Beach 

570 

168 

Stempel,  Ernest  E. 

Hamilton 

515 

170 

England 

Ackerman,  Peter 

London 

350 

260 

Dart,  Robert  ★ 

London 

330 

268 

Feeney,  Charles 

London 

900 

166 

Getty,  Eugene  Paul  (J.  Paul  Jr.) 

London 

530 

213 

Getty,  Mark  ★ 

London 

355 

213 

Getty,  Tara  Gabriel  G.G.  ★ 

London 

355 

213 

Koch,  Frederick  Robinson 

London 

500 

190 

Soros,  George 

London 

1,200 

132 

Israel 

Arison,  Ted  ■ 

Tel  Aviv 

310 

Mexico 

Brittingham  family 

various 

500 

282 

Switzerland 

Green,  Pincus 

Meggen 

800 

173 

Rich,  Marc 

Meggen 

800 

173 
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ARTICLES  FOR  A  '60s  RADICAL 


SECRETS  FOR  FEELING  YOUNGER 

—  November  1993  issue 

PREVENTING  MEMORY  LOSS 

-  July  1993  issue 

DEALING  WITH  FLASHBACKS 

—January  1993  issue 

PREVENTING  MEMORY  LOSS 

— July  1993  issue 


Tons  of  useful  stuff  for  regular  guys. 
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Ten  years  ago,  with  exquisite  timing,  William  Ziff 
dumped  consumer  magazines  and  invested 
the  proceeds  in  computer  magazines. 
Now  those  are  for  sale.  What's  he  up  to? 
Retirement,  he  says,  and  insists  he  means  it  this  time. 

Motivated  seller 


By  David  C.  Churbuck 

Magazine  publisher  William  Ziff  Jr. 
aroused  suspicions  ten  years  ago  when 
he  put  all  but  a  handful  of  his  proper- 
ties up  for  sale.  It  didn't  make  sense. 
Then  54,  Ziff  had  spent  30  years 
building  this  business  founded  by  his 
father,  a  small  assortment  of  specialty 
magazines  like  Popular  Photography, 
Popular  Aviation  (later  Plying)  and 
Popular  Electronics.  After  his  father, 
who  was  more  interested  in  flying  and 
writing  books  than  in  business,  died 
of  a  heart  attack,  Bill  Ziff  Jr.  bought 
out  his  father's  partner,  Bernard  Da- 
vis. Though  young  and  untested,  Bill 
Jr.  turned  out  to  be  a  smart  business- 
man, and  he  expanded  Ziff-Davis  Inc. 
into  a  larger  and  much  more  lucrative 
collection  of  titles,  including  Car  & 
Driver  and  Stereo  Review.  Why  would 
he  suddenly  want  out?  Did  Ziff  know 
something?  Were  ad  revenues  or  cir- 
culations peaking? 

Then  word  got  out  that  Ziff  was 
dying  of  prostate  cancer.  The  eldest  of 
Ziff  s  three  sons,  then  20,  was  too 
young  to  take  over  the  business.  Ziff 
was  evidently  wrapping  up  his  estate. 
Reassured,  prospective  buyers  bid  fu- 
riously. Car  &  Driver  and  1 1  other 
publications  went  to  CBS  for  $362 
million.  Travel  Weekly  and  11  other 
trade  titles  went  to  News  Corp.  for 
$350  million. 

But  Bill  Ziff  didn't  die  and  he 
didn't  quit  the  magazine  business. 
Cannily,  he  held  back  PC  Magazine 
and  a  number  of  other  publications, 
barely  profitable,  related  to  the  then 
new  world  of  desktop  computing. 
Ziff  built  up  his  computer  publishing 
business  from  scratch,  starting  or 
acquiring  other  publications,  includ- 
ing ?c/ Computing  and  Computer 
Shopper. 


What  timing.  Although  the  maga- 
zines Ziff  sold  weren't  falling  apart, 
they  weren't  growing  the  way  the  PC 
business  was.  CBS  later  sued  Ziff, 
arguing  that  it  had  been  over- 
charged, but  dropped  the  suit  with- 
out getting  any  settlement  and  even- 
tually sold  the  titles  for  a  profit.  But 
while  the  old  magazines  were  just 
ambling,  ZifPs  new  ones  were 
sprinting.  PC  Magazine  has  grown  to 
be  the  seventh-largest  magazine  in 
ad  revenues,  after  Newsweek  and 
ahead  of  Good  Housekeeping.  All 
told,  the  new  Ziff-Davis  Publishing 
Co.  sold  50,000  pages  of  ads  in 
1993,  claims  a  combined  circulation 
of  4  million  and  will  probably  haul  in 
close  to  $950  million  in  revenue  this 
year.  Ziff  doesn't  disclose  profits, 
but  outsiders  estimate  that  flagship 
PC  Magazine  alone  nets  35%  pretax 
on  revenues  of  $175  million. 

Ziff-Davis  Publishing  is  probably 
worth  in  the  neighborhood  of  $2 
billion.  As  a  computer  fortune  in  the 
billion-dollar  class,  the  Ziff  fortune  is 
in  select  company  that  includes  Gates, 
Ellison,  Moore,  Hewlett,  Packard 
and  Ingram.  What  distinguishes  the 
Ziff  computer  fortune  from  the  rest  is 
that  it  is  based  on  neither  hardware 
nor  software  but  paper  and  ink. 

And  now,  in  a  repeat  of  history,  the 
Ziff-Davis  publishing  empire  is  for 
sale.  What's  Ziff  up  to?  Does  he  know 
something?  Is  the  20%  annual  growth 
rate  in  revenues  he  has  experienced 
about  to  end?  Does  he  perceive  a 
coming  demise  of  paper  and  ink  and 
the  ascendancy  of  electronic  publish- 
ing? And  what  happened  to  the  cancer 
that  was  the  motive  for  the  last  sale? 

There  were  whispers  that  Ziff 
wasn't  really  sick  and  that  the  cancer 
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story  was  a  ploy  connected  to  the  sale. 
"I  know  there  were,"  says  Ziff  in 
disgust.  "It's  a  very  paranoid  world. 
It's  a  Greek  world.  If  you  have  cancer, 
then  you're  supposed  to  die."  Now, 
although  the  cancer  is  in  remission,  he 
says  he  just  doesn't  want  to  work 
anymore.  He  retired  a  year  ago,  at  age 
63,  leaving  management  of  the  com- 
pany in  the  hands  of  Eric  Hippeau.  At 
any  rate,  auctioning  off  the  family 
business  was  not  his  decision;  it  was 
his  sons'. 

His  sons  control  the  business?  Yes, 
Ziff  says.  Why,  he  has  been  working 


for  them  ever  since  1969,  he  says, 
when  he  transferred  90%  of  the  busi- 
ness to  trusts  for  their  benefit.  Cous- 
ins own  the  other  10%. 

In  a  daylong  interview  at  his  1 ,300- 
acre  estate  in  Pawling,  N.Y.,  Ziff 
makes  quite  a  show  of  his  deference  to 
the  next  generation.  He  can't  talk 
about  prospects  for  the  publishing 
business,  although  he  would  like  to, 
because  his  sons  won't  let  him.  When 
he  talks  about  his  avocation,  con- 
structing arboretums  (see  box,  p.  354), 
he  speaks  in  a  regal  "we,"  explaining 
that  if  he  moves  a  tree  or  builds  a  shed 


it  is  only  with  his  family's  permission, 
and  he  is  often  outvoted. 

There  is  method  in  this  diffidence. 
Besides  allowing  him  to  deflect  ques- 
tions about  the  motives  for  selling, 
the  1969  trusts  have  brought  some 
direct  financial  benefit  to  Ziff  and 
sons.  Giving  up  ownership  so  early, 
when  the  business  was  worth  only 
millions,  probably  saved  the  Ziffs 
more  than  half  a  billion  dollars  in 
eventual  estate  or  gift  taxes.  The  ar- 
rangement may  also  have  protected 
the  magazine  empire  from  an  untime- 
ly liquidation  when  Ziff  divorced  his 


Anne  and 
Bill  Ziff 
"I  started 
to  retire  three 
years  ago." 


Forbes  400  ■  October  17,  1994 


351 


STATEMENT  OF  OWNERSHIP, 
MANAGEMENT  AND  CIRCULATION 
(Required  by  39  U.S.C.  3685). 

1 .  Title  of  publication:  FORBES. 

2.  Publication  No.  0015614. 

3.  Dateot  Filing:  Sept.  26,  1994. 

4.  Frequency  of  issue:  Biweekly,  except  weekly  during  two 
weeks  in  October. 

5.  No.  of  issues  published  annually:  27. 

6.  Annual  subscription  price:  $57.00. 

7.  Location  of  known  office  of  publication:  60  Fifth  Avenue, 
New  York,  County  of  New  York  City,  N  Y  10011-8865. 

8.  Location  of  the  headquarters  of  general  business  offices  of 
the  publisher:  60  Fifth  Avenue,  New  York,  N.Y.  10011-8865. 

9.  Names  and  complete  addresses  of  Publisher,  Editor,  and 
Managing  Editor.  Publisher:  Jeffrey  M.  Cunningham,  60  Fifth 
Avenue,  New  York,  N.Y.  10011-8865.  Editor:  James  W.  Mi- 
chaels, 60  Fifth  Avenue,  New  York,  N.Y.  10011-8865.  Manag- 
ing Editor:  Lawrence  Minard,  60  Fifth  Avenue.  New  York,  N.Y. 
10011-8865. 

10.  Owner:  Estate  of  Malcolm  S.  Forbes,  60  Fifth  Avenue,  New 
York,  N.Y.  10011-8865.  Malcolm  S.  Forbes,  Jr.  60  Fifth 
Avenue,  New  York,  N.Y.  10011-8865.  Christopher  Forbes,  60 
Fifth  Avenue,  New  York,  N.Y  10011-8865.  Robert  L.  Forbes, 
60  Fifth  Avenue,  New  York,  N.Y.  10011-8865.  Timothy  C. 
Forbes,  60  Fifth  Avenue,  New  York,  N.Y.  10011-8865. 

1 1.  Known  bondholders,  mortgagees,  and  other  security  holders 
owning  or  holding  1  percent  or  more  of  total  amount  of  bonds, 
mortgages  or  other  securities:  None. 

12.  Not  applicable. 

13.  Publication  name:  Forbes  Magazine. 

14.  Issue  date  for  circulation  data  below:  September  26,  1994. 

15.  Extent  and  nature  of  circulation: 

Average 


COMPUTERS/COMMUNICATIONS 


No.  Copies 

Each 

Issue 
During 
Preceding 
12  Months 


Actual  No. 
Copies 
of  Single 

Issue 
Published 
Nearest  to 
Filing  Date 


A.  Total  No.  Copies  Printed 
(Net  Press  Run) 

B.  Paid  Circulation 

1.  Sales  through  Dealers 
and  Carriers,  Street 
Vendors  and  Counter 
Sales  (Not  Mailed) 

2.  Mail  Subscription 

C.  Total  Paid  Circulation 
(Sum  of  15B1  and  15B2) 

D.  Free  Distribution  by  Mail, 
Carrier  or  Other  Means, 
Samples,  Complimen- 
tary, and  Other  Free  Copies 

E.  Free  Distribution  Outside  the 
Mail  (Carriers  or  Other  Means) 

F.  Total  Free  Distribution 
(Sum  of 1 50  and  15E) 

G.  Total  Distribution 
(Sum  ofl5Candl5F) 

H.  Copies  Not  Distributed 
(1)  Office  Use,  Leftovers, 
Spoiled 

2.  Returns  From  News 
Agents 

I.  Total 

(Sum  of  256,  15H(1),  1 5H(2) 
Percent  Paid  and/or  Requested 
Circulation  (15C/15G xlOO) 

16.  This  statement  of  Ownership  will  be  printed  in  the  Oct.  17, 
1994  issue  of  this  publication. 

1 7.  Signature  and  Title  of  Editor,  Publisher,  Business  Manager 
or  Owner 

LEONARD  H.  YABLON 
Executive  Vice  President 
I  certify  that  the  statements  made  by  me  above  are  correct  and 

complete. 


923,470 


41,253 
734,261 

775,513 


57,324 
2,911 


60,235 
835,748 


11,372 


76,350 
923,470 


92.79 


921,897 


36,100 
735,303 


771,403 


52,984 
9,315 


62,299 
833,702 


3,033 


85,162 
921,897 


92.53 


Dirk  and  Robert  Ziff 

"The  kids  [knew]  that,  ready  or  not,  they  were  going  to  have  this  responsibility." 


first  wife  in  1974. 

The  sons  are  Dirk,  30;  Robert,  28; 
and  Daniel,  22.  Of  the  three,  Robert 
and  Dirk  have  worked  in  the  publish- 
ing business  and,  for  whatever  reason, 
Dirk  didn't  get  the  chief  executive 
slot,  which  went  to  Hippeau.  With 
the  proceeds  of  the  sale,  which  could 
take  place  by  the  end  of  the  year,  the 
younger  Ziffs  are  going  to  veer  off  in 
new,  undisclosed  directions. 

The  sons  aren't  the  spoiled,  tennis- 
playing  swells  you  would  expect.  Dirk 
has  an  M.B.A.  from  Harvard  and  a 
resume  that  includes  some  experience 
under  Richard  Rainwater,  who 
helped  the  Bass  brothers  turn  a  small 
inherited  fortune  into  a  giant  one. 
Dirk  is  also  an  accomplished  amateur 
musician  who  plays  lead  guitar  on  one 
of  the  songs  for  Carly  Simon's  new 
album.  Robert  graduated  first  in  his 
class  from  Cornell  Law  School.  Dan- 
iel is  a  student  at  Columbia.  They  may 
turn  Ziff-Davis  sans  magazines  into  a 
merchant  bank  that  plavs  with  its  own 
capital. 

But  without  him,  Ziff  insists.  He 
is  retired,  period.  In  a  way  he  is 
replaying  history.  Although  his  own 
father  didn't  retire,  he  did  depart  the 
scene  early,  leaving  the  young  Bill  Jr. 


to  develop  out  of  the  shadow  of  the 
old  man.  Ziff  says  he  wants  his  boys 
to  have  the  same  opportunity.  He 
explains:  "I  don't  know  if  I  could 
have  worked  for  my  dad.  Gosh,  he 
wanted  me  to  be  more  obedient 
than  I  wanted  to  be.  He  wanted 
more  submission  than  I  was  willing 
to  offer,  and  he  wanted  the  admira- 
tion-intimacy tradeoff  to  be  weight- 
ed on  a  side  that  I  disagreed  with.  I 
thought  it  made  him  lonely,  and  me, 
too.  We  were  very  intensely  close  to 
one  another,  but  we  didn't  agree  on 
these  things.  I  have  always  told  my 
sons,  'Look,  I  don't  know  if  I  would 
have  gone  into  business  if  my  father 
had  stayed  on  earth.' 

"I  was  rescued  from  a  life  of  ab- 
straction by  business,"  he  says.  Bil 
Ziff  had  been  studying  philosophy  in 
Heidelberg,  Germany  when  his  father 
died.  He  now  thinks  he  studied  phi- 
losophy not  because  he  really  wanted 
to  but  because  his  professors  persuad- 
ed him  to. 

He  wasn't  really  happy  in  academia. 
"My  branch  of  academia  was  about 
deconstructing  Western  culture  and 
everything  we  loved.  Deconstruc- 
tionists  are  competent  at  revealing 
other  people's  structural  errors,  but 
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To  handle  the  blizzard  of  reservation 
calls  during  the  busy  season,  Taos  Valley 
Resorts  had  to  ask  many 
potential  customers  to 
hang  on.  Unfortunately, 
too  many  simply  hung  up. 

Sprint  Business  created 
a  real  solution:  Enhanced 


When  Sprint  Business 
took  our  customers  off  hold, 
business  snowballed. 


800SM  Service  instantly  transferred  calls 
to  Taos  operators  at  other  sites,  so 
customers  got  through  quickly.  And 
reservations  jumped  30%. 

We've  also  helped  put  their  marketing 
communications  in  peak  condition  with 
SprintFAX®  At  the  push  of  a  button, 
they  now  send  timely  promotions  and 
snow  updates  to  more  than  200  news- 
papers and  travel  agents  simultaneously. 
It  gives  Taos  Valley  Resorts  a  real  edge 
over  the  competition. 

No  matter  what  business  you're  in, 
Sprint  Business  can  help  you  turn  com- 
munications technology  into  a  powerful 
business  tool.  One  that  can  help  make 
you  more  profitable.  And  isn't  that  why 
you're  in  business  in  the  first  place? 

Find  out  how  we  can  help  your  business 
do  more  business.  Call  1-800-598-5000. 


India  Hatch 
President 

Taos  Valley  Resort  Assn. 


REAL  BUSINESS 

Taos  Valley  Resort 
Association 


REAL  PROBLEM 

Sales  lost  due  to  busy 
reservation  lines 


REAL  SOLUTION     REAL  RESULTS 

Calls  re-routed  instantly  to  30%  more  reservations 

available  operators  boosted  profits 


Sprint. 

Business 
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incompetent  at  building  anything 
themselves.  I  felt  like  leaving  the  scene 
of  the  accident  and  going  into  some 
sort  of  normal  life.  So  I  went  into 
business  after  dad  died  because  I 
wanted  to  get  into  a  practical  worka- 
day environment.'1 

So  he  wants  to  get  out  of  his  sons' 
way  so  they  can  make  their  choices 
without  being  beholden  to  him. 
Hence  the  inheritance  before  rather 
than  after  a  funeral. 

Bill  Ziff  wants  to  make  it  clear  that 


his  retirement  this  time  is  entirely 
different  from  the  temporary  retire- 
ment when  he  thought  he  was  dying 
of  cancer.  "I  was  pretty  unsettled 
then.  My  life  was  not  in  order,  and  I 
was  terribly  worried  about  my  chil- 
dren, and  I  wasn't  ready  to  die.  This 
time  not  one  of  those  things  is  true. 
I'm  not  worried  about  my  children, 
my  [second]  wife  is  a  marvelous 
friend.  I'm  expecting  to  die  in  a  ge- 
neric sense  of  natural  causes  at  some 
indeterminate  time. 


"I  had  one  job  for  40  years,  an 
nobody  can  accuse  me  of  lacking 
stamina.  I  was  beginning  to  accuse) 
myself  of  needing  to  be  in  that  job 
rather  than  wanting  to  just  go  out  and 
live.  I  started  to  retire  three  years  ago. 
The  kids  had  always  known  that 
ready  or  not,  they  were  going  to  have! 
this  responsibility.  I  will  never  dq 
another  commercial  venture  as  long 
as  I  live.  Never.  Never.  Never,"  pro- 
claims Ziff  in  an  allusion  to  King  Leat 
(Act  V,  scene  iii).  HB 


"This  is  my  own 
attempt  at  art" 

If  you  can't  take  it  with 
you,  what  do  you  leave  be- 
hind? The  Rothschilds 
left  behind  a  dynasty;  Le- 
land  Stanford  a  universi- 
ty; Andrew  Carnegie  hun- 
dreds of  public  libraries; 
Henry  Ford  a  foundation. 
Yet  others,  such  as  steel 
man  Charles  Schwab,  frit- 
tered their  fortunes  away 
or  left  behind  courtrooms 
filled  with  feuding  heirs. 

William  B.  Ziff  Jr.  is 
building  three  grand  gar- 
dens, arboretums  to  be 
precise,  of  endangered  na- 
tive North  American 
plants.  In  Pawling,  N.Y., 
Manalapan,  Fla.  and  As- 
pen, Colo.,  Ziff  has  spent 
close  to  two  decades 
building  preserves  for  indig- 
enous trees  and  plants.  In 
August  he  took  Forbes  on  a 
tour  of  his  1,300-acre 
Quaker  Hill  Natural  Plant 
Garden  in  Pawling. 

The  scale  of  Ziffs  hor- 
ticultural ambitions  is  stag- 
gering, something  Nebu- 
chadnezzar might  want  to 
do,  but  Ziff  has  better 
gardening  tools.  Like  a  fleet 
of  Caterpillar  D-5  bull- 
dozers, front-end  loaders 
and  graders.  He  is  not  the 
cliche  tycoon  with  a  green- 
house filled  with  rare  or- 
chids, for  Ziffs  scale  is 
grand.  Bill  Ziff  plants 
trees,  directing  an  army  of 


Gardener  Ziff  with  conifer 

"It's  just  a  labor  of  love,  and  it's  better  intended  than  most." 


earthmovers  and  quarry- 
men  in  the  construction  of 
trout  ponds,  waterfalls, 
ridges  and  meadows,  all  ac- 
cording to  a  plan  that  has 
been  1 7  years  in  the  making 
and  is,  by  Ziffs  estimate, 
10  years  from  completion. 
Why? 

"I'm  not  a  channeler 
or  a  New  Age  kind  of  guy," 
Ziff  explains.  "I  don't 
consider  myself  an  inspired 
person  so  much  as — 


thanks  to  money — an  en- 
abled person.  In  fishing, 
golf  and  gardening,  if  you 
don't  have  a  healthy  tol- 
erance for  your  own  inepti- 
tude, then  it  isn't  for  you. 
Good  gardening  is  like 
poetry.  It  has  to  rhyme  or 
scan.  If  you  want  to  do  a 
good  garden  you  should  be 
limited  in  your  palette.  A 
good  garden  needs  a  meter. 
If  it's  chaotic,  then  it  of- 
fends mv  sense  of  order." 


He  explains  his  vision: 
"We  have  gardens  in  three 
places  and  do  the  same 
thing  in  each  place,  which  is 
to  have  only  native  plants, 
but  this  one  is  the  most  in- 
teresting to  me  because 
we  have  such  an  incredible 
convergence  of  native 
species  here.  What  you  can 
do  is  condense  and  signi- 
fy. You  can  bring  certain 
plants  and  trees  together 
in  one  site  in  combination 
with  such  gestures  as  the 
view  and  the  water  that  youj 
would  ordinarily  have  to 
travel  hundreds  of  miles  to 
see  nature  randomly  repli- 
cate. That  is  what  we  have 
here.  Naturalism  is  the  de- 
termining factor,  with  the 
oriental  principles  of  sym- 
bolism and  compression 
governing  layout. .  . .  We 
have  literally  thousands  of 
pages  of  plans.  We  try  not 
to  regard  it  as  some  rigid 
thing  where  if  we  don't 
come  in  on  cost  or  on  time 
we  get  penalized.  You 
can't  do  art  that  way." 

So  instead  of  spending 
his  remaining  years  becom 
ing  an  amateur  painter  or 
trying  his  hand  at  poetry  as 
people  used  to  do,  Bill 
Ziff  has  become  a  large- 
scale  landscape  amateur. 
"I  don't  have  pretensions," 
he  says.  "It  is  just  a  labor 
of  love,  and  it's  better  in- 
tended than  most.  And  as 
for  the  rest,  to  hell  with 

it."  -D.c.c.  m 
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Tke  most  powerful 
carrier  of  information  ever 
created  isn't  a  kigkway  at 
all.  It's  a  super-s^z/way. 
And  it  exists  today  —  a 
satellite  network  tkat  is 
ukiquitous,  reliakle  and 
worldwide. 

Unlike  fik  er  optics, 
satellites  can  send  data  to 
any  point  on  eartk,  at  sea 
or  in  tke  air  —  all  at  tke 
same  time.  Nor  are  tkey 
as  vulnerakle  to  natural 
catastropkes  like  kurricanes 
and  eartkquakes. 

Satellites  are  as  cost- 
effective  wketker  tkey're 
teaming  information  across 
town  or  across  oceans. 
And  tkey  are  essential  for 
today's  kroadcast,  cakle, 
kusiness  TV  radio,  data 
transmission,  educational 
programming  and  tele- 
pkony  industries. 

Tke  information  kigk- 
way is  ckanging  rapidly,  kut 
satellites  will  continue  to 
provide  tke  indispensakle 
fast  lane.  For  a  free  krockure 
on  kow  satellites  can  kelp 
your  kusiness,  call  us  at 

1-800-542-2538. 


World's  leading  commercial 
satellite  operator. 

HUGHES 

COMMUNICATIONS 

A  unit  of  GM  Hughes  Electronics 
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EDITED  BY  WILLIAM  G.  FLANAGAN 

Jackson  Hole,  Wyo.  has  become  a  magnet  for 
America's  superrich.  But  the  more  Jackson  Hole 
remains  the  same,  the  more  it  will  change. 

House  w/vu, 
8  acres, 
$3  million 


By  James  M.  Clash 

A  recknt  cartoon  in  the  Jackson 
Hole  News  shows  two  cowboys  ob- 
serving a  passing  pickup  truck  with  a 
huge  bag  of  money  in  the  back. 
"Well,  lookee  here,"  quips  one.  ''An- 
other first-time  homeowner  to  Jack- 
son." The  second  cowboy  chimes  in: 
"You  mean  potential  homeowner." 

The  second  cowboy  has  it  right.  A 
pickup  full  of  money  doesn't  buy 
much  house  in  Jackson  Hole  any- 
more, with  prices  up  33%  on  average 
last  year.  Jackson  Hole — as  the  town 
of  Jackson  and  surrounding  Teton 
County  are  commonly  called — is  hot- 
ter these  days  than  such  better-known 
mountain  spots  as  Sun  Valley,  Idaho; 
Bozeman,  Mont.,  and  Aspen,  Vail 
and  Telluride  in  Colorado.  "A  mil- 
lion-dollar house  out  here  is  noth- 
ing," says  part-time  Jackson  Hole 
resident  Allan  Lozier,  who  has  accu- 
mulated a  $280-million- 
plus  fortune  selling  store 
fixtures  and  just  missed 
making  our  listing  of  the 
country's  400  wealthiest 
people  this  year. 

One  9,000-square-foot, 
15 -room  house  on  7  acres 
in  the  exclusive  John 
Dodge  area  recently  sold 
for  $3. 5 -million-plus  to 
Berrien  Becks  Jr.,  a  rich 
lawyer  and  developer  from 
Daytona  Beach,  Fla.  That 
was  a  relative  bargain.  Wil- 
liam D.  Weiss,  founder  of 
Mcdtech  Laboratories, 
could  probably  get  around 


$10  million  for  his  25,000-square- 
foot  house  and  guest  structures  on  10 
acres  if  he  put  them  on  the  market. 

Jackson  Hole  (pop.  13,800)  is  fast 
becoming  a  high-altitude  version  of 
Santa  Barbara,  Palm  Beach  or  Lyford 
Cay — a  favored  place  for  America's 
superrich  to  build  their  second,  third 
or  fourth  homes.  Among  the  past  and 
present  members  of  The  Forbes  Four 
Hundred  and  their  heirs  who  own 
homes  in  or  near  Jackson  Hole:  Paul 
Allen,  the  Laurance  Rockefellers, 
Charles  du  Pont,  Richard  Sugden, 
August  Busch,  Paul  von  Gontard, 
Leonard  Firestone.  Barron  Collier, 
who  already  owns  a  ranch  in  Cody,  is 
rumored  to  be  looking. 

The  late  Sharon  Disney  Lund's  es- 
tate owns  a  palatial  ranch  home  in  the 
valley.  So  do  Wall  Streeters  James 
Wolfensohn  (James  D.  Wolfensohn 


New  home  construction  in  chic  Jackson  Hole 
Demand  surges  in  the  $l-miilion-plus  segment. 


Inc.),  Max  C.  Chapman  Jr.  (Nomura 
Securities  International's  chief  execu- 
tive) and  Steve  Friedman  (soon  to 
retire  from  Goldman,  Sachs'  chair- 
manship). Actor  Harrison  Ford  owns 
a  big  ranch  ten  minutes  from  town 
worth  more  than  $10  million. 

What's  so  special  about  an  arid 
patch  of  ground  high  in  the  Tetons? 
No  state  income  or  inheritance  taxes, 
for  one  thing.  And  a  blase  attitude 
about  celebrities  that  offers  privacy 
for  the  overexposed.  Nomura  Securi- 
ties' Max  Chapman  tells  a  story  about 
Bubba's,  a  family-style  restaurant  in 
Jackson  Hole.  Bubba's  serves  a 
$7.60-a-person  chicken-and-ribs  din- 
ner that  is  wildly  popular,  and  the  wait 
for  a  table  can  easily  stretch  to  a  half 
hour  or  more.  "One  night  Arnold 
Schwarzenegger  and  Maria  Shriver 
went  to  Bubba's  for  dinner,"  relates 
Chapman,  with  relish.  "When  they 
were  asked  to  put  their  names  on  a 
waiting  list,  they  informed  the  wait- 
ress that  they  didn't  wait  to  be  seated. 
'Then  you  don't  eat  at  Bubba's,'  they 
were  told,  and  they  didn't." 

"Unlike  at  Vail  and  Aspen  and 
those  places,  people  don't  bother  you 
out  here,"  says  Chapman,  who  in 
1991  built  a  beautiful  log  home  com- 
plete with  squash  court  and  "stargaz- 
ing room"  on  500  acres  near  the 
Snake  River.  "I've  never  even  met  Jim 
Wolfensohn,  my  neighbor  just  down 
the  river." 

But  more  than  taxes  and  attitude, 
it's  the  beauty  of  the  place  that  draws 
moneyed  people  to  Jackson  Hole, 
and  has  for  decades.  In  1926  John  D. 
Rockefeller  Jr.  began  secretly  buying 
land  around  Jackson  Hole  under  cover 
of  the  Snake  River  Land  Co. 
In  1949  Rockefeller  donat- 
ed 33,562  of  his  acres  to 
Teton  National  Park.  As  a 
result  of  his  gift,  just  3%  of 
Jackson  Hole  can  be  devel- 
oped for  commercial  and 
residential  use,  meaning 
97%  of  the  land  will  always 
be  open  space  with  un- 
spoiled views  of  the  expan- 
sive valley  floor  and  Matter- 
hornesque  spire  of  the 
13,770-foot  high  Grand 
Teton. 

Limiting  die  supply  of  ex- 
ploitable land  helped  to  in- 
crease gready  the  value  of 
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-or  sale:  Anheuser-Busch  heiress  Oatsy  von  Gontard's  place 

Unobstructed  views  of  the  13,770-foot  Grand  Teton— yours  for  $3  million. 


the  Jackson  Hole  property  that  has 
remained  in  Rockefeller  family  hands: 
:heir  1,000-acre  JY  Ranch,  north  of 
town,  and  their  18-acre  Valley  Ranch, 
n  the  posh  Fairway  Estates  area.  But 
most  of  the  world  was  slow  to  catch 
on  to  what  the  Rockefeller  gift  would 
mean  to  Jackson  Hole's  real  estate 
narket. 

Until  the  1920s  Jackson  Hole  re- 
named a  fur-trapping  and  ranching 
:ommunity  that  shut  down  in  winter, 
>vhen  temperatures  dip  to  30  degrees 
Delow  zero.  As  cars  and  highways 
proliferated,  a  modest  tourist  trade 
developed  around  the  dude  ranches 
:hat  sprang  up  to  cater  to  wealthy 
easterners.  In  1965  the  Jackson  Hole 
Ski  Corp.  opened  and  the  town  be- 
:ame  a  year-round  resort  (see  box.,  p. 
362).  But  it  wasn't  until  1981  that 
Frontier  Airlines  brought  jet  service 
:o  tiny  Jackson  Hole  Airport,  making 


the  town  fairly  accessible  through 
Denver.  That  brought  in  the  big  out- 
side money — mostly  from  California 
and  New  York — which  began  stoking 
the  real  estate  fire. 

Other  important  developments: 
faxes,  FedEx  and  portable  comput- 
ing, which  enable  many  highly  paid 
people  to  work  wherever  there  are 
phone  jacks  and  airports. 

Alan  Hirschfield,  once  head  of  Co- 
lumbia Pictures  and  Twentieth  Cen- 
tury Fox,  and  Allan  Tessler,  former 
managing  partner  at  New  York  law 
firm  Shea  &  Gould,  are  what  the 
locals  call  "modem  cowboys."  They 
conduct  business  out  of  Jackson  Hole 
as  cochairmen  of  Data  Broadcasting 
Corp.,  maker  of  the  wireless  hand- 
held stock  quote  device  Quotrek.  "I 
can  access  the  same  information  at  the 
same  time  here  as  in  Los  Angeles  or 
New  York,"  says  Hirschfield.  "And 


I've  got  the  mountains,  clean  air  and  a 
way  of  life  most  people  enjoy  only  two 
weeks  a  year." 

Everything  came  together  for  Jack- 
son Hole  in  the  late  1980s.  Bland 
Hoke,  senior  partner  at  Jackson  Hole 
Realty,  the  town's  oldest  real  estate 
firm,  says  he  can't  remember  a  home 
in  Jackson  Hole  going  for  over  $1 
million  until  1988.  Since  August 
1992,  reports  Hoke,  more  than  30 
$1 -million-plus  places  have  sold,  a 
huge  volume  for  an  area  with  just 
13,800  full-time  residents. 

Far  from  deterring  new  buyers,  the 
high  and  rising  prices  are  luring  them 
in.  For  example,  Hong  Kong-based 
developer  Adrian  Zecha  (his  exclusive 
Amanresorts,  including  Bali's  Aman- 
kila  and  Thailand's  Amanpuri,  charge 
up  to  $1 ,200  a  night  for  a  room)  has 
just  committed  almost  $6  million  to 
codevelop  1,000-acre  Spring  Creek 
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"Modem  cowboy"  Alan  Hirschfield's  Jackson  Hole  digs 

"Mountains,  clean  air,  a  way  of  life  most  people  enjoy  only  two  weeks  a  year." 


Resort  as  his  first  property  on  the  U.S. 
mainland.  Zecha  plans  to  put  up  a 
posh  40 -room  hotel  among  the  con- 
dominiums and  second  homes  al- 
ready there  and,  as  he  says,  "charge 
the  hell  out  of  it." 

Why  did  Zecha  choose  Jackson 
Hole  instead  of  Telluride  or  Aspen? 
"With  only  3%  of  the  land  available, 
no  one  can  take  away  that  view,"  he 
replies  in  a  telephone  call  from  his 
resort  in  Bali.  "You  don't  have  that 
kind  of  control  at  the  other  places." 

But  while  the  views  remain  pretty 
much  as  John  Rockefeller  first  saw 
them,  Jackson  Hole's  social  structure 
is  undergoing  convulsive  change. 

The  flood  of  money  into  Jackson 
Hole  is  triggering  some  deep  resent- 
ment from  many  longtime  local  resi- 


dents. Take  Steve  Curtis,  40,  a  local 
writer/photographer  and  carpenter 
who's  been  a  Jackson  Hole  resident 
for  22  years.  Just  across  from  the 
Millward  Trailer  Park,  where  he  pays 
$150  a  month  to  park  his  $6,500  rig, 
is  a  gate  with  24-hour  sentries  who 
guard  the  exclusive  Teton  Pines  de- 
velopment. Behind  that  gate  are 
homes  currently  valued  at  $800,000 
to  $3.5  million;  they're  owned  by 
such  people  as  Procter  &  Gamble 
Chief  Executive  Edwin  Artzt,  South- 
west Airlines  Chief  Executive  Herb 
Kelleher  and  former  Defense  Secre- 
tary (and  likely  presidential  contend- 
er) Richard  Cheney.  Before  Teton 
Pines  was  opened  in  1986,  Curtis  ran 
his  golden  retriever  around  the  edges 
of  the  property's  moose  swamps. 


Now  that  houses  and  an  18-hole  golf 
course  have  replaced  the  moose 
swamps,  Curtis  is  prohibited  from  | 
entering  the  area.  Loss  and  envy  seep 
into  his  voice  when  he  says:  "Wyo- 
ming's always  been  known  for  open 
country,  where  people  had  respect  for 
each  other.  That  gate  really  pissed  us 
off.  There's  no  crime  in  Jackson.  It 
was  put  up  mainly  to  create  a  sense  of 
superiority  for  the  trophy  homes  be- 
hind it."  ' 

Now  Curtis'  very  existence  in  Jack- 
son Hole  is  threatened.  With  its  prime 
location  across  from  Teton  Pines,  the 
1  -  acre  mobile  home  court  where  Cur- 
tis lives  is  rumored  to  be  up  for  sale. 
Asking  price:  $850,000. 

"I'll  probably  just  leave  Jackson," 
Curtis  says.  "It's  not  the  same  town  I 
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"Modem  cowboy"  Alan  Hirschfield's  Jackson  Hole  digs 

"Mountains,  clean  air,  a  way  of  life  most  people  enjoy  only  two  weeks  a  year." 


Resort  as  his  first  property  on  the  U.S. 
mainland.  Zecha  plans  to  put  up  a 
posh  40-room  hotel  among  the  con- 
dominiums and  second  homes  al- 
ready there  and,  as  he  says,  "charge 
the  hell  out  of  it." 

Why  did  Zecha  choose  Jackson 
Hole  instead  of  Telluride  or  Aspen? 
"With  only  3%  of  the  land  available, 
no  one  can  take  away  that  view,"  he 
replies  in  a  telephone  call  from  his 
resort  in  Bali.  "You  don't  have  that 
kind  of  control  at  the  other  places." 

But  while  the  views  remain  pretty 
much  as  John  Rockefeller  first  saw 
them,  Jackson  Hole's  social  structure 
is  undergoing  convulsive  change. 

The  flood  of  money  into  Jackson 
Hole  is  triggering  some  deep  resent- 
ment from  many  longtime  local  resi- 


dents. Take  Steve  Curtis,  40,  a  local 
writer/photographer  and  carpenter 
who's  been  a  Jackson  Hole  resident 
for  22  years.  Just  across  from  the 
Miilward  Trailer  Park,  where  he  pays 
$150  a  month  to  park  his  $6,500  rig, 
is  a  gate  with  24-hour  sentries  who 
guard  the  exclusive  Teton  Pines  de- 
velopment. Behind  that  gate  are 
homes  currentiy  valued  at  $800,000 
to  $3.5  million;  they're  owned  by 
such  people  as  Procter  &  Gamble 
Chief  Executive  Edwin  Artzt,  South- 
west Airlines  Chief  Executive  Herb 
Kelleher  and  former  Defense  Secre- 
tary (and  likely  presidential  contend- 
er) Richard  Cheney.  Before  Teton 
Pines  was  opened  in  1986,  Curtis  ran 
his  golden  retriever  around  the  edges 
of  the  property's  moose  swamps. 


Now  that  houses  and  an  18 -hole  golf 
course  have  replaced  the  moose 
swamps,  Curtis  is  prohibited  from 
entering  the  area.  Loss  and  envy  seep 
into  his  voice  when  he  says:  "Wvo- 
ming's  always  been  known  for  open 
country,  where  people  had  respect  for 
each  other.  That  gate  really  pissed  us 
off.  There's  no  crime  in  Jackson.  It 
was  put  up  mainly  to  create  a  sense  of 
superiority  for  the  trophy  homes  be- 
hind it."  ' 

Now  Curtis'  very  existence  in  Jack- 
son Hole  is  threatened.  With  its  prime 
location  across  from  Teton  Pines,  the 
1  -acre  mobile  home  court  where  Cur- 
tis lives  is  rumored  to  be  up  for  sale. 
Asking  price:  $850,000. 

"I'll  probably  just  leave  Jackson," 
Curtis  says.  "It's  not  the  same  town  I 
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PERSONAL  AFFAIRS 


knew  anyway.  The  character  has  been 
redefined  by  all  the  outside  money." 

Many  of  Jackson  Hole's  poorer  res- 
idents have  already  been  forced  by 
rapidly  escalating  real  estate  values  to 
live  in  such  adjacent  towns  as  Victor 
and  Driggs,  Idaho,  20  to  30  miles 
away,  across  the  dangerous  8,429- 
foot-high  Teton  Pass.  Some  live  in 
illegal  tent  communities  like  Mosqui- 
to Creek;  others  have  become  "couch 
surfers'" — a  local  term  for  people  who 
rotate  among  the  couches  of  friends. 

Some  of  Jackson  Hole's  moneyed 
residents  sympathize  with  their  non- 
affluent  neighbors'  plight.  Allan  Lo- 
zier  remembers  buying  his  modest 
house  (now  valued  at  about  $1.5 
million)  at  the  Jackson  Hole  Golf  & 
Tennis  Club  in  1987.  "At  the  time 
Jackson  was  fairly  low  key,  that's  what 
I  liked  about  it,"  says  Lozier.  "But 
now  it's  like  another  Aspen." 

And  likely  to  grow  more  so.  Bob 
Graham,  president  of  Real  Estate  of 
Jackson  Hole  and  a  local  resident  for  a 
quarter  century,  says  the  newly  ap- 
proved Teton  County  Master  Plan, 
which  essentially  limits  development 
of  new  land  to  one  house  per  35  acres, 


Endangered  Millward  Trailer  Park 

For  now,  $150  a  month  buys  neighbors 

like  Dick  Cheney  and  Herb  Kelleher. 


will  make  housing  even  more  scarce, 
driving  prices  up  further.  Sighs  Allan 
Lozier:  "I  can't  see  how  prices  can 
stop  escalating." 


Lozier  has  no  plans  to  cash  in,  but 
some  of  his  socioeconomic  classmates 
do.  Bland  Hoke,  the  real  estate  agent, 
is  busily  listing  new  properties.  If] 
you're  on  a  budget,  Hoke  can  show 
you  the  8,000-square-foot,  15-room 
von  Gontard  place,  going  for  $3  mil- 
lion. Reason  for  sale:  an  unpleasant 
divorce  between  Anheuser-Busch 
heiress  Oatsy  von  Gontard  and  her 
husband,  Joel  Baker. 

Or  there's  the  7,000-square-foot 
log  home  currently  being  built  on 
spec  on  6  acres  near  the  Snake  River 
with  hill  Teton  views.  Asking  price: 
$4.5  million.  And  for  the  Rockefeller 
aspirant,  Hoke  has  part  of  the  old 
Lucas  ranch — 365  acres  on  the  East 
Gros  Ventre  Butte.  Asking  price: 
$13.6  million — $37,260  an  acre. 
Hoke  says  he  received  32  inquiries  for 
the  parcel  on  the  first  day  he  adver- 
tised it  in  the  Wall  Street  Journal. 

Says  Jackson  Hole  Mnweditor  Angus 
Thuermer:  "The  mountains  aren't  go- 
ing away.  Technology's  not  going 
backwards.  I  have  a  hard  time  thinking 
real  estate  will  ever  crash  in  Jackson." 
The  more  Jackson  Hole  stays  the  same, 
the  more  it  will  change.  m 


Attention, 
bargain  hunters 


Everything  being  rela- 
tive, real  estate  prices  in 
Jackson  Hole's  Teton 
Village  area,  at  the  bottom 
of  the  ski  lifts,  look  like 
bargains.  "Prices  in  Teton 
Village  have  been  flat  for 
three  or  four  years,"  says 
Steve  Hancock,  co-own- 
er of  Jackson  Hole  Realty. 
"You  can  buy  a  lot  in  Te- 
ton Village  for  $300,000 
today,  but  you  could've 
bought  the  same  lot  three 
years  ago  for  $275,000." 
Elsewhere  in  Jackson 
Hole,  prices  are  up  33% 
in  the  past  year  alone  (see 
story). 

The  ski  area  is  con- 
trolled by  Jackson  Hole  Ski 


Corp.,  which  hasn't  put 
much  money  into  the 
mountain  or  Teton  Vil- 
lage since  it  was  opened  in 
1965.  Some  lifts  are  20  to 
30  years  old.  While  the 
mountain  is  nirvana  for 
expert  skiers  (at  4,139  feet, 
it  boasts  the  greatest  ver- 
tical drop  of  any  U.S.  re- 
sort), it's  not  as  accessible 
for  beginners  and  interme- 
diates— many  skiing  fam- 
ilies prefer  to  buy  in  Vail  or 
Deer  Valley.  Nor  does 
Teton  Village  have  the 
trendy  restaurants,  art 
galleries,  clothing  and  oth- 
er shops  found  in  the  ritz- 
ier sections  of  Jackson 
Hole. 

Still  worse,  Jackson 
Hole  Ski  Corp.  founder 
Paul  McCollister  and 
one  of  his  minority  inves- 
tors, Dutch  oil  trader 
John  Deuss,  fought  each 
other  in  court  from  1988 


to  1992  for  control  of  the 
ski  area  and  Teton  Vil- 
lage. "People  avoided  the 
village  like  the  plague," 
says  McCollister. 

Suddenly  things  are 
beginning  to  look  up.  In 
1992  John  Kemmerer 
III,  whose  family  sold  its 
Wyoming  coal  company 
to  Gulf  Oil  for  $330  mil- 
lion in  1981,  bought 
80%  of  the  resort  for  an  es- 
timated $20  million  (he 
currently  owns  90%).  In 
June  Kemmerer  and  re- 
sort President  John  Re- 
sor — whose  family  is  the 
largest  landowner  in  Jack- 
son Hole — unveiled 
plans  to  upgrade  the 
mountain's  ski  lifts,  add 
new  ones  and  further  de- 
velop Teton  Village. 

"The  mountain  needs 
money,  and  I  am  willing  to 
spend  money,"  Kem- 
merer told  the  Jackson  Hole 


News  in  August. 

Real  estate  agent  Han- 
cock thinks  property  values 
will  respond.  If  so,  Teton 
Village  could  have  some 
bargains.  A  4,000- 
square-foot  Teton  Village 
house  currently  listing  at 
$800,000  would  fetch  over 
$1.2  million  in  a  tonier 
part  of  town  like  the  John 
Dodge  subdivision,  4 
miles  away. 

Potential  buyers,  keep 
this  in  mind:  Resort  im- 
provements will  come 
slowly.  The  U.S.  Forest 
Service  must  approve  the 
rest  of  Kemmerer's  moun- 
tain plan,  most  likely  a 
two-year  process.  Enlarg- 
ing Teton  Village,  which 
needs  county  approval,  will 
also  take  time.  Kem- 
merer and  Resor  expect  to 
spend  10  to  15  years  on 
the  project. 

-Alexandra  Alger  m 
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Whatever  you  do, 
doirt  shake  the  magazine. 
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Remy  Martin  Fine  Champagne  cognac.  Exclusively 
from  grapes  of  the  Cognac  regions  two  best  areas. 


To  learn  more  about  cognac  and  the  world 
of  Remy  Martin,  call  1-800-678- REMY  for  our 
10-minute  video.  Complimentary, 
while  supplies  last;  offer  expires  8-31-95. 


PERSONAL  AFFAIRS 


If  Armand  Hammer's  ghost  could  visit  the  museum  he 
established,  it  would  be  rattling  its  chains  in  frustration. 

The  master  cynic 


By  Christie  Brown 

In  life  the  late  Armand  Hammer 
tended  to  treat  Occidental  Petro- 
leum's money  as  his  own — even 
though  at  his  death  he  owned  less 
than  1%  of  the  stock. 

Even  in  death  he  planned  to  use 
Oxy  money  to  insure  a  ldnd  of  immor- 
tality for  himself.  But  his 
posthumous  gamble  isn't 
working  out  well. 

When  Hammer,  then  92 
but  still  Oxy's  chairman 
and  undisputed  boss, 
opened  "The  Armand 
Hammer  Museum  of  Art 
and  Cultural  Center"  on 
Nov.  28,  1990,  the  entire 
$96  million  bill  had  been 
paid  by  Oxy  stockholders. 
There  the  museum  stood 
on  Wilshire  Boulevard  in 
Los  Angeles,  directly  in 
back  of  Oxy  corporate 
headquarters — the  very  lo- 
cation seemingly  chosen  to 
make  sure  the  giant  oil 
company  couldn't  disown 
its  longtime  chairman's 
ambition. 

It  is  built  of  flashy  gray- 
and-white-striped  marble, 
with  its  official,  Hammer- 
bearing  name  carved  in  let- 
ters 3  feet  high  on  two 
sides.  At  the  opening,  a  7-foot-high 
portrait  of  Hammer  filled  the  lobby.  A 
bust  of  Hammer  decorated  the  cen- 
tral courtyard. 

The  second  floor  showcased  Ham- 
mer's art  collection.  It  included  140 
Old  Master  and  impressionist  works 
by  Rembrandt,  Peter  Paul  Rubens, 
Edgar  Degas,  Vincent  van  Gogh.  The 
prize,  a  72 -page  manuscript  by  Leo- 
nardo da  Vinci,  lay  in  solitary  majesty 
in  a  dim,  chapel-like  gallery.  Renamed 
the  "Codex  Hammer,"  it  had  been 
bought  by  Hammer  for  $5.6  million 
in  1980 — using  Oxy  money. 

Perhaps  more  appropriate  to  Ham- 


mer's deeply  cynical  nature  were  the 
6,000  drawings  by  French  satirist 
Honore  Daumier — drawings  that,  to 
put  it  mildly,  express  a  sinister  view  of 
human  nature  (see  p.  366). 

Even  Hammer's  means  of  acquir- 
ing the  Daumiers  was  cynical.  He  was 


Armand  Hammer  with  Rembrandt's 

"Juno"  in  his  museum 

Oxy  paid  $96  million  for  the  museum. 


for  many  years  a  trustee  of  the  Los 
Angeles  County  Museum  of  Art.  The 
museum  had  been  negotiating  to  buy 
6,000  privately  owned  Daumiers. 
Coveting  them,  Hammer  topped 
lacma's  bid,  and  told  them  not  to 
worry.  He  would  bequeath  the  Dau- 
miers as  well  as  the  rest  of  his  collec- 
tion to  the  museum.  Not  only  did  he 
renege  on  his  promise,  but  Hammer 
also  hired  away  one  of  lacma's  top 
people  to  be  his  own  curator. 

But  how  did  Hammer  get  away 
with  using  company  money  for  so 
personal  a  project  as  the  Hammer 
museum  and  some  of  its  contents?  He 
didn't,  exactly.  Enraged  groups  of 
shareholders  sued  three  times  to  stem 
the  flow  of  corporate  funds 
to  Hammer's  museum  and 
art  buys,  demanding  to  be 
reimbursed  for  what  had 
been  spent.  But  Hammer 
was  a  master  at  litigation, 
and  the  aggrieved  share- 
holders had  to  settle  to 
keep  building  costs  at  $60 
million.  Hammer  some- 
how convinced  the  courts 
he  was  increasing  share- 
holder value. 

Hammer  was  trium- 
phant at  the  museum's 
opening -night  gala  dinner 
as  he  sat  between  Danielle 
Mitterrand,  wife  of  the 
French  president,  and  Hil- 
ary Gibson,  Hammer's 
longtime  lady  friend  and 
the  museum's  so-called  di- 
rector of  development. 

Two  weeks  later,  on  Dec. 
10,  1990,  Hammer  died, 
and  his  coffin  was  barely  in 
the  ground  before  Ray 
Irani,  the  new  chairman  of  Oxy,  be- 
gan to  rid  Oxy  of  all  of  Hammer's  pet 
personal  projects.  Out  went  an  Arabi- 
an horse  farm,  a  cattle  ranch,  a  film 
production  company  and  5.4%  inter- 
est in  Church  &  Dwight  Co.,  makers 
of  Arm  &  Hammer  baking  soda — 
investments  that  had  no  conceivable 
place  in  an  oil  company's  portfolio. 
Irani  also  canceled  an  expenditure  of 
$485,000  for  a  fourth  authorized 
biography. 

The  museum  had  become  a  major 
headache  following  the  filing  of  a 
$700  million  lawsuit  by  Joan  Weiss, 
the  niece  and  sole  heir  in  the  will  of 
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and  Neiman  Marcus,  Bergdore  Goodman 


LEFT:  Print  by 
Honore  Daumier, 
"Le  public,  mon 
cher,  est  stupide" 
ABOVE:  Da  Vinci 
manuscript 
Oxy  paid  $5.6 
million  for  it. 
Now  on  sale  for 
$10  million. 


Hammer's  late  wife,  Frances.  Armand 
married  Frances  in  1956;  she  died  in 
1989.  Her  niece  claimed  that  Ham- 
mer had  used  Frances'  money  to  build 
his  own  wealth,  then  systematically 
defrauded  Frances  of  her  fair  share. 
Weiss  sued  for  half  the  Hammer  art 
collection,  as  well  as  for  stocks,  cash 
and  other  assets. 

This  year,  the  suit  was  decided  in 
the  museum's  favor.  Hammer's  estate 
is  now  countersuing  Joan  Weiss,  al- 
leging that  she  secured  her  position  as 
heir  by  using  undue  influence  with 
her  aunt.  But  in  the  meantime,  own- 
ership of  the  collection  has  hung  in 
doubt  and  $30  million  worth  of  the 
paintings  have  been  placed  in  escrow. 
As  the  art  market  has  plummeted,  so 
has  the  value  of  the  collection,  which 
Hammer  had  claimed  was  worth 
$400  million  to  $450  million.  It  is 
now  worth  only  about  $120  million. 

Thus  the  museum  limped  along. 
No  programs,  a  tiny  staff.  Its  only 
source  of  income  was  an  annual  $2.5 
million  from  an  endowment  set  up 
with  the  money  Oxy  put  up  to  estab- 
lish the  museum. 

Oxy  is  finally  rid  of  the  responsibil- 
ity. The  University  of  California  at 
Los  Angeles,  Oxy's  next-door  neigh- 
bor in  Westwood,  has  agreed  to  man- 


age the  museum,  but  on  terms  that 
would  probably  have  made  Armand 
Hammer  extremely  unhappy.  It  in- 
sisted that  the  names  of  future  donors 
as  well  as  Hammer's  be  used  over 
galleries,  that  art  other  than  Ham- 
mer's be  prominently  displayed  and 
that  Hammer's  three  museum  direc- 
tors had  to  go,  including  Hilary  Gib- 
son. The  "'Codex  Hammer,"  the 
cherished  da  Vinci  manuscript,  is  go- 
ing up  for  auction  next  month  at 
Christie's,  where  it  is  expected  to 
bring  $10  million. 

In  April  of  this  year  the  university 
signed  a  99 -year  operating  agree- 
ment. Now  ucla's  name  precedes 
Hammer's  on  the  museum  letter- 
head. Unofficially,  the  museum  is  al- 
ready being  called  simply  the  UCLA 
arts  center  by  some. 

Hammer  clearly  hoped  to  keep  his 
name  and  memory  alive  through  an 
association  with  art  and  culture.  In 
fact,  his  interest  in  art  was  probably 
more  financial  than  esthetic.  "Ham- 
mer was  not  an  art  connoisseur.  He 
just  liked  wheeling  and  dealing  and 
using  art  for  self-promotion,"  says 
Carl  Blumay,  Hammer's  publicist  un- 
til 1980  and  author  of  The  Dark  Side 
of  Power,  The  Real  Armand  Hammer 
(Simon  &  Schuster,  $25). 


Hammer  and  his  brother  Victor 
started  dealing  Russian  art  and  arti- 
facts back  in  the  1920s.  Born  in  New 
York  City  in  1898,  the  son  of  a  then 
famous  American  communist,  Ham- 
mer earned  a  medical  degree  from 
Columbia  University,  but  never] 
practiced  medicine.  After  his  father 
was  sent  up  to  Sing  Sing  in  1920  for 
performing  an  illegal  abortion  on  a 
woman  who  died,  Hammer  moved 
to  Moscow.  He  started  off  importing 
grain,  Ford  trucks  and  other  Ameri- 
can machinery,  and  taking  in  return 
Russian  furs,  gems  and  caviar — com- 
modities that  the  old  Bolsheviks  re- 
garded as  bourgeois  frivolities  and 
had  no  use  for.  Probably  in  their  zeal, 
they  underestimated  how  much 
these  items  would  fetch  in  the  bour- 
geois world. 

The  Soviets  later  consigned  boat- 
loads of  state-owned  art  to  Hammer, 
from  icons  to  the  products  of  the 
great  Faberge  workshops.  The  art 
trade  grew  so  much  that  by  1931 
Hammer  moved  back  to  the  U.S.  and 
opened  Hammer  Galleries,  now  on 
East  57th  Street  in  Manhattan  and 
still  owned  by  the  Hammer  founda- 
tion. Hammer  took  over  entire  floors 
of  Gimbels  and  Lord  &  Taylor  for 
blowout  sales  of  "Romanoff  trea- 
sures"— paintings,  jewelry,  boxes 
and  silverware.  Much  was  junk  and 
some  even  fakes.  Hammer  had  ob- 
tained a  set  of  Faberge  punchmarks 
in  Moscow  and  had  Faberge  forger- 
ies made,  which  he  sold  along  with 
the  rest. 

By  the  1950s  Hammer  had  moved 
on  to  other  successful  ventures  as  a 
distiller  and  cattle  breeder.  In  1957  he 
and  his  new  wife,  Frances,  invested 
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Gary  McCord,  PGA  Touring  Professional 

mtogrctpbed  at  Desert  Mountain  Gcronimo  #/S,  Scottsdale,  Arizona.  ' 
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Even  if 
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selling  mattresses. 


Jeffrey  Sherman  writes,  "With  these 
Midsize  Metalwoods,  my  wood  shots  are 
almost  always  in  the  fairway  with  a 
longer  distance  than  ever  before.  Let 
me  know  if  you  guys  ever  need  a  good 
mattress  and  box  spring." 


Ever  since  Jeffrey  Sherman  of 
the  Ther«A«Pedic  Mattress 
Company  traded  his  Big  Bertha® 
clubs  for  a  set  of  new  Taylor  Made® 
Midsize"  Metalwood*  clubs, 
it's  been  a  real  wake-up  call  for 
his  game. 

You  see,  our  new  Midsize 
Metalwood  clubs  have  a  sweet 
spot  that's  10%  larger  than  Big 


Bertha's.  In  a  club  head  that 
doesn't  resemble  a  watermelon. 
Which  means  it's  easier  to  swing. 

Then  there's  something  we 
call  Foamed-to-Weight^  where 
we  perfectiy  balance  each  individ- 
ual club.  So  you  get  a  club  that's 
bigger,  but  not  heavier.  We'd  like 
to  tell  you  more  about  the  process, 
but  it's  a  patented  secret. 

Fortunately  the  results  aren't. 

You'll  hit 
longer  drives, 
while  your 
swing  stays  the 
same.  And 


For  solid  feeling  — 
and  sounding  - 
hits  and  a  perfectly 
balanced  club, 
we  precisely 
foam-fill  each  head  . 


Putting  the  weight  where 

it  does  the  most  good 
creates  a  larger  sweet  spot 
in  a  head  that's  just  the 
right  size. 


more  lmpor- 
tandy,  your 
drives  will  also 


be  more  accurate. 

It  all  comes 
down  to  one 
simple  notion. 
We  enjoy  playing 
golf.  And  we 
want  to  help  you 
enjoy  it,  too. 

For  more 
information  on  how  Taylor  Made 
Midsize  clubs  can  improve  your 
game,  see  your  golf  professional 
or  call  1-  800  WELL-HIT,  Ext.  382. 

Jeffrey  Sherman  did,  and  he's 
been  sleeping  better  ever  since. 

CTaylorMade9 

*1  on  the  PGA  Tour. 
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COLLECTORS 


$150,000  in  Oxy.  The  company  had 
no  assets,  aside  from  leases  on  eight 
dried-up  oil  wells.  But  Hammer  took 
over  the  company,  and  through  brib- 
ery, guile  and  sheer  gall,  won  rich  oil 
concessions  from  Libya  to  Venezuela. 
In  1964  Oxy  made  it  onto  the  New 
York  Stock  Exchange. 

"Screw  them  before  they  screw 
you,"  was  Hammer's  favorite  mot- 
to— echoed  in  that  Daumier  print, 
"Le  public,  mon  cher,  est  stupide." 
Throughout  his  career,  Hammer  tan- 
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ABOVE:  Henry 
Hopkins,  UCLA's  art 
chairman  and  now 
head  of  the  museum 
LEFT:  Hammer  at 
the  1990  opening 
with  Danielle  Mit- 
terrand and  his  long- 
time friend  Hilary 
Gibson  (at  right) 
Hammer's  por- 
trait now  is  in  the 
basement;  the 
museum  is  no  long- 
er his  boutique. 


gled  with  the  authorities.  The  FBI,  the 
SEC,  the  ftc  and  the  irs  repeatedly 
tried  to  nail  him,  never  with  much 
success.  When  charged  with  having 
made  illegal  contributions  to  Richard 
Nixon's  presidential  campaign  in 
1972,  Hammer  moved  into  a  hospital 
for  three  months,  giving  out  reports 
that  he  was  close  to  death.  When  he 
showed  up  in  court  to  plead  guilty  to 
the  charges,  he  arrived  in  a  wheel- 
chair, surrounded  by  his  medical 
team.  The  judge  let  him  off  with  a 


$3,000  fine  and  one  year  of  proba- 
tion. He  was  back  at  work  a  week! 
later.  "I've  had  a  miraculous  recovery 
and  I've  proved  I'm  invincible!"  he 
proclaimed. 

Legally  he  did  seem  to  be  invinci- 
ble, even  when  committing  the  most 
brazen  acts.  In  the  1950s  Hammer 
had  amassed  a  collection  of  49  Old 
Master  paintings.  He  toured  the 
country  with  it  and  then  amidst  much 
publicity  gave  it  all  to  the  University 
of  Southern  California,  taking  a  $1 
million  tax  deduction  for  the  gift.  The 
IRS  disputed  the  value  of  the  paint- 
ings, and  Hammer  paid  $267,000  to 
settle  with  the  IRS. 

When  use  did  not  give  him  an 
honorary  doctorate  in  thanks  for  his 
gift,  Hammer  borrowed  several  of  the 
paintings — two  Rubens  and  a  Pieter 
Brueghel — for  an  appearance  on  Tom 
Snyder's  television  show.  He  refused 
to  return  the  paintings.  Only  after 
Hammer's  death  nearly  12  years  later 
did  use  recover  them. 

In  1971  Hammer  paid  $2.5  mil- 
lion for  the  Knoedler  Gallery,  one  of 
New  York's  oldest  and  most  presti- 
gious galleries.  He  merged  it  with 
Modarco,  an  art  investment  fund 
owned  by  France's  Paribas  Bank.  A 
good  fit.  Modarco  got  the  marketing 
power  of  Knoedler  to  sell  off  all  its 
stuff;  Knoedler  got  a  nice  inventory 
of  valuable  paintings.  Through 
Knoedler,  Hammer  bought  several 
of  his  most  famous  paintings,  includ- 
ing Rembrandt's  "Juno,"  for  which 
he  paid  $3.25  million  in  1976 — then 
a  record.  A  highlight  of  Hammer's 
museum,  the  "Juno"  is  now  ucla's 
to  care  for. 

Back  on  Wilshire  Boulevard,  Ham- 
mer's 7-foot  portrait  is  down  in  the 
basement,  his  bust  tucked  back  out  of 
sight.  The  only  highly  visible  trace  of 
Hammer  is  his  name,  still  carved  deep 
in  the  building's  facade. 

UCLA  has  drummed  up  federal  Rind- 
ing and  is  also  planning  a  full  schedule 
of  cultural  programs  at  the  museum — 
theater,  lectures,  dance,  poetry  and 
music.  Says  Eli  Broad,  Forbes  Four 
Hundred-er  and  new  board  member  at 
the  museum,  "It's  going  to  be  dramat- 
icallv  different  from  when  it  was  Ham- 
mer's boutique." 

In  life  Armand  Hammer  almost 
always  had  the  last  laugh.  In  death  he 
hasn't  been  so  lucky.  H 
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For  Your  Next  Meeting,  Aim  a  Little  Higher. 


Deep  in  the  Southern  Rockies  lie  two  hundred  and  fifty  spectacular  square  miles 
known  as  Forbes  Trinchera.  Its  tallest  peak  reaches  14,345  feet  into  the  Colorado  sky,  and  its 
mountains  sweep  down  into  valleys  as  green  and  fertile  as  a  Kentucky  meadow. 

This  historic  tract  of  land  was  bought  by  publisher  Malcolm  S.  Forbes  in  1969  as 
a  natural  escape  to  a  place  far  from  Wall  Street  and  corporate  stress.  It  is  this  aspect  of  this 
wonderful  land  that  the  Forbes  family  have  decided  to  share  with  like-minded  colleagues. 

The  buildings  of  Forbes  Trinchera  have  been  remodeled  to  provide  superb 
accommodation,  but  it  is  still,  essentially,  a  ranch. 

Whilst  there,  you  can  ride  the  land  on  horseback,  or  on  trail-bike.  You  can  fly-fish  on  its  miles 

of  streams,  or  hike  its  thousands  of  trails.  You  will  have  special  rights  at  a  nearby 
golf  and  swimming  club,  or  you  can  shoot  skeet  until  every  clay  looks  as  big  as  a  house. 
And,  when  there's  work  to  be  done,  our  main  conference  room  can  seat  up  to  sixty. 

However  you  choose  to  use  it,  Forbes  Trinchera  will  provide  a  lookout  point  from  which  to  view 
the  world.  Two  hundred  and  fifty  square  miles.  Fifty  staff.  Mountains.  Valleys.  Lakes.  Streams. 

Call  1-800-FORBES-5,  and  allow  us  to  tell  you  more.  ' 

Forbes  Trinchera  Ranch 

A  Forbes  Executive  Retreat 


MONEY  &  INVESTMENTS 


t  is  nearly  impossible  to  reach  The  Forbes  Four 
Hundred  by  investing  in  stocks.  But  understanding 
now  Warren  Buffett  got  on  the  list  can  be  valuable. 

Be  a  buyer, 
not  a  seller 


BY  KENNETH  L.FISHER 


Kenneth  L.  Fisher  is  a  Woodside,  Calif. -based 
Jnoney  manager.  His  third  book  is 
100  Minds  that  Made  the  Market. 


Can  you  get  really  rich  playing  the 
stock  market?  The  answer  is,  no. 

The  most  exceptional  stock  market 
operators  have  generated  multi- 
decade  annual  returns  in  the  15%-to- 
25%  range.  In  theory  this  kind  of 
return  could  land  you  on  The  Forbes 
Four  Hundred.  If  you  start  with 
$40,000,  need  not  pay  any  taxes  and 
compound  at  25%  per  year  for  40 
years,  you  get  to  $300  million.  But  I 
never  heard  of  anyone  pulling  that  off. 
For  one  thing,  you  do  pay  taxes  on 
both  income  and  capital;  gains  that 
would  severely  handicap  even  so  im- 
pressive a  showing. 

George  Soros?  Michael  Steinhardt? 
Richard  Rainwater?  Didn't  they  get 
on  The  Forbes  Four  Hundred  via 
stocks?  They  didn't  get  there  just  by 
investing.  Their  first  few  tens  of  mil- 
lions were  via  percentage-of-profits 
contracts  on  huge  hedge  funds — 
managing  money.  I  am  not  taking 
anything  away  from  them — better 
men  than  I,  but  remember:  They 
didn't  get  as  rich  as  they  did  just 
by  investing  their  own  money. 

Warren  Buffett  also  did  more  than 
just  buy  and  sell  stocks.  His  career 

Forbes  400  ■  October  17,  1994 


has  been  analyzed  by  Robert  G.  Hag- 
strom  Jr.  in  a  hot -off- the -press  autho- 
rized Buffett  book,  The  Warren  Buf- 
fett Way  (Wiley,  $24.95). 

I  was  asked  to  critique  a  late  draft 
because  it  has  a  fair  amount  about  my 
father,  Philip  Fisher,  and  his  impact 
on  Buffett — an  influence  to  which 
Buffett  paid  tribute  in  the  Forbes  of 
Oct.  19,  1987.  To  me  this  Buffett 
book  is  simply  the  most  important 
new  stock  book  of  the  1990s,  to  date. 
Buy  it  and  read  it.  But  when  you  do 
you  will  understand  that  Buffett  was  a 
lot  more  than  just  a  money  manager. 
You  will  also  learn  a  lot  about  the  art 
of  investing  and  business  in  general. 

As  the  book  shows,  Ben  Graham 
taught  value,  whereas  my  father 
preached  quality.  That  is,  Graham 
taught  that  any  stock  is  a  bargain  if  it  is 
cheap  enough,  while  Phil  Fisher  be- 
lieves in  identifying  exceptional  man- 
agement and  investing  in  it.  Buffett 
merged  both  approaches  as  no  one 
ever  has.  As  (Forbes  editor)  Jim  Mi- 
chaels said  in  last  year's  Forbes  Four 
Hundred,  Buffett  seems  increasingly 
to  lean  toward  my  father's  views.  A 
noted  buyer,  not  a  noted  seller,  Buf- 
fett has  bought  few  stocks  and  sells 
virtually  never — straight  Phil  Fisher, 
as  opposed  to  Graham,  who  argued 
that  you  should  sell  if  you  couldn't 
find  30  cheap-enough  stocks  because 
the  market  wasn't  cheap  enough. 

If  you  conclude  from  this  that  the 
secret  to  getting  rich  in  the  stock 
market  is  to  pick  a  few  great  stocks  and 
stay  with  them  a  la  Phil  Fisher  or 
Warren  Buffett,  think  again.  Concen- 
trating on  just  a  few  stocks  is  easy.  It  is 
also  an  easy  way  to  get  nowhere, 
because  it  works  only  on  the  unlikely 
chance  that  you  have  an  uncanny 


knack  for  picking  real  winners.  It  can 
equally  well  produce  subaverage  re- 
sults or  even  disaster. 

So,  unless  you  are  good  enough  to 
attract  lots  of  investment  partners,  as 
Soros  is,  or  unless  you  have  a  highly 
developed  and  rare  ability  to  identify 
long-term  winners,  forget  about  get- 
ting rich  in  the  stock  market. 

Should  you,  therefore,  give  up  on 
stocks?  No.  Because  if  you  have  some 
money  and  want  to  protect  it  from 
inflation  and  get  a  reasonable  return 
above  inflation,  stocks  are  perfect. 
They  won't  put  you  on  The  Forbes 
Four  Hundred,  but  if  you  are  already 
there  a  diversified  portfolio  can  keep 
you  there.  If  your  means  are  more 
modest,  a  portfolio  of  stocks  can  help 
insure  you  a  comfortable  retirement 
and  even  leave  something  over  for 
your  next  generation. 

Which  gets  me  to  another  principle 
on  which  my  father  and  Warren  Buf- 
fett would  agree:  Stay  fully  invested  in 
good  stocks  and  don't  try  to  time  the 
market.  Here  are  some  stocks  that 
look  to  me  like  prime  picks  for  a 
strong  portfolio  in  the  years  ahead: 

Goodyear  ( 32 )  is  down  from  the  low 
40s.  It  has  the  three  Ls  that  make  a 
hell  of  a  firm:  leading  brand  name  and 
market  share,  low-cost  production 
and  a  legendary  chief  executive.  At  a 
P/E  of  9  and  40%  of  annual  sales  it's 
more  than  cheap  enough. 

Brokerage  stocks  are  cheap.  Buffett 
owns  a  big  chunk  of  Salomon  (40). 
You  can,  too.  At  a  p/e  of  14,  52%  of 
revenue  and  1 . 1  times  book  value,  it's 
quality  at  a  reasonable  price. 

Since  Buffett  bought  big  into  Solly, 
Shearson  spun  off  Lehman  Brothers 
(15),  which  is  priced  now  at  18%  of 
revenue,  a  P/E  of  10  and  60%  of  book 
value.  Recently  hit  hard,  it's  still  a 
great  firm.  Good  buy.  Smaller  and 
also  hard  hit  recently,  but  a  great 
regional,  is  Piper  J  affray  (10)  at  40% 
of  revenue,  a  P/E  of  6  and  1  times 
book.  It  will  bounce  back. 

Cummins  Engine  ( 38 ),  the  world's 
leader  in  diesels,  is  down  from  the 
mid-50s — now  7  times  earnings,  40% 
of  revenue,  and  1 .6  times  book  value. 
Mascotech  (13),  a  diversified  auto 
parts  firm  with  strong  niches,  has 
fallen  almost  in  half  this  year  and  is  at  a 
p/e  of  11,  45%  of  revenue  and  1.1 
times  book  value.  Both  should  power 
on  for  the  rest  of  the  century.  Hi 
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INVESTMENT  OPPORTUNITIES 


Canadian  Imperial  Ginseng  Cashes  in 
on  International  Ginseng  Boom 


PRODUCTION  GAINS  OF  1 10%  TO  DRAMATICALLY  BOOST 
PROFITS  AND  EARNINGS 


CANADA  -  Highly  sought  after  for  its  medicinal  and  nutritional  con- 
tent, ginseng  has  remained  the  most  important  herb  in  Chinese  medicine 
for  over  3,000  years.  Ginseng  is  currently  a  $3  billion  per  year  industry 
and  the  World  Bank  predicts  China,  the  leading  consumer  of  North  Ameri- 
can-grown ginseng,  will  boast  the  world's  largest  market  economy  by 
the  year  2005,  increasing  demand  for 
the  North  American  ginseng  root  from 
3  -  30  million  pounds. 

At  the  forefront  of  this  burgeoning 
industry  is  Canadian  Imperial  Gin- 
seng, a  world-leading,  fully  integrated 
ginseng  company  with  advanced  op- 
erations in  Canada,  the  United  States, 
Hong  Kong  and  China.  Plantation  Site 

In  the  fall  of  1993,  Canadian  Imperial  completed  its  first  production 
of  27  acres,  leading  the  industry  with  an  exceptional  2,600  lbs.  per  acre 
yield  of  three-year-old  ginseng  roots.  Canadian  Imperial  generated  $5 
million  in  revenues  from  its  harvested  ginseng,  consumer  products  and 
brokerage  activities,  achieved  a  $1.2  million  profit  and  paid  a  $0.04  per 
share  cash  dividend.  This  fall,  the  company  is  significantly  expanding 
operations  with  57  acres  scheduled  for  harvesting,  representing  a  110% 
increase  over  1993. 

To  meet  rising  demand,  ginseng  buyers  from  Asia  have  steadily  in- 
creased imports  of  North  American  ginseng  for  over  275  years,  posi- 
tioning the  curative  root  as  one  of  the  world's  most  valuable  cash  crops. 
Today,  recent  growth  and  prosperity  of  consumers  in  Asia  has  produced 
a  booming  market  for  Canadian  Imperial  and  its  ginseng-based  con- 


sumer products.  At  the  retail  level  in 
China,  rapidly  rising  consumption  of 
value-added  ginseng  products,  including 
Canadian  Imperial's  vacuum  packed 
roots,  slices  and  teas,  has  created  a  $2.7 
billion  industry,  characterized  by  profit 
margins  of  100% -400%. 
Value-added  Products  To  fast  track  penetration,  distribution  and 

revenue  generation  from  this  market,  Canadian  Imperial  has  moved  quickly 
and  decisively  to  secure  key  strategic  alliances  with  two  of  the  world's  larg- 
est and  most  established  ginseng  brokerage  and  distribution  firms. 

Now  entering  its  second  lucrative  harvest  season  in  excellent  financial 
health,  Canadian  Imperial  is  well  positioned  for  exponential  growth. 

According  to  a  recent  equity  research  report  published  by  a  leading  Cana- 
dian Securities  firm,  Canadian  Imperial  is  poised  to  substantially  increase 
shareholder  value  with  projected  sales  of  $  1 2 
million  (EPS  $0.21 )  in  the  current  financial 
year  ending  June  30,  1995,  rising  to  $22 
million  (EPS  $0.46)  by  fiscal  year  1 996.  The 
report  forecasts  medium  to  long-term  ap- 
preciation for  the  company's  capital  stock, 
with  an  18  -  24  month  target  price  of  $8.00 
CDN  per  share.  Canadian  Imperial  Ginseng 
(CIH.V)  currently  trades  between  $2.70  and 
$3.00  CDN  per  share. 

CONTACT:  To  receive  a  free,  full- 
color  brochure,  a  detailed  analyst  report 
and  background  research,  investors  are 
invited  to  contact  the  company  direct 
U.S.  toll-free  (800)  689-6089  or  (604) 
689-8863. 

RIGHT;  Canadian  Imperial  Marketing  Team 


'  Has  been  the  foundation  ot  Asian 
medicine  for  3000  years. 

•  Recognized  as  the  world's  most 
valuable  agricultural  crop. 

•  Acts  as  an  adaptogen.  a  substance 
that  biologically  enhances  the  body's 
defence  mechanism  against  disease 

•  Generates  in  excess  of  $3  billion  in 
world-wide  trade  each  year 
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FINANCIAL  SERVICES 


A  PR  O  FES  I  O  NAL  RECORD  KEEPER  FOR 
STOCKS   &  BOIMDS 


A  ledger-journal  providing  permanent  chronological  record  of  all 
pertinent  data  •  Quick  checks  on  accuracy  of  brokers  state- 
ments; dividends;  interest  distributions;  and  splits  •  Makes 
available  required  data  for  income  tax  prepa- 
ration. •  Leather-grained  vinyl  binder      $0  ^1 95 
•  Mylar  reinforced  alphabetical  dividers. 


59/19! 


Make  Check  Payable  to  STREET  SYSTEMS  and  send  to: 
STREET  SYSTEMS.  Dept.  F.  64  Massapoag  Ave.,  Sharon.  MA  02067 


EDUCATIONAL  SERVICES 


University  Degrees 


Approved  Self  Paced  Home  Study 
Associate  Bachelors  Masters  Doctors 

Business  Admin,  Public  Admin,  Health 
Care  Admin,  Human  Resources,  Finance, 
International  Business,  Tech  Mgmt,  Law, 
Paralegal,  Psychology,  Call  for  brochure. 
(800)  477-2254  (24  hrs) 
Southern  California  University 
for  Professional  Studies 
1840  E.  17  St-F,  Santa  Ana,  CA  92701 


FORBES  MARKET/CLASSIFIED 

To  spotlight  your  specialty  product  or 
service  to  an  affluent  proven  responsive 
executive  audience: 

WRITE,  CALL  OR  FAX:  LINDA  LOREN 
FORBES  MARKET/CLASSIFIED 

60  Fifth  Ave.,  N.Y.  N.Y.  10011 

(212)  620-2440 
(212)  620-2472  (FAX) 


COLLEGE  DEGREE 

BACHELOR'S  •  MASTER'S  •  DOCTORATE 

For  Work,  Life  and  Academic  Experience 

Earn  your  degree  through 
convenient  home  study 

(800)  423  3244  ex.  185 
Fax:  (310)471-6456 

send  detailed  resume  for  FUSE  evaluation 

Pacific  Western  University 

2875  S:  King  St.,  Honolulu,  HI  96825  Dept.  186 


FREE  VIDEO 


EXTERNAL  DEGREES 

BA7BS  MS/MBA  PhD/JD  • 
|  Credit  for  work  /life  exp  •  Accredited 
(800)  955-8879  (24  hrs.) 

LaSalle  University 

I  Dept.  879  Mandevllle,  LA  70470-4000 


Forbes: 
Capitalist  Tool 


MAILING  LISTS 


THE  INVESTOR 

RELATIONS 
CONNECTION 

Fax  directly  to  the  Investor 
Relations  Departments  at 
over  8,000  publicly  traded 
companies.  Increasing 
corporate  visibility  has 
never  been  this  easy. 

800.397.8224 

caImaT 


EXECUTIVE  GIFTS 


® 


Permanently  end  back  pain 
by  training  your  back  to 
properly  support  itself. 

Endorsed  by  Health 
Care  Professionals 

PosturEvolution 

Posture 
Education 
Products 

43  Katonah  Avenue 
Katonah,  NY  10536 

800-392-0363 


GREETING  CARDS 


VOICE  MAIL 


AUDIO  BOOKS 


MAIL  ORDER 


•T  "CARING  CARD"  SHOP, 
5DRESS  &  SEND  YOUR 
MEETING  CARDS,  ON  TIME. 
>  LOVED  ONES  &  BUSINESS 
5SOCIATES. ..  .WHILE 
DU  TAKE  THE  CREDIT! 


SAVES  YOU  TIME,  MONEY  AND  REGRET. 

Call  "CARING  CARD" 

1-800-477-3208 

CARING  CARD  SERVICES 
040  West  Palmetto  Park  Rd.  #2-181 
BOCA  RATON,  FL  33433 


PUBLISHERS 


NEW  &  RECOGNIZED 
AUTHORS  NEEDED 

ALL  SUBJECTS  WANTED 
3ST  AGGRESSIVE  PROMOTION  & 
OMPREHENSIVE  DISTRIBUTION 
AMERICAN  INTERNATIONAL 
PUBLISHERS 
Free  Manuscript  Report: 
950  Haverford  #301  F 
m  Mawr,  Pa  19010  800-274-8427 


[SCELLANEOUS  FOR  SALE 


E  BUY  DIAMONDS! 

Call  or  fax  GIA  info 
for  cash  offer. 
-Any  quantity!  - 

HOUSE  OF  ONYX 

ain  St.,  Greenville,  KY  42345 
1-844-3100  or  FAX  502+338-9605 


iRlNG 


IS  CARING 


m 


TARGET  VDUR  PREY! 

Bag  Your  Voice  Processing  Objective 


♦  UQJCEIHflJI.  ♦flUTQ-TRfllHEFEB 
♦  rr»DENflND 

Complete  your  mission  for  as  little  as  $295. 

CALL  1-800-685-4884 


TALKING  TECHNOLOGY,  INC. -f 

11 25  Atlantic  Ave  •  Alameda.  CA  94501  III 


AUDIO  TAPES 


O AUDIO  BOOKS 
O  FOR  99°  EACH 

fffiS 

When  you  join  the  Audio  Book  Club, 

\BestSellers  on  Tape 
\  Hundreds  of  Titles 

^1-800-422-2258 

Audio  Book  Club© 

©1994  Audio  Book  Club  4FB01 

P.O.  Box  986 

•  Hicksville.  NY  11802-0986 

EXECUTIVE  GIFTS 


THE  PREMIUM  CIGAR  OF 
THE  MONTH  CLUB: 

5  ASSORTED  Top  rated  cigars 
every  month.  The  perfect  gift  idea! 
Satisfaction,  quality  guaranteed. 
Corporate  Incentives  provided! 
Visa,  MC,  Amex  Accepted. 
$19.95/MO+  S&H,  1-800-846-1776 


REAL  ESTATE 


Battlefield  For  Sale 

Ancient  Battle  site  at  Edgehill, 
Warwickshire,  England  where  the 
Royal  Army  of  King  Charles  I  and 
the  Parliamentarians  fought  in  1642. 
Relics  have  been  found  on  the  land 
which  is  rumored  to  be  haunted. 
Call/Fax  H.  McKay  01144-530-810794 
Do  YOU  own  a  Battlefield? 


BOOKS 
ON  TAPE 


^^^World's  Largest  Selection  ol Audio  Books 

'Bestsellers  • 

on  Cassette  M 

Full-length  " 

Readings  t 

Call  for  Free  % 

Brochure  . 


(800)  626-3333 


EXECUTIVE  GIFTS 


THE  MOST  ACCURATE  CLOCK 

•  accurate  to  1  second  in  1  million  years' 

•  automatically  changes 
between  standard  and 
daylight  savings  time 

•  set  by  radio  signals 
from  a  U.S.  govern- 
ment transmitter 

•  may  be  set  for  any 
of  4  U.S.  time  zones 

•  6  x  8  inches 
available  in  black  or  silver 
$249.95  +  $5  95  shipping  and  handling 


Technicom 

P.O. 

30x  1238 

.  (704)  841-8944 

Matthews,  NC  28106-1238 

HAND  CARVED  MAHOGANY 
JET  FIGHTERS 


•  16"  to  22"  models  are  hand- 
crafted from  solid  mahogany  with 
handpomted  markings  and  details 

•  Over  160  models  in  stoclc 

•  Pnced  rrom  $99.50 

•  Satisfaction  gooronteed 

Call  1  800  950-9944 


WOO10  S  HADING  MAKER 
Of  FINE 
AOOSCULPniKS 

U25SNoc*n*SUMl 

16021 W-H4I 


STEEL  BUILDINGS 


Buy  Factory  Direct. 

Steel  Buildings.  All  sizes.  Ideal 
from  Back  Yard  Shops,  Airplane 
Hangars,  RV  &  Boat  Storages  to 
Large  Commercial  applications. 
Do-it-yourself  or  complete  set  up. 
20  year  warranty.  Call  for  free 
brochure.  STEELMASTER 
1-800-526-1110. 


"Elevette" 

Practical 

Luxury. 

Enjoy  the  practical 
luxury  of  "Elev- 
ette", the  custom- 
built  residential  ele- 
vator that's  ideal 
for  those  who 
can't  or  shouldn't 
climb  stairs.  Write 
today  for  more 
information: 


INCLINATOR 


COMPAN 

Dept.  7 
PO.Box  1557 
Harrisburg,  PA 
17105-1557 


AMERICA 


EXECUTIVE  GIFTS 


LGOYLES 


IP 

■Sfl  were  created  to  ward  off  evil 
Our  many  replicas  of  different  Medieval 
designs  make 

beautiful  accents    ffijfc-.,  ^Jp 
in  the  home  ,  . 

and  garden. 

Free  Color  # 
Catalogue  of 
European  sculpture 
&  tapestries. 


DESIGN  K 

1.800.525.1733  ,  Ext.  F691 

17  E  Campbdl  Sc.  Dept.  F691, 
 Arlington  Heights,  IL  60005  


Ambassador  Lapel  Flags® 
Your  Logo  with  any  2-flag  mix 
•  24K  Gold  finished    •  Full  colors 

•  •100%  U  S  A  -made 
We'll  custom-make  any  emblem  lor  you! 
Delivery:  14  business  days  Worldwide 
TME  Co.,  Inc.       101  Bel  Air  Drive 
New  Milford.    CT    06776,  USA 
(800)  S3S-S255  •  Fax  (203)  354-2786 


ititute  approval  by  the  State  of  New  v 

available  upon  request  iron 


EDITED  BY  DERO  A.  SAUNDERS 


ifhe  more  things  change  . . ." 
'0  years  ago  in  Forbes 

ROM  THE  ISSUE  OF  OCT.  15,  1924) 


which  is  attached  the  photograph), 
pointing  out  that  an  oil  burner  elimi- 
nates 'ash-can  nuisance.1 " 


The  jitney  took  the  country  by 
orm  not  long  since.  'Scrap  the  street 
rilways!'  was  the  cry.  The  jitney,  like 
fly  put  in  a  bottle  of  oxygen,  enjoyed 
brief  spell  of  abnormal,  crazy  popu- 
rity.  Then  it  disappeared. 
"The  motor  bus  was  its  successor, 
crap  the  street  railways!'  is  the  cry 
jain  heard  in  cities  of  all  sizes.  .  .  . 
ut  this  craze,  too,  will  die  down." 


pecial  new  trucks  first  hauled,  then 
elped  erect  telephone  poles. 


Mr.  Coolidge  has  made  only  two  or 
iree  [campaign]  speeches,  one  in 
Washington  at  a  meeting  of  the  Holy 
Jame  Society,  in  which  he  declared 
lat  no  religious  test  shall  ever  be 
:quired  as  a  qualification  for  holding 
ffice  in  the  United  States.  No  reli- 
ious  order  was  named  but  the  audi- 
nce  interpreted  his  assertion  as  a 
;ference  to  the  Klan." 

>0  years  ago 

From  the  issue  of  Oct.  15,  1934) 
A  Rochester,  N.Y.  oil-burner  sales- 
lan  has  developed  a  new  way  of  selling 
nth  his  camera.  Early  in  the  morning, 
efore  the  ash  collectors  have  made 
ieir  rounds,  he  saunters  through  resi- 
ential  streets,  clicks  the  shutter  at 
roups  of  unsightly  ash  cans  on  the 
urb  [before]  attractive  homes.  Then 
e  [sends]  each  owner  ...  a  letter  (to 


Fageol  Motors' 
parlor-car-type 
bus,  used  by 
many  street  rail- 
ways to  extend 
service  to  suburbs. 


50  years  ago 

(From  the  issue  of  Oct.  15, 1944) 
"Ten  years  ago  the  peanut  was  some- 
thing to  eat.  Today  we  use  it  to  eat, 
wear,  paint  our  houses,  oil  our  ma- 
chinery, soften  our  beards,  lift  our 
faces  [and]  doctor  our  liver  trou- 
bles. .  .  .  We  are  manufacturing  it  into 
such  a  volume  of  products  that  we 
have  almost  quadrupled  our  acreage 
in  the  past  three  years." 

"Sweden,  Norway  and  Denmark, 

which  have  been  disregarded  in  pre- 
liminary talks  by  the  U.S.,  Great  Brit- 
ain and  Russia  regarding  postwar  air 
plans,  are  said  to  have  agreed  on  a 
combined  airline  from  the  three  Scan- 
dinavian countries  to  the  U.S.,  Cana- 
da and  South  America. ..." 


25 


years  ago 


(From  the  issue  of  Oct  15, 1969) 
"For  the  first  seven  months  of  this 
year,  redemptions  of  [mutual  funds] 
shares  soared  to  56%  of  total  new  sales 
vs.  36%  for  the  first  seven  months  of 
1962.  Why,  then,  the  lack  of  concern 
on  the  part  of  the  fund  salesmen?  For 
one  thing,  the  fund  business,  despite 
the  increase  in  redemptions,  has 
grown  a  lot  since  1962.  Sales  this  year, 
through  July,  were  about  $4.3  billion 
vs.  $1.9  billion  in  1962,  which  means 
sales  commissions  are  up  126%." 

"Misleading  corporate  name 
changes — like  the  meatpacking  com- 
pany that  wanted  to  become  Acme 
Missile  &  Electronics — are  drawing 
an  official  frown  from  the  Securities  & 
Exchange  Commission.  A  growing 
number  of  companies  seem  to  have 
concluded  that  a  rose  by  another 
name  might  smell  sweeter,  as  when 
Southern  Gulf  Utilities  changed  its 
name  to  Ecological  Science  Co.  .  .  ." 


10  years  ago 

(From  the  400  issue  of  Oct.  1984) 
"Eleven  percent  of  [1984's]  400 
Richest  are  new.  What  happened  to 
the  gone  44? 

"Six  died.  Others  ended  out  be- 
cause our  Unearthing- the -Rich  Edi- 
tors, with  each  passing  year,  dig  deep- 
er and  more  deftly  and  unearth  richer. 
Some  went  off  the  list  when  the  air 
escaped  from  their  ballooned  multi- 
$millions.  A  number  are  displaced 
because  their  spending  resulted  in  less 
getting,  while  new  names  came  on  as  a 
result  of  success  on  a  scale  greater 
than  1983's  hot  hitters." 


Dr.  Laszlo  Tauber:  Immigrant  M.D.  built 
a  $250  million  real  estate  fortune. 


"Since  arriving  in  America  in  1947,  a 
physician  without  U.S.  certification 
and  virtually  penniless,  [Dr.  Laszlo] 
Tauber  has  progressed  from  a  general 
practice  in  a  working-class  Washing- 
ton, D.C.  neighborhood  to  chief  of 
surgery  in  a  120- bed  hospital  he  built 
himself.  As  an  entrepreneur,  he  has 
gone  from  a  $9,500  investment  in  a 
site  for  a  modest  apartment  house  in 
the  1950s  to  a  $250  million  real  estate 
fortune  built  from  scratch.  ..." 

"  'The  most  glittering  spa  in  Aneri- 
ca,'  someone  once  called  the  city  of 
Palm  Springs.  That  may  be.  But  it's  a 
lot  less  glittering  these  days.  .  .  .  The 
truth  is  that  Palm  Springs,  which  be- 
came the  downtown  for  a  rapidly 
expanding  rich  man's  wintering 
ground,  is,  like  many  another  down- 
town before  it,  going  to  seed."  HI 
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"With  all  thy  getting, 
get  understanding,  *  is 
the  banner  under  which 
these  Forbes  editorials 
have  appeared  since  the 
first  issue  of  the  publication. 
We  have  no  illusions 
about  what  great  wealth 
can  do  and  what  it  cannot 
do.  We  believe  in  the 
worthwhileness  of  striving 
by  all  worthy  means  to  at- 
tain success  and  to  attain 
wealth.  Simply  because  we 
are  convinced  that  no 
amount  of  money  is  worth 
the  sacrifice  of 
one's  better  instincts, 
of  one's  self-respect — 
of  one's  soul,  if  you 
wish — simply  because  we 
are  convinced  that  riches 
not  gained  legitimately 
and  decently  are  not 
worth  having.  .  .  . 

-B.C.  Forbes 


A  Text... 

Because  sentence 
against  an  evil  work  is 
not  executed  speedily, 
therefore  the  heart 
of  the  sons  of  men  is 
fully  set  in  them 
to  do  evil. 
-Ecclesiastes  8:11 


Sent  in  by  Mrs.  Virgil  Stingel, 

Texas  City,  Tex. 

What's  your  favorite  text? 

The  Forbes  Scrapbook 

of  Thoughts  on  the  Business 

of  Life  is  presented  to  senders 

of  texts  used. 


The  day  is  not  far  distant 
when  the  man  who  dies 
leaving  behind  him  millions 
of  available  wealth,  which 
was  free  for  him  to  administer 
during  life,  will  pass  away 
"unwept,  unhonored,  and 
unsung,"  no  matter  to  what 
uses  he  leaves  the  dross  which 
he  cannot  take  with  him. 
-Andrew  Carnegie 

Poor  men  seek,  meat  for  their 
stomachs,  rich  men  stomachs 
for  their  meat. 

-English  proverb^ 

What  is  most  important  for 
democracy  is  not  that  great 
fortunes  should  not  exist, 
but  that  great  fortunes 
should  not  remain  in  the 
same  hands.  In  that  way 
they  do  not  form  a  class. 
-Alexis  de  Tocqueville 


I  don't  mind  their  having  a 

lot  of  money, 
And  I  don't  care  how 

they  employ  it, 
But  I  do  think  they  damn  well 

ought  to  admit  they  enjoy  it. 
-Ogden  Nash 

All  heiresses  are  beautiful. 
-John  Dryden 

Just  as  war  is  waged  with 
the  blood  of  others, 
fortunes  are  made  with  other 
people's  money. 

-Andre  Suares 


More  than  9,000  "Thoughts,"  indexed  by  author  and 
subject,  are  available  in  a  three-volume  boxed  set  at 
$69.50  ($27.50  per  volume  if  purchased  separate- 
ly). Also  available,  a  one-volume  edition  of  over 
3,000  "Thoughts."  Price:  $27.50.  Send  check  and 
order  to  Forbes  Books,  P.O.  Box  11234,  Des  Moines, 
IA  50340.  Add  sales  tax  on  orders  in  New  York  State 
and  other  states  where  applicable.  For  faster  service 
call  1-800-234-4553  and  charge  to  your  credit  card. 


Let  me  tell  you  about  the 
very  rich.  They  are  different 
from  you  and  me.  They  possess 
and  enjoy  early,  and  it  does 
something  to  them,  makes  them 
soft  where  we  are  hard,  and 
cynical  where  we  are  trust- 
ful, in  a  way  that,  unless 
you  were  born  rich,  it  is 
very  difficult  to  understand. 
-F.  Scott  Fitzgerald 

He  is  not  fit  for  riches 
who  is  afraid  to  use  them. 

-Thomas  Fuller 

Probably  the  greatest  harm 
done  by  vast  wealth  is  the 
harm  that  we  of  moderate 
means  do  to  ourselves  when 
we  let  the  vices  of  envy 
and  hatred  enter  deep  into 
our  own  natures. 
-Theodore  Roosevelt 

A  fool  and  her  money  are 
soon  courted. 
-Helen  Rowland 

There  must  be  a  reason  why 
some  people  can  afford  to 
live  well.  They  must  have 
worked  for  it.  I  only  feel 
angry  when  I  see  waste.  When 
I  see  people  throwing  away 
things  we  could  use. 
-Mother  Teresa 

If  prosperity  is  regarded 
as  the  reward  of  virtue,  it 
will  be  regarded  as  the 
symptom  of  virtue. 

-G.K.  Chesterton 

The  jests  of  the  rich  are 
ever  successful. 
-Oliver  Goldsmith 

The  secret  point  of  money  and 
power  in  America  is  neither 
the  things  that  money  can  buy 
nor  power  for  power's  sake 
but  absolute  personal  free- 
dom, mobility,  privacy. 
-Joan  Didion 
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They  don't  make  Jaguars  like  they  used  to. 


So  they  doirt 


xj  Series 


itted  unth  a  superb  new  has  6een 


Even  the  famous 
Jaguar  "Leaper"  has 
been  improved— it  is 
now  spring-mounted 
for  added  safety. 


A  new  electronic  engine  management  system  optimizes  timing  ah 
injection  according  to  speed,  driving  conditions- even  barometric  pr  d 


addition  to  integrated,  color-keyed  bumpers,  new  tail- 
styling  cues  include  new  side  panels  and  a  new  trunk 
1,  giving  the  car  a  more  raised  profile. 


New  speed-sensiti 
automatically  hot 
when  you  ned 
parking,  for  el 
progressively ! 

the  car  gain     Do  we  make  Jaguars  like  we  used  to? 
steering  coin 
and  telescop 

entry  and  eawe're  confident  the  conclusion  you  reach  will  be 


ing  transmission,  to  the  sophisticated  speed- 
itive  steering,  no  Jaguar  has  ever  felt  this  silky, 
esponsive  to  drive. 


It's  a  question  only  a  test  drive  can  answer. 


ing  short  of  exhilarating.  For  more  information 
the  name  of  the  dealer  nearest 
call  1-800-4-JAGUAR. 


jag  u  Air 


Optional  equipment  shown.  Enjoy  tomorrow.  Buckle  up  today. 


/  want  to  be  a  regular 
kid, 

Laugh  and  play  like  you 

and  me  did. 
I  want  to  know  why 

can't  I? 
Oh  why,  oh  why, 

why  do  kids  have  to 

cry? 

Why  do  kids  have  to 
die? 

Why,  oh  why,  I  want  to 

know  why. 
Can't  anybody  hear  me? 


Can't  anybody  see 

what's  happening  to  me? 
I  want  to  know  why  do 

kids  have  to  cry? 


Why  do  kids  have  to 
die? 

Why,  oh  why,  can  you 

tell  me  why? 
I  know  I'm  going  to 

make  it, 
Just  you  wait  and  see. 
So  don 't  you  be  worry- 
ing about  me. 

Poem  by  Lindsey  Cook, 
age  I  I .  Survivor,  acute 
lymphocytic  leukemia. 
Patient,  St.  Jude  Children's 
Research  Hospital, 
Memphis,  TN. 


THIS  WATCH  SAVES  LIVES. 


The  Movado  "Children  of  the  World  Watch"  -  the  latest  design  in  the  acclaimed  Movado  Artists'  Series. 


When  you  acquire  this  watch  with  your  $1000 
contribution  to  the  Movado  Children's  Foundation, 
you'll  receive  more  than  a  collectible  timepiece. 
You  also  gain  the  personal  satisfaction  of  helping 
raise  $1,000,000  to  save  children's  lives. 

Of  each  $1000  contribution,  a  full  $750  will  go  to 
St.  Jude  Children's  Research  Hospital,  a  leading 
center  for  the  research  into  and  treatment  of  cata- 
strophic childhood  diseases;  and  the  remaining 
$250  will  go  to  UNICEF,  the  United  Nations 
International  Children's  Emergency  Fund.  Movado 
is  assuming  all  expenses  for  this  project. 

The  Movado  "Children  of  the  World  Watch"  will 
be  issued  this  fall  in  an  exclusive  edition  limited  to 
1000  pieces  at  $1000  each. 


To  reserve  one,  send  your  check  or  money  order  to: 

Movado  Children's  Foundation 

1 25  Chubb  Avenue 
Lyndhurst,  NJ  07071 

Or  call  toll  free: 

1-800-297-0105,  ext.  7310 

All  major  credit  cards  accepted.  Only  the  first  1000 
orders  can  be  fulfilled.  Don't  let  time  run  out  - 
order  your  "Children  of  the  World  Watch"  today. 


MOVADO 

The  Museum  Watch. 


vado  Watch  Company  and  Romero  Britto  have  donated  their  time,  materials  and  talent  to  this  project.  The  portion  of  your  $1000  contribution  to  Movado  Children's 
ition  that  is  tax  deductible  is  limited  to  the  amount  in  excess  of  the  estimated  value  of  the  watch,  or  $500.  Payments  for  orders  that  cannot  be  filled  will  be  returned. 
Special  thanks  to  the  Star  Art  Foundation  in  Miami  for  its  help  in  bringing  this  cooperative  charitable  venture  to  life. 
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Alert  to  every  opportunity.  Quick  to  pounce.  Proud  to  carry  off  the 
prize  while  the  competition  fumes.  This  fierce  entrepreneurial  spirit  now 
drives  many  of  Americas  largest  companies,  turning  them  into  powerful 
global  competitors  once  again. 


^Chemical 


Chemical  shares  the  entrepreneurial  need  to  move  swiftly.  Vi 
help  you  seize  opportunities  that  can  vanish  in  a  flash— from  acq 
tions  to  debt  restructuring  to  managing  currency  exposures,  and  m 

To  fund  your  initiatives,  we  can  arrange  bank  financing  throu 


©  1994  Chemical  Banking  Corporation 


mical  Bank  or  access  the  public  or  private  debt  markets  through 
lical  Securities  Inc. 

As  leaders  in  global  loan  syndication,  we  know  how  to  meet 
essive  timetables  and  bring  complex  financings  to  a  seamless  close. 


Chemical  can  work  with  you  as  banker,  advisor,  and  trading 
and  investment  partner  worldwide,  building  an  association  that 
benefits  us  both. 

That's  our  own  entrepreneurship  unleashed  for  you. 


Expect  more  from  us: 


Chemical  Bank  and  Chemical  Securities  Inc.  are  separate  subsidiaries  of  Chemical  Banking  Corporation  Chemical  Securities  Inc  -Member  t^ASD'SIPC 
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One  For  Me,  and  One  For  Me. 

What  could  make  your  taste  buds  happier  than  one  of  our  wondrous  medleys  of  fresh  pecans,  hazelnuts,  or  cashews  wrapped  in  caramel 
and  chocolate?  Partake  of  these  caramel  nut  bouchees,  and  your  sweet-tooth  will  positively  swoon.  Stop  in  or  call  1 800  9  GOD1VA. 


GODIVA 

Chocolatier 
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Why  Settle  For  Being  Merely  Effective 
When  You  Could  Be  Insanely  Awesome? 


Introducing  Z-NOTEFLEX, 
The  Ultimate  Multimedia  Presenter. 

Loosen  your  tie,  and  get 
ready  to  bring  down  the  house. 
With  Z-NOTEFLEX,  Zenith 
Data  Systems'  new  multi- 
media showstopper. 
Built  around  a  powerful 
notebook,  the  Z-NOTEFLEX 
system  lets  you  take  the  show 
on  the  road,  and  carry  it  around 
in  your  hand.  With  sharp, 
colorful  video  and  stereo 
sound,  your  business  pre- 
sentations are  sure  to  get 
attention.  Detaching  the 
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Z-NOTEFLEX 
up  to 

lnu4DX4 "  75MHz  processor 
lb-bit  business  audio 
active-matrix.  25b-color 
LCD  display 

FLEXSITE 
LCD  display  stand 


FLEXBAY 
battery  charging  bay 
i  i      .       •  • .  floppy  drive  bay 

LCD  display  and  placing  it 

FLEXDOCK 

i n  front  of  your  viewers  wi  1 1     l't,ha"aVZV^T,r , 

1  two  type-Ill  PCMCIA  slots 

nelworfting  module 


have  an  even  greater  impact: 

And  the  Z-NOTEFLEX's 
modular  components  offer 
you  a  wide  range  of  system 
enhancements,  multi- 
media capabilities  and 
peripheral  solutions.  So  you 
custom  order  the  features  you 
want  today,  then  upgrade 
when  you're  ready. 


FLEXSHOW" 
double-speed  CD-ROM  drive 
amplified  stereo  speakers 
two  type-Ill  PCMCIA  slots 
integrated  power  supply 


WPC2 


Multimedia  PC 

Your  audience  wants  something  worth 
watching.  And  the  Z-NOTEFLEX  delivers. 
Make  that  connection,  and  you  could  be  an 
overnight  success. 

Call  us  for  the  awesome  details. 
1-800-289-1322,  Ext.  5123 

ZENITH  H 

DATA  SYNTH  M  S  ISUSI 

Make  The  Connection' 
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How  the  pros  do  it 


Morais  (left);  Chanel's  Gilles  Dufour 
Chocolate  jacket,  bottle-green  vest. 


"BEFORE  YOU  BUY  STOCKS,"  says  Richard  Morais,  "you  usually  check 
with  the  experts,  and,  if  possible,  you  want  to  know  what  they  arc) 
buying  tor  their  own  accounts.  Why  should  clothes  be  any  differ 
ent?"  Since  Forbes1  readers  buy  clothes  as  well  as  securities  and  since! 
we  live  in  an  age  when  the  typical  American  male  has  become] 
somewhat    less  diffident 
about  dressing  distinctive- 
ly,   the    editors  thought 
Morais  had  a  good  point. 

So  our  London- based 
staffer  invited  fashion  pro- 
fessionals to  take  him  mens- 
wear  shopping  in  three  Eu- 
ropean centers — London, 
Paris  and  Munich.  A  bit 
rarefied?  Morais  says  he's 
not  writing  for  men  who  do 
their  shopping  in  these 
places  but  for  the  far  greater 
number  who  can  learn 
something  from  the  pros' 
methodology.  Though  his  WBKMM 
own  clothing  budget  is  a 

fraction  of  theirs,  Morais  says  he  picked  up  a  lot  of  tips  from  watching 
these  fashion  types  pick  and  choose.  "A  confident  fashion  profes- 
sional," he  figured  out,  "doesn't  follow  slavishly  the  current  do's 
and  don'ts.  He  bends  the  rules  to  make  his  own  low-key  statement."' 
We  figured  that  is  useful  advice  for  female  as  well  as  male  readers. 
"The  well,  and  sensibly,  dressed  man"  starts  on  page  276. 


The  coming  bell-curve  controversy 

The  long  PIECE  entitled  "For  whom  the  bell  tolls"  that  starts  onl 
page  153  is  not  a  book  review  but  an  article  about  a  book.  Peter 
Brimelow  had  numerous  interviews  and  conversations  with  Charles 
Murray  and  with  Richard  Herrnstein — before  the  latter's  untimely 
death  last  month — about  their  new  book,  whose  innocuous-sound- 
ing title,  The  Bell  Curve,  masks  an  explosive  thesis  about  late-20th- 
century  America.  To  simplify,  the  authors  believe  that  in  a  knowl- 
edge-based economy,  raw  iq  rules  personal  destiny.  It  is  a  closely 
argued  book,  replete  with  charts  and  statistics.  Despite  its  deliberate- 
ly flat  tone,  The  Bell  Curve  h  inflammatory.  Some  will  say  it  should 
have  been  left  unpublished.  Others  will  praise  the  courage  of  the 
authors.  It  will  infuriate  many.  It  will  persuade  others.  In  my  personal 
view  the  book,  right  or  wrong,  will  influence  the  agenda  for  public 
policy  debates  for  years  to  come.  By  talking  directly  with  the  authors 
and  putting  specific  questions  to  them,  Forbes  hopes  to  help  our 
readers  understand  what  the  impending  controversy  is  all  about. 


Editor 
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What  do  doctors  recommend  most? 

Buick  LeSabre. 

Prevention  magazine's  Editorial  Advisors  are  all  doctors.  And  you 
know  what  they  recommend?  LeSabre,  awarded  Prevention's 
"Safe  Car  Achievement  Award"  in  the  full-size  car  segment. 
Safety  includes  dual  air  bags,  anti-lock  brakes,  steel 
side  door  beams,  a  steel  safety  cage  body  unit 
and  child  security  locks.  LeSabre  is  now  the 
most  popular  full-size  car  in  America.* 
Safety  must  be  catching  on.  To  learn 
more,  call  1 -800-4 A-BUICK. 
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Retreat  from  victory 

Forbes  had  just  gone  to  press  to 
declare  Walt  Disney  Co.  the  likely  vic- 
tor in  the  battle  to  build  a  new 
theme  park  near  the  Manassas  battle- 
field (Oct.  17)  when  the  apparent 
victor  suddenly  struck  its  flag.  Disney 


Anti-Disney  protester  "Betsy  Ross"  weeping 
over  Disnified  flag  at  a  Washington,  D.C.  rally 
Mickey  Mouse  couldn't  stand  the  heat. 


announced  it  was  abandoning  its 
original  plans  and  would  seek  a  new 
site  elsewhere  in  Virginia  for  its 
theme  park. 

When  Mickey  Mouse  suddenly 
struck  his  colors,  the  badly  battered 
opposition  was  taken  by  surprise. 
Disney  had  just  scored  in  a  critical 
vote  over  the  plan  by  the  local  plan- 
ning commission  that  went  7-to- 1  for 
Disney.  "Without  question,  Disney 
was  winning  the  ground  war,"  says 
John  Sherman,  a  board  member  of 
the  Piedmont  Environmental  Coun- 
cil, the  group  that  spearheaded  op- 
position to  the  park. 

So  why  did  Disney  suddenly  pull 
out?  Perhaps  it  was  afraid  of  guerilla 
tactics.  The  opposing  alliance  of  en- 
vironmentalists, historians  and  rich 
nearby  property  owners  had  rolled 
out  the  Clean  Air  Act  to  delay  the 
building  of  roads  that  were  crucial 
to  the  Disney  plan.  "Despite  our  con- 
fidence that  we  would  eventually 
win  the  necessarv  approvals,  it  has  be- 


come clear  we  could  not  say  when 
the  park  would  be  able  to  open — or 
even  when  we  could  break 
ground,"  says  Peter  Rummell,  presi- 
dent of  Disney  Design  &  Develop- 
ment Co.  "When  it  comes  down  to  it. 
Disney  needs  a  return  on  its  invest- 
ment," says  another  Disney  insider. 
"The  deep  pockets  of  the  Piedmont 
Environmental  Council  don't  have  a 
bottom  line." 

Nevertheless,  vows  John  Cooke, 
Disney's  new  top  man  on  the  project: 
"There  will  be  a  Disney's  America.  I 
have  assured  the  governor  of  Virginia 
with  everything  in  our  corporate 
being  that  we  want  this  to  be  a  park  in 
Virginia  and  are  working  to  make 
that  happen." 

So  the  official  Disney  line  is  that 
the  company  withdrew  only  to  fight 
another  day.  But  some  people  won- 
der: Has  Disney  lost  its  nerve?  Is  it 
backing  away  from  a  bloody  fight 
that  it  could  have  won? 

-Lisa  Gubernick 

Gone  flat 

"My  goal  for  the  1990s  is  to  be 
number  two  [in  beer  sales],  and 
growing,"  Coors  Brewing  head  Pe- 
ter Coors  told  Forbes  more  than 
three  years  ago  (Mar.  4,  1991).  It 
hasn't  worked  out  that  way  for  the 
great-grandson  of  Adolph  Coors, 
founder  of  the  Golden,  Colo,  brew- 
ing giant. 

After  spinning  off" its  nonbrewing 
units  in  1992,  Adolph  Coors  Co.  was 
able  to  increase  beer  shipments  only 
1.4%  last  year.  Its  10.4%  share  of  the 
U.S.  market  was  less  than  a  percent- 


Peter  Coors  of  Coors  Brewing 
Thirsty  for  a  growth  strategy. 
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Your  urinary  symptoms  may  be  caused  by  a  condition  called  benign  prostate 
enlargement  or  BPH.  BPH  is  not  cancer  and  does  not  lead  to  cancer,  although 
the  two  conditions  can  exist  at  the  same  time.  Remember,  only  a  doctor  can 

evaluate  your  symptoms  and  their 
possible  causes. 


Is  this  you? 

Do  you  get  up  more  than  once  or  twice  a  night  to  urinate? 
Do  you  often  have  sudden,  uncontrollable  urges  to  urinate? 
Do  you  have  a  hesitant  or  slow  urine  stream? 
Do  you  have  a  frequent  need  to  urinate? 
If  you  answered  yes  to  even  one  question,  tell  your  doctor. 


Yes 

□ 
□ 
□ 

□ 


No 

□ 
□ 
□ 
□ 


Today,  symptomatic  BPH  can 
be  treated  by  your  doctor  in 
several  ways.  The  options  are 
monitoring  the  condition  with 
regular  checkups,  surgery,  or  oral 
medicines.  One  oral  medicine  is 
PROSCAR,  the  only  prescription  medicine  for  the  treatment  of  symptomatic 
BPH  that  can  shrink  the  prostate. 


PROSCAR  works  by  blocking  a  hormone  that  can 
cause  the  prostate  to  enlarge.  But  it  is  important  to 
know:  PROSCAR  doesn't  work  for  everyone. 
Although  the  prostate  may  shrink,  there  may  not  be 
an  improvement  in  urinary  symptoms.  However,  in 
clinical  studies  with  PROSCAR,  some  men  have  seen 
an  improvement  in  their  urinary  symptoms  after  2 
weeks.  Others  have  found  that  PROSCAR  took  up  to  several  months  to  help 
them.  Because  all  men  are  different,  you  and  your  doctor  will  need  to  deter- 
mine how  PROSCAR  is  working  for  you. 

If  you  have  any  urinary  symptoms,  see  your  family  doctor  or  a  urologist  soon, 
and  ask  about  PROSCAR.  For  free  information  to  help  you  discuss  your 
symptoms  with  your  doctor,  call  1-800-261-5564. 

For  the  treatment  of  symptomatic  BPH 


The  prostate  surrounds 
part  of  the  urethra, 
the  tube  that  carries 
urine  From  the  bladder. 
As  the  prostate  enlarges, 
it  can  squeeze  the 
urethra  and  cause 
urinary  problems. 
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(FINASTERIDE) 

The  only  medicine  that  can  shrink  the  prostate. 

Please  see  patient  information  on  the  next  page. 
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PATIENT  INFORMATION  ABOUT 

PROSCAR*  (Prahs-car) 

Generic  name:  finasteride  (fin-AS-tur-eyed) 

PROSCAR  is  for  the  treatment  of 
symptomatic  benign  prostatic  hyperplasia 
and  for  use  by  men  only. 

Your  doctor  may  prescribe  PROSCAR  if  you 
have  a  medical  condition  called  benign  prostatic 
hyperplasia  or  BPH.  This  occurs  only  in  men. 

Please  read  this  information,  as  well  as  the  leaflet 
which  accompanies  your  medication,  before  you 
start  taking  PROSCAR.  Also,  read  the  leaflet 
each  time  you  renew  your  prescription,  just  in 
case  anything  has  changed.  Remember,  this 
leaflet  does  not  take  the  place  of  careful  discus- 
sions with  your  doctor.  You  and  your  doctor 
should  discuss  PROSCAR  when  you  start  taking 
your  medication  and  at  regular  checkups. 

What  is  BPH? 

BPH  is  an  enlargement  of  the  prostate  gland. 
After  age  50,  most  men  develop  enlarged 
prostates.  The  prostate  is  located  below  the 
bladder.  As  the  prostate  enlarges,  it  may  slowly 
restrict  the  flow  of  urine.  This  can  lead  to 
symptoms  such  as: 

•  a  weak  or  interrupted  urinary  stream 

•  a  feeling  that  you  cannot  empty  your  bladder 
completely 

•  a  feeling  of  delay  or  hesitation  when  you  start 
to  urinate 

•  a  need  to  urinate  often,  especially  at  night 

•  a  feeling  that  you  must  urinate  right  away. 

Treatment  options  for  BPH 

There  are  three  main  treatment  options  for  BPH: 

•  Program  of  monitoring  or  "Watchful 
Waiting".  If  a  man  has  an  enlarged  prostate 
gland  and  no  symptoms  or  if  his  symptoms  do 
not  bother  him,  he  and  his  doctor  may  decide 
on  a  program  of  monitoring  which  would 
include  regular  checkups,  instead  of  medica- 
tion or  surgery. 

•  Medication.  Your  doctor  may  prescribe 
PROSCAR  for  BPH.  See  "What  PROSCAR 
does"  below. 

•  Surgery.  Some  patients  may  need  surgery. 
Your  doctor  can  describe  several  different  sur- 
gical procedures  for  BPH.  Which  procedure  is 
best  depends  on  your  symptoms  and  medical 
condition. 

What  PROSCAR  does 

PROSCAR  lowers  levels  of  a  key  hormone  called 
DHT  (dihydrotestosterone),  which  is  a  major 
cause  of  prostate  growth.  Lowering  DHT  leads 
to  shrinkage  of  the  enlarged  prostate  gland  in 
most  men.  This  can  lead  to  gradual  improve- 
ment in  urine  flow  and  symptoms  over  the  next 
several  months.  However,  since  each  case  of 
BPH  is  different,  you  should  know  that: 

•  Even  though  the  prostate  shrinks,  you  may 
NOT  see  an  improvement  in  urine  flow  or 
symptoms. 

•  You  may  need  to  take  PROSCAR  for  six  (6) 
months  or  more  to  see  whether  it  helps  you. 

•  Even  though  you  take  PROSCAR  and  it  may 
help  you,  it  is  not  known  whether  PROSCAR 
reduces  the  need  for  surgery. 

What  you  need  to  know  while  taking 
PROSCAR 

•  You  must  see  your  doctor  regularly. 

While  taking  PROSCAR,  you  must  have  regu- 
lar checkups.  Follow  your  doctor's  advice 
about  when  to  have  these  checkups. 

•  About  side  effects.  Like  all  prescription 
drugs,  PROSCAR  may  cause  side  effects.  Side 
effects  due  to  PROSCAR  may  include  impo- 
tence (or  inability  to  have  an  erection)  and  less 
desire  for  sex.  Each  of  these  side  effects 
occurred  in  less  than  4%  of  patients  in  clinical 
studies.  In  some  cases  side  effects  went  away 
while  the  patient  continued  to  take  PROSCAR. 

Some  men  taking  PROSCAR  may  have  a 
decrease  in  the  amount  of  semen  released  dur- 


ing sex.  This  decrease  does  not  appear  to 
interfere  with  normal  sexual  function.  Rarely, 
'  some  men  have  reported  breast  swelling 
and/or  tenderness  or  allergic  reactions  such  as 
lip  swelling  and  rash. 

You  should  discuss  side  effects  with  your  doctor 
before  taking  PROSCAR*  (Finasteride)  and  any- 
time you  think  you  are  having  a  side  effect. 

•  Checking  for  prostate  cancer.  Your  doctor 
has  prescribed  PROSCAR  for  symptomatic 
BPH  and  not  for  cancer — but  a  man  can  have 
BPH  and  prostate  cancer  at  the  same  time. 
Doctors  usually  recommend  that  men  be 
checked  for  prostate  cancer  once  a  year  when 
they  turn  50  (or  40  if  a  family  member  has  had 
prostate  cancer).  These  checks  should  contin- 
ue while  you  take  PROSCAR.  PROSCAR  is 
not  a  treatment  for  prostate  cancer. 

•  About  prostate  specific  antigen  (PSA). 

Your  doctor  may  have  done  a  blood  test  called 
PSA.  PROSCAR  can  alter  PSA  values.  For 
more  information,  talk  to  your  doctor. 

•  A  warning  about  PROSCAR  and 
pregnancy. 

PROSCAR  is  for  use  by  MEN  only. 

PROSCAR  is  generally  well  tolerated  in  men. 
However,  women  who  are  pregnant,  or  women 
who  could  become  pregnant,  should  avoid  the 
active  ingredient  in  PROSCAR. 

If  the  active  ingredient  is  absorbed  by  a 
woman  who  is  pregnant  with  a  male  baby,  it 
may  cause  the  male  baby  to  be  born  with 
abnormalities  of  the  sex  organs.  Therefore, 
any  woman  who  is  pregnant  or  who  could 
become  pregnant  must  not  come  into  direct 
contact  with  the  active  ingredient  in 
PROSCAR. 

Two  of  the  ways  in  which  a  woman  might 
absorb  the  active  ingredient  in  PROSCAR  are: 

Sexual  contact.  Your  semen  may  contain 
a  small  amount  of  the  active  ingredient 
of  the  drug.  If  your  partner  is  pregnant,  or 
if  you  and  your  partner  decide  to  have 
a  baby,  you  must  stop  taking  PROSCAR  and 
talk  to  your  doctor.  If  your  partner  could 
become  pregnant,  proper  use  of  a  condom  can 
reduce  the  risk  of  exposing  her  to  your  semen 
(discuss  this  further  with  your  doctor). 

Handling  broken  tablets.  Women  who 

are  pregnant  or  who  could  become  pregnant 

must  not  handle  broken  tablets  of  PROSCAR. 

PROSCAR  tablets  are  coated  to  prevent  con- 
tact with  the  active  ingredient  during  normal 
handling.  If  this  coating  is  broken,  the  tablets 
should  not  be  handled  by  women  who  are 
pregnant  or  who  could  become  pregnant. 

If  a  woman  who  is  pregnant  comes  into  contact 
with  the  active  ingredient  in  PROSCAR,  a  doc- 
tor should  be  consulted.  Remember,  these 
warnings  apply  only  if  the  woman  exposed  to 
PROSCAR  is  pregnant  or  could  become  pregnant. 

How  to  take  PROSCAR 

Follow  your  doctor's  advice  about  how  to  take 
PROSCAR.  You  must  take  it  every  day.  You 
may  take  it  with  or  between  meals.  To  avoid 
forgetting  to  take  PROSCAR,  it  may  be  helpful 
to  take  it  the  same  time  every  day. 

Do  not  share  PROSCAR  with  anyone  else;  it 
was  prescribed  only  for  you. 

Keep  PROSCAR  and  all  medicines  out  of  the 
reach  of  children. 

FOR  MORE  INFORMATION  ABOUT 
'PROSCAR'  AND  BPH,  TALK  WITH  YOUR 
DOCTOR.  IN  ADDITION,  TALK  TO  YOUR 
PHARMACIST  OR  OTHER  HEALTH  CARE 
PROVIDER. 


&  MERCK 

©  1994,  Merck  &  Co.,  Inc. 
West  Point,  PA  19486 
J4P044( 302  )-MKP403 1 


age  point  higher  than  five  years  earlier] 
and  still  less  than  half  of  number 
two  Miller  Brewing  Co.'s  21 .4%. 

Coors  is  pushing  two  high-mar- 
gin drinks,  Killian's  Irish  Red  and 
Zima  Clearmalt,  which  both  sell  for 
about  $5  per  six-pack.  Sales  are  grow- 
ing, but  ad  costs  are  high,  and  both 
are  niche  drinks.  Also  new:  Artie  Ice, 
which  like  other  "ice"  beers  is 
superchilled  to  create  a  smooth,  high- 
alcohol  brew.  But  Miller's  ice  beer 
was  on  the  market  first  and  has  left 
Coors'  entry  in  the  dust.  "The  basic 
problem  is  that  Coors  lacks  a  strategic! 
platform  to  grow,"  says  Thomas 
Pirko,  president  of  Bevmark,  Inc.,  a 
beverage  consulting  firm. 

Coors'  stock  has  been  flat  lately, 
too,  trading  at  a  recent  1 87/s.  But  shed 
no  tears  for  Peter  Coors.  The  fami- 
ly's net  worth  is  still  a  satisfvingly  cool 
$400  million  (Forbes,  Oct.  17). 

Longer  odds? 

Earlier  this  year  Forbes  figured 
that  Hollywood  Park  Inc.'s  plan  to 
combine  racetracks  and  high-stakes 
poker  just  might  fly  (May  9).  The  idea: 
was  to  build  a  $20  million  "card 
club"  next  to  the  Inglewood,  Calif, 
racetrack  and  lure  gamblers  into 
both  facilities.  Because  full-scale  casi- 
no gambling  is  still  illegal  in  Califor- 
nia, patrons  would  bet  against  one 
another,  not  the  "house."  The  club 
would  get  its  money  from  fees,  food 
and  liquor. 

But  training  costs,  overtime  and 
food  and  beverage  expenses  at  the 
card  club  have  all  turned  out  to  be 
more  than  previously  estimated.  Al- 
though attendance  at  the  California 
racetrack  remains  on  target,  heavy 
competition  from  riverboat  gam- 
bling on  the  Missouri  River  is  drain- 
ing attendance  and  betting  at  the 
company's  Woodlands  track  in  Kan- 
sas City.  A  third-quarter  loss  is  now 
expected,  and  the  company's  stock 
has  dropped  by  almost  a  third,  to  a 
recent  14. 

But  Chief  Executive  R.D.  Hub- 
bard hasn't  been  deterred.  He's  now 
placing  his  bets  on  the  Pyramid  Ca- 
sino in  Compton,  Hollywood  Park's 
second  attempt  to  introduce  gam- 
bling into  southern  California.  That's 
expected  to  open  in  early  1996. 

-Suzanne  L.  Jennings  m 
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Can  the  Quality 

Control  Standards  of 

ISO  9000 
be  applied  to 

650,000  employees  of 
a  Sendee  Company? 


We've  just  done  it! 

Manpower  Inc.  is  proud  to  announce  that  its  Quality  Management  Process 
is  now  registered  to  the  International  Standards  of  ISO  9002-1987. 
This  registration  is  the  newest  discipline  in  our  continuing  initiative 
to  assure  the  highest  quality  of  Employment  and 
Staffing  Services  to  our  customers. 

MANPOWER 

Registration  Certificate  #002285 
issued  to: 

ggjmam  Manpower  International  Inc. 

MMM  World  Headquarters 

5301  North  Ironwood  Road 
S^™,,,       Milwaukee,  Wisconsin  53217 

Institute 
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Ask  the  dean 

Should  New  York  University 
School  of  Law  begin  a  program  in 
corporate  governance,  it  has  a 
teacher  experienced  in  the  real-world 
workings  of  the  boardroom:  John 
Sexton,  its  dean  and,  since  early  this 
year,  a  member  of  Borden,  Inc.'s 
board  of  directors.  Since  approving 
beleaguered  Borden's  sale  to  Kohl- 
berg  Kravis  Roberts  last  month  in  a 
stock  swap,  the  Borden  board  has 
been  bombarded  with  lawsuits  from 
angry  shareholders,  some  claiming 
the  directors,  Sexton  included, 
breached  their  fiduciary  duty. 

Turns  out  that  Sexton,  who  gets 
around  $40,000  a  year  in  director's 
fees  from  Borden,  is  well  connected 
to  some  of  the  big  players  in  the  Bor- 
den/KKR  drama.  Borden  Chairman 
Frank  Tasco  is  an  NYU  trustee.  And 
mergers  and  acquisitions  lawyer 
Martin  Lipton,  whose  firm  is  reaping 
millions  in  fees  from  Borden,  is  an 
NYU  law  alumnus  and  chairman  of  its 
board  of  trustees.  A  deft  fundraiser, 
Sexton  last  year  got  Lipton's  law  firm 
to  pledge  $5  million  to  the  law 
school. 

Should  Sexton  have  recused  him- 
self from  the  Borden/KKR  delibera- 
tions? Good  topic  for  classroom  dis- 
cussion. -Matthew  Schifrin 

Mike  Milken  does 
Koo  Koo  Roo 

Trusts  for  Michael  Milken's  chil- 
dren have  quietly  been  making  a  num- 
ber of  investments  that  reflect  the 
financier's  wide-ranging  interests. 
For  instance,  the  Milken  family 
trusts  are  part  of  a  group  that  plans  to 
acquire  Heron  International.  Her- 
on is  a  London-based  real  estate  com- 
pany built  by  Gerald  Ronson,  who 
went  to  prison  for  manipulating  stock 
prices  when  Guinness  Pic.  was  try- 
ing to  take  over  Distillers  in  the  mid- 
Eighties. 

The  trusts  have  also  put  some 
money  into  Los  Angeles- based  Ar- 
chon  Capital  Partners.  Archon  is 
considering  investments  in  Premiere 
Radio  Networks  and  Koo  Koo  Roo 
Inc.,  a  fast-food  chicken  chain.  "He 
[Milken]  has  eaten  at  one  of  Koo 
Koo  Roo's  restaurants,"  says  an  ac- 
quaintance, "and  likes  the  food." 

-Riva  Atlas 


Calling  all  slobs 

When  salespeople  abandon  their 
desks  for  mobile  offices  in  cars  or  vans, 
it's  a  prelude  to  a  mess,  says  Personal 
Selling  Power,  a  Fredericksburg,  Va.- 
based  magazine  for  sales  profession- 
als widi  170,000  subscribers  world- 
wide. Why  die  disarray?  Cramped 
quarters  and  the  proliferating  tools  of 
the  trade,  according  to  the  magazine. 

To  convince  road  warriors  that 
for  efficiency's  sake  they  should  clean 
up  their  acts,  Personal  Selling  Power 
now  is  cosponsoring  the  Messiest 
Mobile  Office  contest.  First  prize:  a 
SI 2, 000  makeover  for  the  worst 
mess;  additional  prizes  go  to  70 
runners-up. 

To  qualify,  send  the  magazine  a 
color  photo  of  your  mobile  office 
mess  along  with  a  short  essay  by 
Nov.  30.  For  an  entry  form,  write  to 
Personal  Selling  Power,  P.O.  Box 
5467,  Fredericksburg,  Va.  22403,  or 
call  703-752-7000. 

What  next? 

In  September  Turner  Broadcasting 
System's  home  entertainment  divi- 
sion released  a  CD- ROM  computer 
program  titled  The  People  v.  O.J. 
Simpson.  Price,  $23.  The  disk  in- 
cludes ten  categories  of  news  reports, 
testimony  and  other  evidence,  plus 
over  an  hour  of  audio  and  video  culled 
from  coverage  of  the  affair  by  Tur- 
ner's Cable  News  Network.  What's 
more,  users  can  view  updated  infor- 
mation daily  via  a  bonus  subscription 
to  the  CompuServe  on-line  net- 
work included  with  the  package. 
"The  program  is  designed  to  be  the 
ultimate  companion  to  anyone  view- 
ing die  trial,"  says  Turner  Executive 


Vice  President  Stuart  Snyder,  who 
says  he  has  more  "instant  pub- 
lishing" software  titles  to  come. 

-R.  Lee  Sullivan 


Attention  all  weirdos 

The  Cheesecake  Factory  is  a  Ca- 
labasas,  Calif. -based  restaurant  chain 
that  sells  more  than  40  different 
kinds  of  cheesecake.  But  at  its  Brent- 
wood branch,  what's  hotter  than 
the  cheesecake  these  days  is  the  menu 
itself.  That's  because  the  spiral- 
bound  menu  carries  local  advertising, 
including  a  page  for  a  Brentwood 
men's  clothing  store  named  Z  90049 
that  features  two  photos  of  Ronald 
Goldman  modeling  sports  jackets  and 
trousers.  Ever  since  the  handsome 
Goldman  was  found  murdered  along 
with  O.J.  Simpson's  ex-wife  Nicole, 
customers  have  been  walking  off  with 


Menu  from  The  Cheesecake  Factory 
in  Brentwood,  Calif. 

Cheesy  souvenir,  thanks  to  photos 
of  the  late  Ron  Goldman  (right). 
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le  menus  faster  than  you  can  order 
ssert.  "Sick,"  sighs  a  waitress. 

-Seth  Lubove 


orse  sense 

YOU  CAN'T  BEAT  'em,  join  'em. 
Mall  developer  and  Forbes  Four 
undred  member  Edward  J.  DeBar- 
lo  foresaw  that  the  coming  of  riv- 
•boat  gambling  to  Louisiana  would 
urt  Louisiana  Downs,  his  horse - 
ack  in  Shreveport,  La.  But  he  also 
new  that  his  20-year  record  of  run- 
ing  a  successful  gambling  operation 
1  Louisiana  would  make  him  a 
100-in  for  one  of  the  15  licenses  that 


lossier  City,  La.'s  Isle  of  Capri  casino 
Idward  DeBartolo  gambled  right. 


were  to  be  granted.  DeBartolo  used 
[hat  to  negotiate  himself  a  sweet  deal. 
I  Last  year  he  formed  a  50-50  joint 
jenture  with  Casino  America  Inc.  to 
»pen  a  new  casino  riverboat  in  Bos- 
jier  City,  La.,  only  5  miles  from  the 
rack.  Casino  America  put  up 
i>35  million  of  its  own  cash  and  the 
pint  venture  borrowed  $25  million 
pore  to  build  the  boat.  DeBartolo 
put  up  nothing.  Once  Casino  Ameri- 
a  makes  back  the  money  it  laid  out, 
DeBartolo  will  be  entitled  to  a  full  half 
share  of  the  profits. 
|  The  partners'  "Caribbean- 
ihemed"  Isle  of  Capri  casino  has 
been  a  smash  success  since  opening  in 
klay.  It  is  being  heavily  promoted  in 
Pallas,  just  three  hours  away. 

Alas,  as  expected,  Louisiana 
Downs  has  suffered.  Attendance  is 
town  17%;  betting  is  off  28%; 
purses  have  been  slashed  33%.  "Mr. 
DeBartolo  figured  if  he  had  to  lose 
:o  somebody,  it  might  as  well  be  to 
limself,"  says  Ray  Tromba,  the 
rack's  general  manager. 

-Christopher  Palmerj  mh 


Right  now,  Wausau  is  helping  group  health  and  workers  comp  customers 

curb  costs  with  managed  care  programs.  Emphasizing  claim  accuracy. 
Medical  case  management,  utilization  reviews.  And  cost-effective  provider 
networks.  We've  developed  solutions  companies  can  put  to  work. 


slWAUSAU 
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Wausau  Insurance  Companies,  2000  Westwood  Dr.,  Wausau,  Wl  54401  1-800-542-5408  A+  A.M.  Best  Rating 
Nationwide*  Insurance  Enterprise 


Investor's 
Business  Daily 

FREE  For  2  Weeks! 

Just  call  the  toll-free  number 
listed  below  and  you'll 
receive  2  weeks  (10  issues) 
of  Investor's  Business  Daily 
ABSOLUTELY  FREE! 
No  strings  attached. 

Invest  or  's  Business  Daily 


POUHfi  TBI  PllHJ  OH  public  TV? 


Investor's 
Business  Daily 
gives  you... 

•  Smart  Stock  Tables 

•  Expanded  Bond  Tables 

•  Company  Earnings 

•  "Stocks  In  The  Mews" 

•  Comprehensive  Mutual 
Fund  Coverage 

Plus,  you'll  also  receive 

a  FREE  audio  tape, 
"100  Ways  to  Improve 
Your  Investment  Results." 


800-847-1177 

24  hours  a  day, 
^    7  days  a  week! 

Investor's 
Business  Daily 

12655  Beatrice  Street, 
Los  Angeles,  CA  90066 

Subscribers  within  the  last  4  months  not  eligible. 
Offer  expires  12/95  and  good  only  in  the  U.S.A. 


Minnesota  exodus 

Sir:  The  real  consequence  of  MN 
Care  is  that  I,  along  with  many  of  my 
classmates  graduating  this  spring 
from  the  University  of  Minnesota 
Medical  School,  will  be  fleeing  this 
socialist  republic  of  Minnesota  ("In 
bed  with  the  devil,"  Sept.  12).  St.  Paul 
has  earned  the  nickname  "Moscow 
on  the  'Mississippi."  Minnesota  has 
become  a  great  place  for  bureaucrats 
and  a  lousy  place  for  doctors. 
-David  L.  Hartsuch 
Bloominjjton,  Minn. 

Give  a  little,  get  a  lot 

Sir:  Re  "Charity  as  a  commodity" 
(Sept.  26).  We've  dabbled  in  the  big 
time:  A  famed  musician  "required"  a 
32 -piece  orchestra  for  an  audience  of 
600;  the  next  week  he  played  to  mil- 
lions of  television  viewers  while  ac- 
companying himself  on  the  piano.  A 
famous  couple  were  our  adoptive  par- 
ents of  the  year.  Not  only  dici  they  get 
a  kid  from  us,  they  got  a  four-bed- 
room suite  for  two  hours  in  which 
they  changed  their  clothes  and  or- 
dered room  service  to  the  tune  of 
$1,400.  They  lived  across  the  street 
from  the  hotel. 

But,  that's  philanthropy. 
-Gerald  H.  Cornez 
Executive  Director 
waif,  Inc. 
New  York,  NT. 

It's  a  small  world? 

Sir:  Re  Fact  &  Comment  (Sept.  12). 
In  1930  the  population  of  Mexico 
was  only  16.5  million,  and  today  their 
increase  is  pushing  90  million.  The 
Mexicans  are  flooding  into  California 
and  Texas  to  such  an  extent  that 
English  is  becoming  known  as  a  for- 
eign language.  Do  you  really  believe 
that  we  should  not  put  any  restraint 
on  future  growth? 
-W.C.  HOLCOMBE 
St.  Helena  Island,  S.C. 

Name  one  country  that  has  substan- 
tially increased  its  population  and 
suffered  a  decline  in  its  standard  of 
living. -M.S.F.  Jr. 

Sir:  It  is  seldom,  if  ever,  blame  is  put 
where  it  belongs,  that  is,  [on]  the 
rotten  governments  and  corrupt  po- 


litical parties,  for  the  misery  whi 
prevails  all  over  the  world.  You  ha 
certainly  elevated  yourself  above 
the  "experts"  on  this  subject. 
-Paul  De  Cleva 
Dallas,  Tex. 


t 

jtak 


Better  than  rolling  over 

Sir:  Re  "Sleep  on  it"  (Sept.  2( 
Outpatient  laser  surgery  has  reduce 
the  decibel  level  in  our  bedroom  ar 
increased  the  comfort  level  of  thoj 
within  range  of  my  former  explosn 
snoring  levels. 
-A.J.  Crowley 
Deerfield,  III. 


Sir:  For  millions  of  individuals,  snor 
ing  is  a  serious  problem  and  can  havi 
devastating  effects  at  home.  By  th 
time  patients  come  to  me,  they  ar< 
often  sleeping  in  separate  bedroom: 
from  their  partners. 

One  patient  with  a  severe  snorin 
problem  had  laser  surgery  after  sh< 
was  threatened  with  eviction  from  hei 
apartment  building. 

Your  discouraging  slant  does  a  dis 
service  to  your  readers  (and  their  fam 
ilies)  who  suffer  from  snoring. 
-Barry  C.  Baron,  M.D. 
Chairman 

Department  of  Otolaryngology 
California  Pacific  Medical  Center 
San  Francisco,  Calif. 

Congress 
makes  them  do  it 

Sir:  Re  "Misery  loves  company 
(Sept.  26).  By  commanding  banks  to 
make  loans  that  would  otherwise  not 
be  made,  Congress  unloads  on  banks 
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GIVE    IT  SOME 


)UGHT 


lopsided  portion  of  the  costs  of 
ubsidizing  inner-city  or  minority  de- 
elopment.  Congress'  command 
akes  banks'  private  property;  govern- 
nent  should  compensate  banks  for 
his  taking. 

If  I  managed  a  commercial  bank,  I 
/ould  quit  trying  to  extend  the  Com- 
riunity  Reinvestment  Act's  malig- 
tant  requirement  to  nonbank  mort- 
;age  lenders.  Instead,  I  would  sue 
Congress  under  the  Takings  Clause  of 
he  Fifth  Amendment. 
Donald  J.  Boudreaux 
Associate  Professor  of  Legal  Studies 
Zlemson  University 
Zlemson,  S.C. 

tlisplaced  blame 

IR:  Re  "They  want  mules,  we'll  sell 
nules"  (Sept.  12).  During  the  22 
ears  I  presided  over  Stride  Rite,  the 
narket  value  of  its  stock  increased 
rom  $38  million  to  $1 .5  billion.  Dur- 
ig  the  same  period  the  company 
lunched  innovative  programs  to 
erve  inner-city  children  at  risk  and 
became  a  workplace  sensitive  to  the 
eeds  of  families. 

Forbes  inaccurately  explained  my 
eparture  as  chairman  by  suggesting 
hat  in  June  of  1992  both  earnings 
nd  sales  grew  at  sharply  reduced 
:vels.  Ervin  Shames,  not  I,  was  the 
EO  during  that  period.  While  I  did 
'ring  him  in,  after  evaluating  his  per- 
Drmance — the  performance  you 
ited  in  "Last  legs?"  (Sept.  12)— I 
opposed  his  succession.  When  the 
oard  chose  to  ignore  my  recommen- 
ation  and  that  of  other  senior  man- 
gers, I  announced  my  resignation  in 
iprilof  1992. 
Arnold  Hiatt 
Chairman 

Tje  Stride  Rite  Foundation 
Cambridge,  Mass. 

n  support  of  cigars 

IR:  Re  "Cigar  power"  (Aug.  l).l  am 
runner,  and  have  a  closet  full  of  T 
hirts  from  marathons,  half  mara- 
hons,  10  kilometer  runs  and  races  of 
ither  distances.  Nevertheless,  I  get 
ired  of  the  politically  correct  anti- 
moking  crusades  to  which  our  soci- 
ty  so  frequently  is  subjected. 
Steve  Collins 
lly,  Nev. 
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It  collects  your 
thoughts.  It 
takes  your,  notes 
and  memos. 
Yet  the  unique 
Olympus  1400 
Mlcrocassette™ 


Never 


Call  us  for  more  information 


Recorder  weighs 
less  than  your 
wallet  and  hides 
In  your  hand. 
So  consider  the 


bllltles.  All 


Nestled  between  Georgetown  and  downtown. 


Distinctive  artwork  throughout. 


24  hr.  business  services. 


Call  1-800-233-1234  or  your  travel  planner. 


Residential  charm 
with  a  flair  for  business. 

A  private  retreat 
from  the  public  eye. 

Where  the  exceptional 
is  the  rule. 


PARK 


WASHINGTON,  D  C. 


Small.  Select.  Inspired. 


CHICAGO  •  NEW  YORK  •  SAN  FRANCISCO  •  WASHINGTON,  D.C. 
BUENOS  AIRES  •  CANBERRA  •  LONDON  •  MADRID  •  SYDNEY  •  TOKYO  (1994) 


Hyatt  Hotels  and  Resorts  are  managed  or  operated  by  two  separate  groups  of  companies-Hyatt  Corp.  and  Hyatt  International  Corp.  ©  1993  Hyatt  Corp, 


nisys  has  added  new  meaning 
to  the  language  of  business. 

Customerize. 


For  an  organization  to  achieve 
its  potential,  customer  service  must 
be  a  business  goal.  That's  why  Unisys 
has  developed  a  powerful  new  in- 
itiative-cusTOMERiZE-enabling  busi- 
ness to  turn  customer  service  into  a 
competitive  advantage. 

Our  experienced  professionals 
will  work  with  you  to  design  an  infor- 
mation strategy  that  fully  extends 
your  capabilities  all  the  way  to  the 
points  of  customer  contact-where 
revenue  is  generated.  With  a 
customerized  information  flow,  you'll 
be  more  strategically  positioned  to 
nurture  customer  relationships,  gen- 
erate new  business  and  achieve  inter- 
nal gains  in  productivity  and  control. 
All  of  which  facilitates  reduced  costs 
and  increased  revenues. 

With  decades  of  experience 
dedicated  to  helping  our  customers 

©1993  Unisys  Corporation. 
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serve  their  customers,  Unisys  is     your  business. 


uniquely  qualified  to  customerize 


UNISYS 

We  make  it  happen. 


Call  us  at  1-800-874-8647,  ext.  10 
for  .your  complimentary  customerize 
Information  Kit.  And  ask  how  we  can 
help  put  you  on  the  same  page  as  your 
customer. 

customerize  services  are  a  service  mark  of  Unisys  Corporation. 


r 


With  all  thy  getting  get  understanding" 

Fact  and  Comment 

\y  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


TAX -CUTTING  FERVOR 


;  flourishing  again,  not  in  Washington,  which  will  be  the 
ist  to  get  the  message,  but  on  the  state  level,  where  a 
;rowing  number  of  governors  and  gubernatorial  candi- 
dates are  recognizing  that  leveling  levies  leads  to  econom- 
:  (and  political)  prosperity.  By  1996  any  serious  presi- 
ential  candidate  will  have  to  be  on  the  tax-reduction 
iandwagon  or  face  no  prospect  of  winning.  This  is 
remendously  bullish  for  the  economy. 

New  Jersey  Governor  Christie  Whitman  led  the  charge 
ist  year  when  she  upset  the  incumbent  by  promising  to  cut 
lie  state's  onerous  income  tax  rates  30%.  She  immediately 
loved  to  make  good  her  promise  after  taking  office;  re- 
actions of  1 5%  have  been  enacted,  although  achieving  the 
nal  15%  may  take  three  more  years  instead  of  her  hoped- 
i>r  two.  Results  are  heartening.  Business  confidence  is  up 
early  two-fold.  This  buoyant  economy  will  create  80,000 
ew  jobs,  including  a  record  number  in  manufacturing. 

In  New  York,  GOP  hopeful  George  Pataki  enormously 
dvanced  his  chances  of  knocking  out  the  bare-knuckled 
iovernor  Cuomo  when  the  Republican  unveiled  his  pro- 
osal  to  whack  the  Empire  State's  top  income  tax  rate  25% 
ver  four  years.  Relief  is  badly  needed:  The  maximum  rate 
)r  a  couple  kicks  in  with  taxable  income  of  just  $26,000. 
Jew  York  residents  are  the  most  heavily  taxed  in  the 
ation.  No  wonder  the  state  has  turned  in  a  miserable  job 
reation  record  since  Cuomo  took  the  helm  12  years  ago. 

In  Maryland  an  unknown  state  legislator,  Ellen  Sauer- 
rey,  won  a  dramatic  upset  in  the  Republican  gubernato- 
al  primary  by  promising  to  enact  Whitman-like  tax 
eductions.  In  Massachusetts  chief  executive  Bill  Weld 
arned  immense  popularity  by  rolling  back  a  proposed 
icome  tax  hike  while  simultaneously  slashing  expendi- 


tures to  balance  a  deficit-plagued  budget. 

Now  even  bolder  proposals  are  being  put  forth,  most 
dramatically  in  Connecticut,  where  Republican  John 
Rowland  is  promising,  if  elected  governor,  to  abolish  the 
state's  income  tax  over  five  years.  He  vows  to  reduce  the 
exaction  by  20%  in  year  one.  The  Nutmeg  State  enacted 
an  income  tax  three  years  ago.  Result:  Its  recession  re- 
covery has  been  sluggish.  Rowland  recognizes  that  lower 
levies  will  make  the  state  a  magnet  again  for  business.  He 
also  has  put  forth  proposals  for  reducing  spending  and 
lightening  the  load  of  burdensome  regulations. 

Arizona  Governor  Fife  Symington,  who  slightly  re- 
duced personal  income  tax  rates  in  his  first  term,  has  made 
a  Rowland-like  promise  to  phase  out  the  tax  in  his  second. 

What  Christie  Whitman  did  on  the  state  level,  New 
Jersey's  Chuck  Haytaian  may  do  in  Washington.  Haytaian 
is  the  only  major  GOP  senatorial  candidate  to  enthusiasti- 
cally embrace  the  essence  of  Representative  Dick  Armey's 
(R-Tex.)  flat  tax  plan.  The  rate  for  individuals  and  business 
will  be  a  lowly  17%.  There  would  be  no  exactions  on  capital 
gains,  dividends,  interest  or  estates.  Because  of  generous 
personal  allowances,  a  family  of  four  wouldn't  be  liable  for 
tax  on  their  first  $36,800  of  income.  Companies  could 
immediately  write  off  all  investments,  including  land. 

Chuck  Haytaian,  who  as  a  state  legislative  leader  cut 
the  sales  tax,  slashed  state  spending  and  was  instrumental 
in  enacting  Governor  Whitman's  income  tax  reductions, 
was  trailing  almost  2-to-l  in  polls  against  the  Democratic 
incumbent.  Since  publicly  embracing  an  Armey-like  flat 
tax,  his  campaign  has  been  generating  enthusiasm,  and  he 
is  poised  to  pull  off  a  Whitman-like  upset. 

If  Haytaian  wins,  flat-tax  fever  will  sweep  the  nation. 


ataki,  Sauerbrey,  Rowland,  Symington  and  Haytaian:  On  the  cutting  edge  of  attacking  toxic  taxation.  They  recognize  what  Washington 
aes  not— lower  rates  spur  prosperity.  Their  victories  would  be  a  tonic  for  a  tepid  economy. 
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TAKING  TAKINGS  SERIOUSLY  AGAIN 


At  long  LAST,  the  Supreme  Court  is  paying  attention  to 
the  Fifth  Amendment's  Takings  Clause,  which  bars  gov- 
ernment from  seizing  private  property  without  fairly 
compensating  owners. 

Since  the  late  1930s  the  American  judiciary  has  increas- 
ingly treated  property  rights  with  the  back  of  its  hand. 
That  may  now  change.  In  what  could  be  a  landmark 
ruling,  the  High  Court  a  few  months  ago  sharply  cur- 
tailed the  ability  of  governments  to  impose  excessive  costs 
on  business  as  a  condition  for  further  development.  In 
this  case,  an  owner  was  told  she  couldn't  expand  her 
electric  and  plumbing  supply  store  unless  she  turned  over 
10%  of  her  land  for  a  green  way  (reserved  for  a  future 
storm  drainage  system)  and  a  bicycle  path.  The  High 
Court  said  that  such  conditions  must  be  directly  related 
to  the  impact  of  the  proposed  expansion.  No  longer  will 
governments  be  able  to  use  applications  to  expand  or  to 
develop  property  as  a  way  to  dump  the  cost  of  desirable 
public  works  like  that  bike  path  onto  the  owners. 

Over  the  years,  governments  have,  in  effect,  taken 
property  or  reduced  its  value  without  justly  compensating 
the  owners.  The  justices  have  said  that  desirable  ends 
don't  justify  unconstitutional  means. 

A  SMALL  STEP  IN  THE 

In  another  ruling,  the  Supreme  Court  has  decreed 
that  states  cannot  prevent  judges  from  reducing  puni- 
tive damage  awards.  In  doing  so,  the  justices  indicate  a 
welcome  awareness  that  excessive  awards  are  indeed  a 
form  of  state-imposed  punishment,  that  they  must  be 
based  on  objective  standards.  Just  as  important,  the 
ruling  recognizes  the  danger  of  permitting  juries  to 


The  Court's  rediscovery  of  property  rights  comes  not  i 
moment  too  soon.  The  Clinton  Administration  has  em] 
barked  on  a  regulatory  reign  of  terror  that  makes  \ 
mockery  of  due  process,  as  it  de  facto  seizes  control  o 
privately  owned  land  in  the  name  of  preserving  "wet 
lands."  Its  definition  of  wetlands  is  so  expansive  ancj 
elastic  that  a  suburban  lawn  would  qualify  after  a  rainfall 

The  Supreme  Court  may  now  examine  cases  involving 
rent  control  and  zoning  laws,  where  local  governments, 
in  the  name  of  the  "public  good,"  have  sharply  reduced 
the  value  and  use  of  people's  property  without  ami 
offsetting  compensation.  It  will  also  certainly  get  cases 
prompted  by  the  Clintons'  jack-boot  regulatory  practices.) 

The  trauma  of  the  Great  Depression  led  many  lega 
scholars  to  conclude  that  property  rights  were  at  cross) 
purposes  with  the  public  good.  They  equated  these  rights 
with  individual  selfishness  that  stood  in  the  way  of  pros 
perity  and  social  justice.  The  Supreme  Court  is  rediscov 
ering  what  our  Founding  Fathers  already  knew — that  the 
public  good  is  best  served  by  protecting  individuals  from 
the  arbitrary  power  of  the  state.  If  the  state  can  take  what 
you  own  in  a  cavalier  fashion,  why  can't  it  treat  your 
liberty  and  life  in  the  same  manner? 

RIGHT  DIRECTION . . . 

calculate  punitive  payouts  based  on  the  wealth  of  the 
defendant. 

Until  this  decision,  the  High  Court  had  turned  a  blind 
eye  to  the  fundamental  illegality  of  excessive  punitive 
damages  payments,  which  violate  both  the  Eighth 
Amendment's  prohibition  against  excessive  fines  and  the 
Fourteenth  Amendment's  due  process  clause. 


. . .  AND  A  BIG  ONE  IN  THE  WRONG  DIRECTION 


Hkre'S  A  DECISION  that  defies  constitutional  logic  as  well 
as  common  sense:  The  Supreme  Court  declared  that  the 
government  can  impose  taxes  retroactively,  almost  with- 
out limit.  Traditionally,  Congress  could  make  a  levy 
effective  back  to  the  day  that  the  legislation  was  proposed 
since,  theoretically,  the  public  was  notified  that  a  change 
might  be  in  the  offing.  In  the  words  of  Justice  Antonin 
Scalia,  the  High  Court  "guarantees  that  all  retroactive 

HOW  RONALD  REAGAN 

Victory — by  Peter  Schweizer  (Atlantic  Monthly  Press, 
$22).  Well-told  tale  of  how  the  Reagan  Administration 
pursued  policies  that  so  strained  the  Soviet 
Union  that  it  and  its  East  European  empire 
imploded  between  1989  and  1991.  Reagan's 
hard,  anti-Soviet  line  was  violently  criticized  by 
liberal  Democrats  and  others.  When  we  won  the 
Cold  War,  these  critics  said  the  Kremlin  collapse 
was  inevitable  and  that  Gorbachev  deserved  the 
credit  for  the  demolition.  As  the  book  makes 
clear,  it  was  actions  by  Ronald  Reagan  that 
exacerbated  Soviet  structural  shortcomings  to 
the  breaking  point.  The  late,  much-maligned 
CIA  Director  William  Casey  played  a  critically 
prominent  role.  So,  by  the  way,  did  the  policies  of  Forbes 
Chairman  and  then-Defense  Secretary  Caspar  Weinberger. 


tax  laws  will  henceforth  be  valid."  By  this  warped  reason- 
ing, the  Clinton  Administration  would  be  within  its) 
constitutional  rights  to  enact  a  tax  increase  going  back  to  | 
the  1981  Reagan  tax  cuts. 

The  justices  have  stated  that  property  rights  cannot  be 
ridden  roughshod  over  by  governments.  Yet  the  right  not 
to  lose  your  money  because  of  arbitrary  backdating  of  the 
tax  laws  is  not  protected  by  the  Constitution.  Figure  it  out. 

WON  THE  COLD  WAR 

The  Administration  severely  stressed  the  Soviets  by 
successfully  disrupting  the  smooth  flow  of  Western  tech- 
nology to  Moscow;  by  effectively  aiding  the 
Afghan  guerrillas  on  a  substantial  scale;  by 
assisting  Poland's  Solidarity  when  it  was  on  the 
ropes;  by  persuading  the  Saudis  to  collapse  oil 
prices  in  1986,  thereby  slashing  the  Soviets' hard 
currency  earnings;  and  by  the  President's  single- 
minded  pursuit  of  his  still  ridiculed  Strategic 
Defense  Initiative.  What  a  contrast  these  actions 
were  to  the  torpor,  the  passivity  of  the  Carter 
Administration.  The  book  lays  to  rest  the  legend 
that  Reagan  simply  read  other  people's  scripts. 
Reagan  "wrote"  the  anti-Soviet  scripts  in  fact 
and  in  spirit.  This  book  gives  credit  where  credit  is  overdue 
for  the  seminal  international  event  since  World  War  II.  H 


26 


Forbes  ■  October  24,  1994 


©  1992  Coach 


AN  AMERICAN  LEGACY 


Clint  Clemens  lives  in  Rhode  Island  and  is  a  director  of  television  commercials.  He's  seen  here  with  his  Coach  Metropolitan  Brief  Bag,  No.  5180,  $336. 
To  order,  or  for  a  complimentary  catalog,  call  800  262-241  1.  Also  available  at  Coach  stores,  select  department  and  specialty  stores. 


Based  on  cities  served  by  Delta  and  the  Delta  Connection®  Delta  Connection  flights  operate  with  Delta  flight  numbers  3000-5999  and  7000-7999.  ©  1994  Delta  Air  Lines,  Inc. 


inguage  Of  Business 
ire  You  Don't  Mss  AWord 


They  speak  it  in  England,  France  and 
Germany.  It  sounds  the  same  in  the 
U.S.,  Hong  Kong  and  Tokyo.  Its  the 
international  language  of  business. 
And  at  Delta  Air  Lines,  we  under- 
stand how  important  it  is  for  you  to 
be  a  part  of  the  conversation.  That's 
why  we  offer  you  a  schedule  with 
more  than  4,900  flights  every  day  to 
over  300  cities  in  32  countries  around 
the  world.  And  along  the  way,  we'll 
provide  a  level  of  personal  and  atten- 
tive service  so  extraordinary,  you  won't 
have  to  say  a  word  to  be  understood. 
So  join  us  on  your  next  business  trip. 
We  think  you'll  love  the  way  we  fly. 
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 You'll  Love  The  Way  We  Fly-  


Other  Comments 


Always  an  Outside  Chance 

In  its  elevation  of  candidates,  the 
popular  opinion  frequently  goes  out- 
side of  [traditional]  political  elites. 
The  unspoken  assumption  seems  to 
be:  If  this  is  the  best  the  politicians 
can  do,  let's  try  someone  from  out- 
side politics. 

Andrew  Jackson  was  a  clear,  popu- 
lar alternative  to  the  inbred  political 
elites.  Grover  Cleveland,  a  local  Buf- 
falo lawyer,  had  never  held  office  be- 
fore 1881  but  was  catapulted  to  the 
presidency  on  his  anticorruption 
platform  in  1884.  Woodrow  Wilson, 
a  college  president,  had  never  run  for 
office  until  1910,  but  in  1912  was 
elected  President  as  the  embodiment 
of  Progressive  politics. 
-Jeffrey  Bell,  Populism  and  Elitism: 
Politics  in  the  Age  of  Equality 

Monkey  on  Your  Back 

You  might  think  that  you  have  paid 
your  taxes  for  1993  and  prior  years, 
but  after  [the  Supreme  Court's  June 
13,  1994  retroactive  tax]  ruling, 
whether  you  have  or  not  is  entirely  up 
to  the  goodwill  of  the  Congress. 

This  means  that  Mr.  Clinton  and  the 
Democratic  Congress  can  roll  back 
the  "decade  of  greed"  with  an  in- 
come tax  increase  retroactive  to  198 1 . 

Those  who  look  to  the  Supreme 


Court  to  protect  constitutional  rights 
look  in  vain.  The  only  way  we  can 
protect  ourselves  from  dispossession 
is  to  carefully  monitor  the  legislative 
actions  of  those  we  elect. 
-Paul  Craig  Roberts, 
Washington  Times 

How  to  Be  a  Starving  Artist 

Edwin  Landseer  was  the  greatest  ani- 
mal painter  that  ever  lived.  I  once 
heard  him  [say],  "If  people  only 
knew  as  much  about  painting  as  I  do, 
they  would  never  buy  my  pictures." 
-W.P.  Frith,  My  Autobiography  and 
Reminiscences,  quoted  in  Hodge- 
podge by  J.  Bryan  III 

Fault  the  Fed 

Presidents  tend  to  be  held  responsi- 
ble by  the  electorate  for  the  state  of 
the  economy  on  their  watch.  Because 
a  very  large  sphere  of  economic  pol- 
icy— monetary  policy — is  completely 
outside  their  control,  Presidents  are 
often  blamed  by  voters  for  economic 
conditions  which  really  resulted  from 
Federal  Reserve  policy. 

It  would  probably  be  better  for 
people  to  reduce  their  expectations  of 
what  a  President  can  and  cannot  do  to 
control  the  economy.  However,  short 
of  that  unlikely  event,  it  would  seem 
reasonable  to  give  the  President  a  bit 
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more  power  to  influence  moneta 
policy.  [One  way]  would  be  to  gi 
the  Treasury  Secretary  a  seat  on  tj 
Federal  Reserve  Board.  Up  until  19; 
this  was  the  case.  Although  the  Seer 
tary  did  not  vote  on  monetary  polic 
he  was  in  a  much  stronger  position 
influence  policy  and  at  least  was  awa 
of  what  the  Fed  was  doing  and  why 
-Bruce  Bartlett,  senior  fellow, 
Alexis  de  Tocqueville  Institution 


You  can't  maintain  a  civilizatior 
with  12-year-olds  having  ba 
bies,  15-year-olds  killing  eacl 
other  and  18 -year-olds  gettin: 
diplomas  they  can't  read.  Tht 
welfare  state  has  failed  because  il 
subjects  [people]  to  rules  thai 
are  anti-family,  anti-work,  anti 
property  and  anti-opportunity, 
The  challenge  of  our  generation 
is  to  replace  the  welfare  state. 
-Representative  Newt  Gingric 
(R-Ga.),  Wall  Street  Journal 


Tough  Talk 


v 
f 


It  was  Ronald  Reagan's  turn  q 
scold  Mikhail  Gorbachev.  In  word 
more  harsh  than  a  President  had 
ever  spoken  to  a  Soviet  General  Sec! 
retary,  Reagan  launched  salvo  afte: 
salvo  at  Gorbachev  concerning  Af 
ghanistan.  Moscow  was  practicing 
genocide,  said  Reagan.  The  childrel 
of  a  poor,  nonthreatening  countr 
were  suffering  because  of  booby 
trapped  toys  Soviet  aircraft  wer« 
dropping.  Elsewhere — Poland,  Nica 
ragua,  Angola — the  Soviet  Unior 
was  fighting  national  groups  thai 
simply  wanted  their  freedom.  Are 
you  still  trying  to  take  over  tht 
world?  he  boldly  asked  a  visibly  up 
set  Gorbachev. 
-Peter  Schweizer,  Victory 

Police  Brutality? 

Police  dogs  in  London  are  to  be 
fertilised  by  artificial  insemination 
They  are  too  busy  working  to  be 
allowed  time  off  for  mating. 

-The  Economist 
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The  complete  recipe 
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Emery  Worldwide,  a  CF  Company 
Our  global  airfreight  company. 


To  start,  pack  several  tons  of  seafood  lightly  in  ice.  Place  carefully 
in  the  planes  of  Emery  Worldwide.  Garnish  with  strict  quality-control 
and  split-second  timing.  Now  express  immediately  by  air  to  hundreds 
||  of  wholesalers  and  restaurants.  That's  not  only  a  recipe  for  fresh 
fish.  It's  a  complete  recipe  for  success. 

At  Emery  Worldwide,  providing  unique  solutions  to  unique 
shipping  needs  is  what  we  do  best.  We  offer  Customer-ization:  the 
flexibility  to  adapt  to  each  customer's  product  and  freight  pattern, 
whether  you  ship  fresh  turbot  or  heavy  turbines,  across  the  country 
or  around  the  world.  That  makes  us  an  important  ingredient  in  your 
competitive  strategy 
And  as  a  Consolidated  Freightways  Company,  we  can  help  you  operate  more 
efficiently  with  the  most  complete  range  of  services  in  the  industry.  Backed  by 
unparalleled  shipping  management  systems,  and  a  responsive  team  of  professionals 
dedicated  not  only  to  your  satisfaction,  but  to  that  of  your  customers  as  well. 

So  if  you'd  like  to  taste  success  when  you  face  a  freight  transportation  challenge, 
call  Emery  Worldwide.  1-800  HI  EMERY.  We'll  create  a  special  recipe  just  for  you. 


The  world  must  see  this  as  a  very  carefully  measured  step. 


There  is  no  precedent  for  this. 

You're  embarking  on  a  strategic  merger  that  will 
not  only  transform  and  strengthen  your  company  it  will 
revolutionize  your  industry. 

But  when  you  began,  you  had  no  easy  way  to  put 
a  value  on  this  new  entity.  You  needed  a  way  to  prove  to 


yourself,  and  to  the  world,  that  this  could  succeed. 

That's  why  you  called  in  a  firm  that  was  nd  » 
stranger  to  some  of  today's  most  challenging  mergers  fc 
One  that  knew  your  industry  —  cold. 

Their  advisory  specialists  immediately  set  aboi  n 
analyzing  the  situation  and  calling  on  professionals  froi 
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fferent  disciplines  and  offices  around  the  world.  They 
Drked  with  industry  specialists  to  project  the  size  and 
ape  of  the  new  company.  They  worked  with  fixed 
:ome  and  equity  capital  markets  experts  to  weigh  the 
•tential  reactions  of  bondholders  and  shareholders. 
Every  variable  was  considered.  New  technology. 


Regulation.  World  events.  Even  your  competitors'  most 
likely  moves  —  and  your  countermoves. 

You're  now  confident  this  merger  will  work, 
because  you  know  how  it  will  work. 

And  you're  ready  to  show  the  world  a  bold  leap 
into  the  future  that  will  land  on  solid  ground. 


MORGAN  STANLEY 
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Doors  are  opening, 

Opening  to  people  who  want  to  buy  a  home,  but  need  more  information  on  how  to  do  it. 

Opening  to  people  who Ve  had  to  struggle  just  to  get  access  to  mortgage  credit. 
Opening  to  people  whoVe  been  underserved,  in  the  city,  in  the  country,  across  America. 

Opening  to  families  buying  their  first  homes. 
Were  committing  a  trillion  dollars  to  help  finance  over  ten  million  homes, 
lo  help  people  most  in  need.  Were  opening  a  lot  of  doors. 


Showing  America  A  New  Way  Home.® 
For  more  information  about  our  efforts  to  help  people  overcome  the  barriers  to  homcowncrship,  call  1-800-548-9444. 


Commentary 

mi  events  at  home  and  abroad 

By  Caspar  W.  Weinberger,  Chairman 


HOW  TO  MAKE  OUR  DEFENSE-LESSNESS  PERMANENT 


Inhere  ARE  AT  least  25,000  intercontinental  and  interme- 
diate-range nuclear  warheads  in  Russia  and  other  republics 
ftf  the  former  U.S.S.R.  China  has  both  3,100km-  and 
2,100km-range  nuclear  missiles.  North  Korea  has  at  least 
one  100km-to-600km-range  missile.  At  least  eight  other 
:ountries  have  or  are  developing  similar  nuclear  horrors. 

The  U.S.  has  no  defense  against  these  long-  or  inter- 
mediate-range missiles.  We  have  only  the  Patriot,  capable 
□f  providing  a  limited  defense  against  the  short-range  bat- 
tlefield missiles. 

When  the  Clinton  Administration  killed  the  Strategic 
Defense  Initiative  (SDI)  in  1993  and  its  successor,  which 
was  an  attempt  to  get  protection  against  limited  strikes, 
the  President  tried  to  sugarcoat  the  pill.  He  announced 
that,  henceforth,  we  would  concentrate  on  securing  The- 
ater Missile   Defenses  (TMDs),  __  

designed  to  protect  against  slower, 
shorter-range  missile  strikes. 

The  Administration  claims  it  is 
:ommitted  to  acquiring  TMDs,  but 
the  President  has  not  even  taken  the 
essential  first  step  toward  acquiring 
in  effective  defense  against  nuclear 
nissiles:  abandoning  1972's  malign 
\ntiballistic  Missile  (ABM)  Treaty, 
rhis  treaty,  which  we  entered  into  ill- 
idvisedly,  prohibits  deployment  of 
iny  defense  against  strategic  missiles, 
?ut  does  not  define  "strategic." 

We  cannot  rest  our  defenses  on 
the  philosophic  assumption  that  a 
possessor  of  nuclear  weapons  won't  attack  just  because  we 
lave  the  retaliatory  capability  to  destroy  him.  We  contin- 
ae  to  try  to  "clarify"  the  ABM  Treaty  by  defining  "the- 
iter  missiles"  as  those  with  a  slower  than  3km-per-second 
•ate  of  reentry.  With  this  mad  approach  and  under  the 
\BM  Treaty,  we  cannot  attack  missiles  that  reenter  faster 
:han  the  rate  of  3km-per-second,  but,  not  to  worry,  we 
tan  try  to  develop  defenses  against  those  coming  in  at 
dower  than  3km-per-second. 

This  fantastically  dangerous  "clarification"  of  an  already 
iangerous  ABM  Treaty  has  been  proposed  for  sea-based 
nissiles  by  the  Clinton  Administration,  thus  precluding  use 
3r  development  of  a  promising  Navy  system  called  the 
Jpper  Tier.  The  Administration  has  also  agreed  to  limit 


U.S.  Patriot  missiles  warding  off  a  Scud  attack 
over  Tel  Aviv. 


volume,  velocity  and  range  of  air-based  TMDs,  allowing 
none  to  be  carried  in  long-range  bombers.  And,  of  course, 
no  TMDs  can  be  space-based,  although  experts  agree  that 
would  be  the  best,  most  cost-effective  type  of  defense. 

Another  damaging  suggestion  Clintonites  have  made  is 
to  solicit  more  ideas  from  Russia  on  how  defenses  against 
missiles  of  any  range  can  be  rendered  impotent.  This  is  as 
bad  as  suggestions  made  by  President  Reagan's  advisers 
who  opposed  SDI  that  we  negotiate  with  the  U.S.S.R.  as 
to  what  kind  of  SDI  research  the  Soviets  would  permit  us. 

The  Pentagon,  as  recently  as  May  of  this  year,  said  that 
one  of  its  highest  priorities  was  to  have  "wide  area/region- 
al defenses,  particularly  those  with  boost-phase  intercept 
capability."  But  since  May,  State  Department  officials,  oper- 
ating under  the  "give-the-Russians-what-they-want"  phi- 

  losophy  of  Deputy  Secretary  Strobe 

Talbott,  have  adopted  the  crippling 
amendments  mentioned  above. 
These  forces  are  also  trying  to  bring 
more  countries  into  the  ABM  agree- 
ment to,  in  Mr.  Clinton's  words, 
"strengthen  the  ABM  treaty."  If  this 
infamous  treaty  prohibiting  effective 
defenses  against  the  most  dangerous, 
horrible  weapons  ever  invented  is 
"strengthened"  by  admitting  more 
signatories,  it  will  be  virtually  impos- 
sible for  us  to  abandon  it.  Indeed, 
according  to  the  head  of  the  Arms 
Control  Association,  that  is  the  pur- 
pose of  this  Clintonite  proposal. 
Instead  of  mindlessly  guaranteeing  die  permanence  of  our 
defenselessness,  we  can  renounce — and  should  have  long 
ago — the  ABM  Treaty  as  violative  of  U.S.  national  interest. 

What  makes  this  worse  is  that  immediately  after  signing 
the  ABM  Treaty  in  1972,  the  Soviets  set  out  to  violate  it; 
their  successors  are  still  acquiring  missile  defenses.  They  are 
also  preparing  to  sell  their  SS-25  intercontinental  missile  to 
anyone  who  can  buy  it:  Libya,  Iran,  Iraq  or  North  Korea. 

But,  I  suppose  we  should  not  be  too  concerned.  Mr. 
Carter  was  promised  by  the  late  Kim  II  Sung  that  North 
Korea  will  not  acquire  any  nuclear  weapons.  And  we  have 
stopped  efforts  to  impose  sanctions  on  the  basis  of  that 
promise.  Next,  Mr.  Carter  will  undoubtedly  be  given 
promises  by  Iran  and  Iraq — or  anywhere  else  he  travels.  B 
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"Three  hours  over  the 
Pacific.  That's  when 
I  most  appreciate  a 
Gulfstream." 

Dan rll  I'ostnw 

(Jiii'j  P/lol.  The  Aii  Group 

Van  Nuis,  Gblifornia  ' 


Maybe  the  greatest  compliment 
I  can  give  a  Gulfstream  is 
that  I  take  it  for  granted.  Those 
Rolls-Royce  Tay  engines  are  right 
up  there  with  the  sun  and  the 
moon  for  reliability." 

Darrell  Postma  speaks  from 
experience.  33  years  flying.  21  in 
Gulfstreams. 

"You're  impressed  by  the  perfor- 
mance immediately.  But  as  the 
hours  pile  up,  you  start  to  be  even 
more  impressed  by  how  reliable 
these  planes  are." 

For  35  years,  Gulfstream  has  con- 
centrated on  one  thing:  building 
the  finest,  most  reliable  business 
aircraft  in  the  world.  We've 
received  a  lot  of  compliments. 
None  makes  us  prouder  than 
being  called  "a  pilot's  airplane." 

Contact:  Bill  Boisture,  Executive  VP 
(912)  965-5555  Fax  (912)  965-3084 
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Wringing  hands  over 

The  U.S.  economy  is  once  again  shifting 
gears.  Consumer  spending  has  slowed — higher 
interest  rates  have  begun  to  have  an  effect — 
but  U.S.  exports  are  surging.  Overall  growth 
will  remain  fairly  strong  well  into  next  year. 

Housing  starts  in  single-family  homes  have 
already  dropped,  as  the  rate  for  a  30-year  fixed 
mortgage  has  risen  from  a  low  of  6.75%  a  year 
ago  to  8.8%  now.  Softness  in  housing  will  have  a 
contractionary  multiplier  effect  on  appliances, 
furniture,  carpeting  and  many  other  consumer 
durables. 

One  remaining  bright  spot:  the  auto  in- 
dustry, set  to  produce  15.5  million  cars  and 
trucks  this  year,  and  more  than  16  million 
next  (see  story,  p.  47).  But  the  car  industry  is  the 
exception  that  proves  the  consumer-slow- 
down rule,  thanks  to  a  combination  of  pent-up 
demand  for  utility  vehicles,  pickups  and 
minivans,  which  have  been  in  short  supply, 
and  low-cost  lease  deals. 

Looking  ahead,  the  brightest  economic 
news  will  come  from  foreign  trade.  U.S.  mer- 


good  news 

chandise  goods  exports  will  grow  by  at  least 
8%  to  9%  (in  money  terms)  this  year  and  next, 
predicts  the  National  Association  of  Manufac- 
turers. "And  that  forecast  could  be  too  conser- 
vative," says  nam  President  Jerry  Jasinowksi. 
The  reasons:  a  continued  cheap  dollar,  strong 
recovery  in  Europe  and  growth  in  Latin  Amer- 
ica (Nafta  is  already  boosting  exports  to  Mexi- 
co). The  recent  trade  deal  with  Japan  also 
averted  a  possible  trade  war. 

The  nam's  Jasinowski  also  predicts  that  the 
trade  account  will  show  marked  improvement  in 
1995 — because  of  export  growth,  but  also 
because  reduced  consumer  demand  will  slow 
the  growth  of  imports.  Jasinowski  thinks  the 
U.S.  total  net  trade  deficit  will  swing  from  an 
expected  $106  billion  this  year  to  $82  billion 
in  1995 — assuming,  of  course,  that  Congress 
ratifies  the  gatt  treaty  after  the  November 
election. 

Implications  of  nam's  forecast:  Rising  ex- 
ports will  sustain  economic  growth  of  at  least  3% 
in  real  terms. 


Watch  out  for  cold  showers  ahead 


Paradoxically,  the  beneficial  impact  on  eco- 
nomic growth  of  rising  exports  could  convince 
the  Federal  Reserve  to  throw  more  cold  water 
on  the  economy. 

The  Fed  is  concerned  that  the  financial  mar- 
kets will  worry  that  more  growth  will  push  up 
commodity  prices;  will  push  unemployment 
down  toward  5.7%,  the  so-called  natural  rate, 
falling  below  which  is  widely  held  to  mark  the 
onset  of  rising  inflation;  and  will  push  industrial 
capacity  up  to  a  point  where  even  aggressive 
price  increases  will  stick. 

Forbes  has  argued  before  in  this  space  that 
increased  competition,  at  home  and  abroad, 
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Will  the  Fed  kill  this  golden  goose? 

Real  net  nonresidential  capital  stock  (percent  annual  increase) 
6% 


70  75 

Source:  Eaton  Corp. 
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means  higher  capacity  utilization  rates  need 
not  be  feared.  Nor  does  rising  employment  nec- 
essarily lead  to  inflationary  pay  deals. 

Perhaps  the  most  important  reason  not  to 
fear  inflation  is  the  capital  spending  boom  under 
way  in  the  U.S.  The  result  is  a  dramatic  up- 
surge in  productivity,  most  clearly  seen  in  manu- 
facturing but  also  appearing  in  services.  High- 
er productivity  helps  explain  why,  despite  rising 
employment,  U.S.  unit  labor  costs  are  not 
rising  at  all. 

Eaton  Corp.'s  vice  president  for  planning, 
Adrian  T.  Dillon,  argues  that  in  worrying  about 
inflationary  expectations,  the  Fed  may  be  about 
to  miss  the  key  point  that  this  year  America's 
nonresidential  capital  stock  will  grow  at  its  fast- 
est rate  since  1979  (see  chart).  Most  of  the  spend- 
ing will  go  to  computers,  software  and  other 
productivity-enhancing  equipment.  Surveys  of 
business'  capital  spending  intentions,  showing 
8%  to  10%  annual  increases  in  real  terms,  suggest 
capacity  will  grow  faster  in  the  coming  years 
than  at  any  time  since  the  1960s — "especially  in 
sectors  like  steel,  autos  and  chemicals,  where 
capacity  is  tightest,"  says  Dillon. 

But  as  long  as  good  economic  news  sets  off 
alarms  among  Washington's  inflation  watchers, 
it's  best  to  prepare  for  a  cold  shower.  "A  dan- 
ger," says  Dillon,  "is  that  the  Fed  may  once 
again  kill  this  goose  that  is  already  laying  gold- 
en eggs."  wm 
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BY  SHLOMO  2.  REIFMAN 


The 
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Forbes  Index  (1967=100) 

Current  266. 9*t 

Previous  264.71 
Percent  change  0.8% 


Preliminary  TRevised 


Durable  goods  orders  increased  a  robust  6%  in  August 
but  Irwin  Kellner,  chief  economist  at  Chemical  Bank 
thinks  that  recent  soundings  from  the  consumer  sector 
have  bearish  implications  for  the  economy.  For  example 
Kellner  notes  that  consumer  confidence  declined  for  the 
third  consecutive  month  in  September  and  that  real  earn 
ings  fell  0.8%  in  August,  which  puts  this  figure  below  its] 
January  1993  level.  "As  businesses  discover  their  invento 
ries  rising,"  warns  Kellner,  "they  will  put  on  the  brakes 
and  the  economy  will  slow  dramatically." 


Other  key  rates 

Source 

Status 

Prime  rate 

Chase  Manhattan  Bank 

7.75% 

Auto  sales  year  to  date  vs  1993' 

Ward's  Automotive 

6.6% 

Index  of  leading  indicators  Aug  vs.  July 

Dept  of  Commerce 

0.6% 

Trade  balance2 12  months  ended  luly  1994 

Dept  of  Commerce 

-$97  bi 

All-commodity  producer  price  index1  Aug  vs  July 

Dept  of  Labor 

0.5% 

GDP  2nd  quarter  vs.  1st — annualized  growth 

Dept  of  Commerce 

4.1% 

M2*  (3-month  change) — annualized  growth 

Federal  Reserve 

0.6% 

'80 


'82 


'84 


'86 


'90  '92 


'94 


'  U.S. -based  manufacturers,  excludes  imports,  as  of  8/31/94. 2Total  goods  and  services.  Wholesale  goods 
1  Includes  M 1  (public  currency  and  checking  deposits)  plus  savings  accounts  and  money  market  funds 


Index  components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  8  equally  weighted  elements:  The  cost  of 
services  relative  to  all  consumer  prices,  the  level  of  new 
orders  for  durable  goods  compared  with  manufacturers' 
inventories,  total  industrial  production,  new  housing 
starts,  personal  income,  new  claims  for  unemployment 
compensation,  total  retail  sales,  total  consumer 
installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  in  these  charts. 


Services    •  Total  index 


Consumer  price  indexes  (1982-84  average=100) 
all  urban  consumers,  unadjusted  (Dept  of  Labor) 


Inventories     •   New  orders 
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Manufacturers'  new  orders  and  inventories 

($billions),  seasonally  adjusted  (Dept  of  Commerce) 
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Industrial  production  index  (1987=100), 
seasonally  adjusted  (Federal  Reserve) 
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New  unemployment  claims  average  for  month 
(thousands),  seasonally  adjusted  (Dept  of  Labor) 
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New  housing  starts  (thousands)  privately  owned, 
unadjusted  (Dept  of  Commerce) 
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Retail  sales  ($biilions). 

seasonally  adjusted  (Dept  of  Commerce) 
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Personal  income  ($billions)  wage  and  salary 
disbursements,  seasonally  adjusted  (Dept  of  Commerce) 


860 


820 


780 


740 

Consumer  installment  credit  ($bilhons)  total, 
seasonally  adjusted  (Federal  Reserve) 
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Jim  Walsh 
found  a  dozen  phone  messages 
and  two  faxes  on  his  desk  when 
he  walked  in  this  morning. 

This  is  what  got  his 
attention  first. 
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tter  delivered  on  Crane  invariably  receives  priority  status.  Indeed,  nothing  stands  out  quite  so  impressively  from  the  barrage  of 
ness  communications  confronting  today's  executive.  Since  1801,  we've  made  Crane  papers  only  from  100%  cotton.  Hence,  their 
uely  crisp  hand  and  flawless  finish.  Crane  business  papers  are  available  at  select  distributors,  engravers  and  printers.  For  a  sampling 
orporate  letterheads  on  Crane  papers,  please  contact  Mr.  James  Alexander,  Crane  Sc  Co.,  Inc.,  Dalton,  MA  01226. 
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FORT  IS  IS  HERE  TO  PROTE0 


In  a  rapidly  changing  world,  you  and  the  people  you  love  need  solid  financial  answer\ 

That's  the  strength  of  Fortis  —  a  worldwide  financial  services  organization  $100  billior\  $ 

strong.  Built  on  a  foundation  of  solid  answers  for  over  165  years,  Fortis  stands  for  powerfu\  * 

choices  when  you  need  health  insurance  with  today  and  tomorrow  in  mind.  Life  insurance  H 


VERYONE  IN  YOUR  CASTLE. 


that  can  help  you  live  a  better  life.  Employee  benefit  plans  that  can  even  benefit  the 
employer.  Mutual  funds  carefully  managed  to  help  meet  your  investment  objectives.  And 
annuities  to  help  your  golden  years  shine  brighter.  Solid  answers  for  everyone  in  your  castle. 
From  Fortis.  A  name  you  can  trust  around  the  world... and  right  in  your  own  backyard. 
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SOLID  ANSWERS  FOR  A  CHANGING  WORLD* 

For  more  information,  call  your  independent  agent, 
broker  or  financial  consultant,  or  call 1-800-377-7282 . 
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As  a  takeover  artist  and  stock  market  player, 

Sam  Heyman  is  a  genius. 

As  a  chemicals  executive,  he  is  a  disaster. 

The  rise  and  fall 
of  Sam  Heyman 


By  Zina  Moukheiber 

Samuel  Heyman,  a  wealthy  55-year- 
old  Manhattan  lawyer  and  real  estate 
developer,  vaulted  onto  The  Forbes 
Four  Hundred  after  he  wrested  con- 
trol of  GAF  Corp. — the  onetime  Gen- 
eral Aniline  &  Film — from  its  man- 
agement in  a  1983  proxy  fight. 

Heyman  used  the  $700  million 
(1983  sales)  specialty  chemicals  and 
roofing  materials  company  to  mount 
raids  on  even  bigger  companies,  in- 
cluding Borg-Warner  and  Union 
Carbide.  The  raids  failed  but  made 
GAF  $450  million  in  stock  market 
profits. 

By  1989  Heyman's  10%  of  gaf, 
which  had  cost  him  around  $20  mil- 
lion, was  worth  $150  million. 

Again  showing  shrewd  timing,  af- 
ter die  1987  stock  market  crash  Sam 
Heyman  took  GAF  private.  He  bought 
out  public  shareholders  at  a  price  that 
was  depressed  from  its  1987  high  but 
still  way  above  what  it  fetched  before 
the  takeover.  The  buyout  was  highly 
leveraged:  Out  of  the  $1.4  billion  he 
paid  for  GAF,  Heyman  put  up  just  $43 
million  in  cash. 

Again  reshuffling  the  deck,  in  1991 
he  did  an  initial  public  offering  of  the 
specialty  chemicals  business  under  the 
name  International  Specialty  Prod- 
ucts. Heyman  kept  full  ownership  of 
GAF  and  its  unglamorous  roofing 
business. 

The  public  got  20%  of  isp  for  some 
$285  million,  and  Heyman  used  all  of 
the  proceeds  to  pay  down  debt.  At 
those  prices  his  remaining  80%  of  ISP 
had  a  market  value  of  more  than  $1 
billion.  With  each  move  Heyman  was 
getting  richer. 
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Sam  Heyman,  chairman  of  GAF  Corp. 
Dealing  with  customers  in  a  heavy-handed  way. 


But  then  he  got  cocky.  The  special- 
ty chemicals  business  was  GAF's  crown 
jewel.  It  made  chemicals  that  kept 
hairdos  in  place,  made  mascara  water- 
proof and  thickened  cough  syrup;  it 
also  made  ceramic  granules  used  in 
roofing  shingles.  Because  the  compa- 
ny had  little  competition  in  these 
niche  products,  its  gross  profit  mar- 


gins were  close  to  50%. 

Heyman  had  pretty  much  left  the 
running  of  the  businesses  to  Heinn 
Tomfohrde,  a  respected  chemical  ex- 
ecutive who  had  spent  35  years  at 
Union  Carbide,  where  he  last  headed 
the  consumer  and  industrial  products 
divisions.  Heyman  recruited  Tom- 
fohrde in  1987. 
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But  around  1991  Heyman  became 
nore  interested  in  the  day-to-day 
hemicals  business.  He  demanded  to 
eview  contracts,  negotiate  with  cus- 
jomers  and  make  operational  deci- 
iions.  He  started  dealing  with  his 
i  iistomers  and  suppliers  the  way  he 
legotiated  his  financial  deals,  bar- 
gaining hard,  pressing  every  advan- 
age,  demanding  top  dollar. 

For  example,  in  1990  he  imposed 
larsh  terms  on  Owens- Corning  Fi- 
>erglas,  a  maker  of  roofing  shingles 
ind  a  big  customer  of  isp's  mineral 
granules.  Heyman  demanded  that  his 
pod  customer  pay  for  a  larger  quan- 
ity  than  Owens- Corning  had  wanted 
o  commit  for.  OCF  gave  in,  but  when 
its  contract  expired  at 
5  the  end  of  1992,  Ow- 
1  ens-Corning  cut  its 
business  with  ISP  by 
more  than  half,  giving 
the  balance  to  3M. 

Meanwhile,  those 
high  margins  in  spe- 
cialty chemicals  were 
attracting  fresh  compe- 
tition. Arco  Chemical 
built  a  plant  to  make 
butanediol,  the  chemi- 
cal used  in  making  the 
specialty  products  ISP 
produced.  The  fact 
that  Arco  was  able  to 
produce  the  raw  mate- 
rial for  butanediol  as 
well,  allowed  it  to  offer 
lower  prices  than  ISP 
charged  for  products 
such  as  solvents. 

Until  1992  Nation- 
al Starch  was  ISP's  only 
major  competitor  in 
hair     care  specialty 
chemicals  in  the  U.S., 
but  that  year  the  Ger- 
man chemical  outfit 
BASF  began  operating 
a  new  plant  in  Louisi- 
ana  to  manufacture 
polyvinyl  pyrrolidone, 
t  specialty  chemical  identical  to  isp's. 
ts  plants  were  more  modern  and 
Tficient  than  ISP's,  which  allowed 
$ASF  to  manufacture  and  deliver 
>roducts  faster — a  crucial  factor  in 
he  market  for  hair  fashions.  Again, 
SP  lost  customers. 

Preoccupied  with  paying  down 
iebt,  Heyman  had  been  keeping 


capital  spending  tight,  with  the  re- 
sult that  these  competitors  had  more 
modern  facilities.  When  new  envi- 
ronmental regulations  last  year 
forced  ISP  to  reduce  the  alcohol  con- 
tent in  chemicals  for  hairsprays,  the 
quality  of  its  product  declined,  but 
Heyman,  determined  to  keep  cash 
flow  strong,  refused  to  cut  prices.  ISP 
lost  customers  to  National  Starch 
and  BASF. 

Other  big  customers  were  de- 
manding price  concessions.  Compa- 
nies such  as  Colgate-Palmolive,  Gil- 
lette and  Procter  &  Gamble,  to  pro- 
tect their  own  margins,  and  now 
having  alternative  sources  of  supply, 
bargained  hard.  International  Spe- 
cialty Products1  gross  margins 
shrank  from  47%  in  1991  to  40% 
last  year. 

Tomfohrde  resigned  in  late  1991, 
fed  up  with  Heyman's  interference. 
To  replace  him,  Heyman  hired 
Thomas  Bohrer,  another  respected 
chemical  industry  executive,  who  had 
headed  several  divisions  at  Hoechst 
Celanese. 

At  Bohrer's  urging,  Heyman 
agreed  to  increase  research  and  devel- 
opment outlays  by  almost  20%,  to 
$21  million,  and  capital  spending  by 
almost  45%,  to  $50  million.  Bohrer 
reorganized  the  business  into  three 
units:  personal  care;  pharmaceutical, 
agricultural  and  beverage;  and  indus- 
trial. He  gave  each  its  own  sales  force, 
shortening  the  lines  of  communica- 
tion between  customers  and  the  pro- 
duction and  research  people.  Bohrer 
got  Heyman  to  move  ahead  with 
plans  for  a  new  plant  in  Belgium  to 
help  protect  isp's  export  markets, 
which  brought  in  almost  half  of 
its  sales. 

But  the  golden  days  of  50%  margins 
were  past.  Between  1991  and  1993, 
operating  income  declined  almost 
47%,  net  profits  declined  from  $51 
million  to  almost  $30  million,  and 
over  the  past  two  years  revenues  de- 
creased 4%,  to  $548  million,  isp  stock 
has  dropped  almost  50%  from  its  of- 
fering price,  to  a  recent  $8  a  share. 

"He  has  sullied  his  reputation," 
says  Robert  Goodof  of  Eaton  Vance 
Management,  whose  Special  Equities 
mutual  fund  had  bought  in  around 
the  IPO  price.  Heyman's  wealth  has 
declined  along  with  his  prestige.  His 
shares  in  ISP  have  fallen  in  value  from 


$1.2  billion  to  $639  million. 

Seeking  a  scapegoat,  Heyman 
fired  Bohrer  in  December  1993, 
bringing  to  at  least  20  the  number  of 
top  executives  Heyman  has  either 
fired  or  lost  since  1991.  They  in- 
clude two  presidents,  two  chief  fi- 
nancial officers,  two  general  coun- 
sels and  several  vice  presidents  in 
charge  of  divisions. 

Sam  Heyman  is  uptight  and  de- 
fensive when  asked  about  all  these 
mishaps.  Executive  turnover?  "It's  a 
very  performance-oriented  environ- 
ment," he  says.  "People  are  not 
expected  to  give  us  any  surprises  in 
terms  of  our  performance."  Did  he 
interfere  excessively?  "The  key  to 
the  success  of  our  company  is  to  have 
very  hands-on  management,"  says 
Heyman. 

And  hands-on  it  is.  At  a  recent 
gathering  in  the  company's  cafete- 
ria, employees  sat,  sweaty-palmed, 
while  Heyman  dressed  them  down 
in  the  tones  of  an  old-time  Marine 
drill  sergeant.  "How  many  of  you 
have  purchased  these  new  staplers?" 
he  demanded,  holding  aloft  a  model 
slightly  more  expensive  than  the 
cheapest. 

"We  thought  we  had  too  many  fax 
and  copy  machines,"  he  says,  reading 
from  his  yellow  pad,  his  text  already 
prepared.  "Don't  interrupt  me,"  he 
blurts  out  when  a  reporter  tries  to  ask 
a  question. 

Heyman  now  personally  approves 
all  travel  arrangements  and  expense 
accounts,  and  he  has  banned  person- 
alized memo  pads.  More  to  the  point, 
he  has  already  laid  off  6%  of  the  total 
work  force,  including  10%  of  salaried 
personnel.  Heyman  has  also  post- 
poned work  on  the  new  plant  in  Bel- 
gium. He  has  replaced  Bohrer  with 
Carl  Eckhardt,  who  has  been  with  GAF 
since  its  pre-Heyman  days,  a  man  who 
is  known  to  be  subservient,  even  obse- 
quious to  Heyman. 

There's  one  bright  spot  in  Hey- 
man's picture.  It's  GAF's  despised 
roofing  business,  which  was  too  mun- 
dane to  take  public.  Since  1991  its 
operating  income  has  increased  at  an 
average  annual  rate  of  19%,  to  $41.5 
million  last  year  on  sales  of  $559 
million.  There  has  been  little  execu- 
tive turnover  at  the  roofing  business. 
But  then,  Sam  Heyman  has  been  pre- 
occupied with  ISP.  H 
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GM's  Jack  Smith  asked  Lou  Hughes  to  come  home 
and  run  domestic  operations.  Hughes  said  no, 
and  with  good  reason.  He  figured  he  had  already 
performed  one  giant  turnaround. 

Meanwhile, 
in  Europe . .  • 


By  Peter  Fuhrman 

In  his  spare  time  Louis  Hughes 
climbs  mountains  in  the  Swiss  Alps, 
which  worries  his  wife.  She's  not  en- 
tirely unhappy  that  he  doesn't  have 
much  time  to  dodge  avalanches  these 
days.  As  head  of  gm's  international 
operations,  the  45 -year-old  Hughes  is 
too  busy  pushing  GM  into  new  territo- 
ries abroad. 

If  he  succeeds,  within  a  decade  he 
will  have  boosted  GM's  automobile 
output  outside  the  U.S.  by  one-third, 
acided  over  a  dollar  per  share  in  annual 
profits  and  established  GM  as  a  domi- 
nant carmaker  across  Asia,  Latin 
America  and  Europe.  This  ought  to 
make  him  a  shoo-in  to  replace  GM 
Chief  Executive  John  E.  (Jack)  Smith 
Jr.  when  Smith,  56,  retires  sometime 
early  in  the  next  century. 

gm's  North  American  operations 
are  still  struggling  with  high  costs — a 
struggle  made  more  difficult  by  re- 
cent union  insistence  that  GM  expand 
output  by  adding  bodies  rather  than 
through  overtime.  GM's  international 
operations  turned  around  years  ago. 
In  1987  GM  Europe  reversed  a  1986 
loss  of  $343  million  and  earned  $1 .26 
billion. 

In  the  years  since,  GM  Europe's 
Vauxhall  and  Opel  lines  have  estab- 
lished themselves  as  the  most  reliable 
and  robust  source  of  profits  in  the  GM 
group,  earning  an  average  $1.5  bil- 
lion a  year.  In  1993,  when  nearly 
every  other  high-volume  European 
automaker  was  in  the  red,  GM  Europe 
made  $605  million  on  revenues  of 
$24  billion.  In  this  year's  first  half 
alone  it  earned  $600  million.  For  the 
last  four  years  running  GM  has  been 


the  most  profitable  car  company  in 
Europe. 

Lou  Hughes  was  there  every  inch  of 
the  way.  He  first  joined  gm's  treasur- 
er's office  in  1973,  straight  out  of 
business  school.  His  first  boss:  Jack 
Smith,  who  later  took  Hughes  with 
him  to  Canada  and  then,  in  1987,  to 
Zurich-based  GM  Europe,  which 
Smith  ran  from  1987  to  mid- 1988. 

When  Jack  Smith  returned  to  the 
U.S.  in  1988,  Hughes  went  to  Riis- 
selsheim  near  Frankfurt  as  president 
of  Adam  Opel  AG,  GM's  main  operat- 
ing subsidiary  in  Europe.  GM  insiders 
figured  Hughes  would  do  a  quick 
two-year  stint  at  Opel  and  then  return 
to  a  big  job  at  GM  in  the  U.S.  But 
Hughes  taught  himself  German  and 
stayed  at  Opel  for  over  three  years, 
introducing  two  smart-looking  small 
cars,  the  Corsa  and  the  Astra,  that 
have  been  smash  showroom  hits.  He 
also  shepherded  development  of 
Opel's  new  top-of-the-line  model, 
the  Omega,  which  is  selling  well  in 
Europe  against  Mercedes  and  BMW. 

In  1992  Hughes  took  over  Jack 
Smith's  old  job  as  the  president  of  GM 
Europe.  He  ripped  costs  out  of  all  of 
GM  Europe's  manufacturing  opera- 
tions, raising  productivity  8%  to  10%  a 
year  for  the  last  four  years.  GM  is  now 
solidly  established  as  the  second-larg- 
est car  company  in  Europe,  trailing 
only  Volkswagen  (see  box,  p.  46). 

Last  year  Jack  Smith  invited 
Hughes  to  come  back  to  the  U.S.  as 
president  of  the  North  American  car 
operation,  the  number  two  slot  in  the 
company  and  the  springboard  to 
Smith's  own  job.  Hughes  declined. 


The  North  American  job  eventuallj 
went  to  purchasing  chief  Richarc 
Wagoner,  another  alumnus  of  gm'< 
treasurer's  office. 

Why  did  Hughes  turn  down  thi< 
glittering  chance?  "I  argued  that  the 
international  job  is  so  complex  it 
makes  no  sense  to  move  people  in  and 
out  of  it  quickly,"  he  says.  But  he  was 
making  a  choice,  too.  Going  home! 
meant  taking  on  yet  another  tremen-i 
dous  turnaround  job  similar  to  wharj 
he  had  already  achieved  in  Europe.) 
Staying  abroad  meant  the  chance  to| 
shine  in  a  different  way:  As  a  grabber! 
of  opportunities  rather  than  as  a  fixer! 
of  problems.   By   staying  abroad,) 
Hughes  will  get  to  handle  the  most 
ambitious  expansion  program  in  GM's 
recent  history. 

"Wc  will  make  cars  in  all  the  major 
markets  of  the  world,  except  Korea, 
which  will  continue  to  keep  foreign 
manufacturers  out,"  predicts  Lou] 
Hughes. 

Last  year  GM's  overseas  sales  were 
one-third  lower  than  its  U.S.  sales  of 
2.9  million  cars.  But,  if  Hughes  hits  all 
his  targets,  GM  could  well  be  selling 
more  cars  outside  the  U.S.  than  inside 
it  within  a  decade.  This  year  alone  GM 
International  appears  on  track  to  earn 
over  $2.5  billion. 

Hughes  is  adding  new  capacity  all 
over  the  place.  Over  the  last  two  years 
GM  has  opened  assembly  plants  to 
produce  Opel  models  in  Hungary, 
Turkey,  Taiwan  and  Indonesia.  Later 
this  fall  Hughes  will  open  an  assembly 
plant  in  Poland,  where  Opel  is  already 
the  bestselling  imported  make.  Next 
to  open  will  be  the  Opel  in  India. 

The  big  volume  growth,  Hughes 
says,  should  come  from  China  and 
Russia.  Last  month  Hughes  was  in 
China,  listening  to  the  bureaucrats 
tell  Western  automakers  they  want 
$16  billion  in  investment  over  the 
next  six  years  for  their  backward  car 
industry.  The  bait:  Only  a  few  foreign 
companies — probably  three — will  be 
allowed  into  the  market,  and  only  if 
they  promise  large  investment,  plus 
big  slices  of  equity  for  the  Chinese 
government  and  adherence  to  very 
high  local  content  targets. 

The  current  betting  among  auto 
industry  folk  is  that  GM,  Toyota  and 
Mitsubishi  will  be  chosen  to  enter 
China.  If  he  gets  the  nod,  Hughes 
wants  to  assemble  his  smallest  Opel 
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Louis  Hughes,  the  boss  of  GM's  international  operations,  with  the  new  Opel  Tigra 

A  grabber  of  opportunities,  Hughes  is  leading  the  biggest  expansion  in  GM's  recent  history. 


model,  the  Corsa,  there  but  in  small- 
ish volumes  at  first,  perhaps  as  few  as 
100,000  a  year.  This  will  reduce,  but 
not  eliminate,  the  risk  that  the  Chi- 
nese will  acquire  GM's  technology, 
capital  and  manufacturing  expertise, 
then  throw  the  foreigners  out  and 
begin  competing  with  them  as  ex- 
porters all  over  the  world — "Do  a 
Korea  on  us,"  as  one  of  Hughes'  top 
deputies  puts  it. 


Building  a  factory  in  a  country, 
Hughes  has  found,  is  the  best  way  to 
build  market  share  there.  In  Hungary, 
for  instance,  GM  opened  an  assembly 
factory  in  1992;  today  Opel  is  the 
bestselling  car  in  that  country. 

Besides  his  plans  for  China  and 
Russia,  Hughes  also  has  set  his  sights 
on  building  Opel  factories  in  Thai- 
land, Malaysia,  Venezuela,  Colombia 
and  Pakistan. 


Hughes  likes  to  start  small.  For 
now  production  levels  in  Poland,  In- 
dia, Taiwan  and  Turkey  are  all  20,000 
cars  a  year,  or  fewer,  assembled  mainly 
from  kits. 

Can  GM  International  make  money 
on  factories  producing  20,000  cars  a 
years?  Hughes  says  yes — so  long  as  he 
doesn't  have  to  tailor  a  different  car 
for  each  market.  The  reason,  he  adds, 
is  that  Opel's  Corsa  and  Astra  are 
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GM 


The  1989  Corsa 


popular  not  only  in  Europe 
but  wherever  GM  builds  or 
exports  them.  Says  Peter 
Hanenberger,  Hughes1 
deputy  in  charge  of  engi- 
neering and  design: 
"We've  been  very  pleasant- 
ly surprised  to  find  a  real 
convergence  in  consumer 
tastes  around  the  world. 
People  in  India  and  Brazil 
want  the  same  things 
in  a  car  as  Germans  and 
British." 

Thus  GM  will  spend  just 
$15  million  to  adapt  the 
Astra  for  India — mainly  a 
matter  of  strengthening  the 
suspension  for  rough  roads 
and  protecting  the  engine 
from  dust. 

In  Latin  America,  a  new 
area  of  responsibility  for 
Hughes,  Brazil  is  GM's  big- 
gest single  market,  and  the 
Opel  Corsa  is  the  hottest 
small  car  in  that  country. 
The  locally  produced  ver- 
sion went  on  sale  there  ear- 
lier this  year  and  is  already 
sold  out  through  the  end  of 
the  year.  Corsa  is  also  the  bestselling 
imported  small  car  in  Mexico.  Next 
year  GM  will  begin  producing 
160,000  Corsas  at  its  Mexican  factory 
in  Ramos  Arizpe. 

In  both  Brazil  and  Mexico,  the 
Corsa  is  badged  as  a  Chevrolet.  This 


The  latest  Corsa  model 

The  hottest-selling  small  car  in  Europe  and  Latin  America 


raises  the  question  of  introducing 
Corsa  and  other  Opel  models  in  this 
country.  In  GM  jargon,  should  Jack 
Smith  "Opelize"  GM's  U.S.  opera- 
tions? Some  senior  GM  people  would 
like  to  sell  U.S.-  or  Mexican-made 
Opels  under  the  Oldsmobile  brand 


name,  seen  as  the  weakest 
of  the  divisions.  Hughes, 
however,  thinks  the  Opel 
Corsa  and  Astra  are  too 
small  for  the  U.S.  market. 

Rather  than  slap  an  Olds 
badge  on  an  Opel,  Hughes 
prefers  a  more  gradual  pro- 
cess of  melding  Opel  into 
GM's  U.S.  business.  He  is 
convinced  that  Europeans 
will  start  buying  lots  of 
pickups,  station  wagons 
and  vans,  and  plans  to  bor- 
row both  designs  and  man- 
ufacturing methods  from 
GM's  U.S.  operation.  Opel 
engineers  are  already  work- 
ing with  their  U.S.  counter- 
parts to  develop  a  van  for 
sale  in  the  U.S.  and  abroad. 
In  1996  the  German-built 
upscale  Opel  Omega  will 
go  on  sale  in  the  U.S.  mar- 
ket as  Cadillac's  entry-level 
model. 

Hughes'  preference  for 
this  more  gradual,  product- 
based  approach  is  typical  of 
of  the  man.  In  the  old  GM 
there  was  an  arrogant  atti- 
tude that  whatever  GM  deigned  to 
offer,  the  public  would  buy. 

"We  are  reformed  sinners," 
Hughes  says  of  the  present  generation 
of  GM  managers.  "We've  learned  to 
look  outside,  to  understand  the  mar- 
ket and  the  competition."  WS 


Wrong 
career  move? 


Normally  calm  and 
cool,  Lou  Hughes  shows 
flashes  of  hot  anger  when 
he  discusses  former  GM 
manager  Ignacio  Lopez, 
now  under  investigation  by 
both  U.S.  and  German 
authorities  for  theft  of  GM 
corporate  documents 
when  he  quit  GM  for  Volks- 
wagen in  1993.  "By  steal- 
ing information  about  our 
cost  structure,  Inaki  stole 


the  core  of  our 
competitiveness,"  blasts 
Hughes.  (Lopez  denies  he 
stole  anything.) 

The  betting  around  GM 
Europe  headquarters  is  that 
Lopez,  who  went  to  work 
for  CM  Europe's  archrival 
Volkswagen,  will  be  in- 
dicted before  the  end  of  the 
year  in  both  countries. 
Maybe,  maybe  not.  But  by 
pushing  the  case,  Hughes 
and  GM  have  already  hurt 
Lopez's  new  employer. 
The  prosecutors  are  keep- 
ing both  Lopez  and  vw 
Chairman  Ferdinand  Piech 
busy.  If  the  matter  does 
go  to  trial,  Lopez  could  be 


kept  out  of  the  office  for 
months  just  when  Piech 
needs  him  most,  vw  is 
coming  off  a  large  loss  last 
year  and  still  has  huge 
problems  to  sort  out,  espe- 
cially in  its  German  man- 
ufacturing operation, 
which  has  around  30,000 
workers  too  many  on  its 
payroll. 

If  Lopez  knows  a  lot 
about  GM,  Lou  Hughes 
knows  something  about 
what  ails  vw,  too.  He 
turned  down  the  job  as 
vw  chairman  in  1992,  be- 
fore it  was  offered  to 
Piech.  Hughes  would  dear- 
ly love  to  topple  vw  as 


Europe's  bestselling  car 
company.  GM  has  been 
gaining  steadily  on  vw  over 
the  last  six  years,  and  its 
Opel  range  (including  cars 
badged  as  Vauxhall  in 
Britain)  now  outsells  the 
vw  brand,  vw  has  kept  its 
number  one  place  in  Eu- 
rope by  including  sales  of 
Audi,  seat  and  Skoda. 

Through  the  first  half 
of  1994  vw's  market  share 
was  at  16.4%,  3.5%  higher 
than  GM's.  But  GM's  sales 
are  growing  much  faster 
than  vw's.  If  that  trend  con- 
tinues, Lopez  may  end  up 
wishing  he'd  stayed  at 
GM.  -P.F.  m 
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GM  is  doing  better  in  the  U.S., 
but  then  again,  who  isn't? 

Detroit's 
rising  tide 


By  Jerry  Flint 

As  well  AS  Detroit  has  done  during 
the  past  year,  next  year  and  the  one 
after  should  be  even  better:  At  least  1 6 
million  cars  and  trucks  of  all  makes 
should  be  sold  in  1995,  up  from  15.5 
million  this  year  (see  chart). 

There  will  be  fewer  shortages  of 
those  high-profit  vehicles.  More  Jeep 
Grand  Cherokees  for  Chrysler  with  a 
third  shift  at  the  Detroit  plant,  more 
of  those  Ram  Club  Cab  models  (the 
little  back  seat),  as  plants  in  Mexico 
and  St.  Louis  crank  up.  More  Explor- 
ers for  Ford  from  new  production  at 
St.  Louis.  General  Motors,  which  is 
still  losing  money  on  passenger  cars  in 
North  America,  will  pump  out  more 
Chevy  Lumina  and  Monte  Carlo  mid- 
size cars,  a  newly  designed  Chevy 
Cavalier  and  its  new  Chevy  Blazer 
utility  vehicles.  There  will  be  new 
models  from  Chrysler  and  Ford  in  the 
$15,000-to-$20,"000  class  that  can 
challenge  Japanese  models  and  win 
market  share  without  SI, 000  rebates. 

Here  are  some  earnings  forecasts 
from  two  of  Wall  Street's  veteran 
auto  analysts: 

GM  will  earn  $10.20  a  share  next 
year,  predicts  Ronald  Glantz,  senior 
vice  president  at  Dean  Witter,  up 
from  $6.90  this  year.  Chrysler  will  go 
to  $  1 1 . 30  a  share  in  1 99 5 ,  from  $9 . 3 5 
a  share  this  year,  says  David  Healy  of 
S.G.  Warburg.  Ford  will  climb  to 
$5.75  a  share  from  $4.30  this  year, 
says  Ron  Glantz.  Both  agree  1996  will 
be  better  yet. 

Contrary  to  these  forecasts,  auto 
stock  prices  have  been  depressed  all 
year.  GM  dropped  from  6IV2  to  a 
recent  45 Vs,  Ford  from  33V2  to  27 Vs 
(split-adjusted)  and  Chrysler  from 
6IV2  to  44.  Based  on  the  estimates 
cited  above,  the  big  three  are  now 


selling  at  an  average  of  seven  times 
estimated  1994  earnings,  and  five 
times  the  1995  forecast. 

Why  the  divergence  between  per 
formance  and  stock  price?  Says 
Glantz:  "Portfolio  managers  became 
convinced  in  the  fourth  quarter  last 
year  that  auto  sales  were  peaking." 
Sales  were  being  held  back,  but  not 
because  consumers  were  putting  away 
their  pocketbooks.  The  problem  was 
shortages  in  several  lines,  especially  in 
sport  utility  vehicles,  pickups  and 
minivans.  The  capacity  additions 
should  take  care  of  that  problem. 

Several  Detroit  products,  including 
GM's  new  Chevy  Cavalier  and  GMC 
utility  vehicles,  will  sell  for  higher 
prices,  as  the  strong  yen  holds  an 


umbrella  over  Detroit's  pricing.  But 
the  Japanese  and  other  foreign  manu- 
facturers here  are  also  rising  on  the 
U.S.  flood  tide.  BMW  will  be  rolling  a 
new  roadster  off  assembly  lines  in 
South  Carolina  next  year.  Toyota  is 
already  assembling  a  $30,000  sedan 
in  Kentucky.  Honda  will  build  a  high- 
el  -priced  model  in  Ohio,  and  it's 
easier  to  make  money  on  a  $30,000 
car  than  on  a  $12,000  car.  In  heavy 
trucks,  Daimler-Benz,  which  owns 
Freightliner,  the  largest  seller,  and 
Volvo,  which  owns  WhiteGMC,  num- 
ber three  in  the  business,  are  both 
chalking  up  big  gains. 

Any  risks?  "Sure  there  are  risks," 
says  Stephen  Girsky,  PaineWebber  se- 
nior auto  analyst.  "The  Japanese  are 
getting  back  in  the  game  again,  and 
getting  a  lot  tougher.  More  of  what 
they  are  building  is  built  here  [in  their 
American  plants]."  Residual  values 
on  Japanese  cars  generally  hold  up 
better  than  on  Detroit's  models, 
meaning  the  Japanese  can  give  lower- 
cost  lease  deals. 

Another  risk,  says  Girsky:  simple 
supply  and  demand.  "This  industry  is 
set  to  add  1 .8  million  units  of  capacity 
in  the  next  two  to  three  years.  Profit 
per  unit  could  level  off."  But  Girsky 
agrees  with  his  Wall  Street  colleagues 
that  1995  and  1996  will  be  golden 
years  for  Detroit's  U.S.  sales.  9B 


Wall  Street  f  

thought  sales  were  f  The  trend  still  is  up 
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Who's  the  man  behind  that  little  ownership 
interest  in  the  giant  Baku  oil  deal? 

The  quietly 
determined 
American 


By  Paul  Klebnikov 


Ramco  Energy  Chairman  Stephen  Remp 
One  of  the  first  Western  oilmen  in  Baku. 


Late  last  month  a  thousand  digni- 
taries, among  them  oil  ministers  and 
the  heads  of  some  of  the  world's 
largest  oil  companies,  gathered  at  the 
opulent  Gulistan  Palace  in  Baku, 
Azerbaijan,  on  the  western  shore  of 


the  Caspian  Sea.  There  they  toasted 
the  signing  of  one  of  recent  history's 
biggest  oil  deals.  A  consortium  of  ten 
oil  companies,  led  by  British  Petro- 
leum and  Amoco,  was  committing 
some  $8  billion  to  develop  three  off- 


shore oilfields  near  Baku.  Based  on 
seismic  studies  and  historical  produc- 
tion, total  reserves  are  estimated  at 
about  4  billion  barrels;  peak  produc 
tion  could  be  as  high  as  700,000 
bbls/day,  plus  substantial  amounts  of 
natural  gas. 

Sitting  at  the  head  table,  smiling 
quietly  into  his  champagne  stem,  was 
a  middle-aged,  somewhat  gaunt 
American.  As  much  as  anyone  in  the 
Gulistan  that  night,  he  had  doggedly 
brought  the  deal  this  far — and  now 
stood  to  become  wealthy  as  a  result. 
"I  was  elated,"  says  Stephen  Remp, 
founder  and  chairman  of  Ramco  En- 
ergy Pic.  "This  was  the  highlight  of 
my  entire  business  career." 

Remp,  47,  was  born  to  the  oil 
business.  His  father  ran  an  oil  services 
company  in  Texas;  both  his  grandfa- 
ther and  his  great-grandfather  were 
drillers  in  California.  "I  spent  most  of 
the  summers  of  my  childhood  with 
Grandpa,"  Remp  recalls.  "He'd  take 
me  to  the  wells  and  teach  me  about 
the  oil  business." 

As  a  young  man  in  the  1970s  Remp 
decided  to  get  a  piece  of  the  North 
Sea  oil  boom  and  so  moved  to  Aber- 
deen, Scotland,  an  oil  town  where  he 
became  a  real  estate  developer.  In 
1977  Remp  started  Ramco  to  provide 
anticorrosion  technology  for  the 
North  Sea's  offshore  rigs.  In  1984  he 
took  the  company  public.  Just  in 
time.  Two  years  later  oil  prices  col- 
lapsed and  the  whole  North  Sea  oil 
industry  sank  into  depression. 

So  Remp  started  to  look  eastward, 
at  the  disintegrating  Soviet  empire. 
Remp  traveled  to  Russia  in  1986, 
hoping  to  provide  services  for  the 
huge  Siberian  oil  producers.  But  Sibe- 
ria was  soon  inundated  by  much  larg- 
er Western  oil  service  companies.  For 
big  profits,  tiny  Ramco  had  to  look 
elsewhere. 

In  1989  Remp  decided  to  go  to 
Azerbaijan.  This  time  he  had  the  terri- 
tory to  himself.  "Everywhere  you 
could  see  the  signs  of  the  great  oil 
boom  of  the  turn  of  the  century,"  he 
recalls.  "The  gorgeous  villas  and  pal- 
aces of  the  old  Baku  millionaires. 
Hundreds  and  hundreds  of  rigs,  all  in 
disrepair.  But  no  Western  presence  at 
all.  It  was  a  time  warp." 

At  the  time  most  Western  oil  ex- 
perts thought  the  Soviets  had  com- 
pletely depleted  Baku's  oilfields.  But 
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THE  MOST  POWERFUL  PART 
OF  A  FALCON  JET 
IS  ONE  SIMPLE  IDEA: 

The  next  business  jet  you  acquire  for  your  company  should  do  everything  well. 


If  it  is  a  Falcon  Jet,  it  will. 

Leaving  narrow  superlatives  and  one-sided  claims 
to  others,  Falcon  Jet  pursues  the  idea  of  meticulously 
balanced  excellence -across  the  board.  Scoring  high  in 
=very  key  category.  Scoring  low  in  none. 

For  example,  a  Falcon  Jet  is  always  fast,  yet  fuel  effi- 
cient. Trim,  yet  spacious.  As  remarkable  for  short-field 
capabilities  as  for  long  cruising  range.  Highly  advanced 
in  design,  yet  gratifyingly  low  in  operating  costs. 


The  result-honed  over  generations  of  leadership  in 
aviation  technology-is  a  more  versatile,  more  productive, 
more  efficient  business  jet.  Translating  over  the  miles 
and  years  to  a  more  satisfying  ownership  experience. 

After  all,  isn't  this  your  idea  of  a  business  jet,  too? 
To  learn  more,  contact  Gene  Rainville,  Senior  Vice 
President  Marketing,  at  201-967-2746. 

^Smr  Falcon  Jet 

Teterboro,  New  Jersey  O7608 


FALCON 

j5(3  The  original  business  trijet-famed 
for  "long-trips/short-trips"  versatility  - 
with  record-breaking  performance  and 
proud  fighter  heritage. 


FALCON 

Q(30B  The  largest  Falcon  offers 
4000  nm  range  and  the  best  cabin  in 
corporate  aviation,  yet  costs  less  to  operate 
than  other  large-cabin  jets. 


^0 


0000000000 


FALCON 

2000  (Shown  above.)  Now  in  flight 
test,  this  remarkable  widebody  twin  will  enter 
service  in  1994,  ?naking  swift  and  comfortable 
transcontinental  flight  an  affordable  reality. 


Ramco 


Romp's  knowledge  of  North  Sea  pro- 
duction and  talks  with  local  engineers 
convinced  him  there  was  still  a  lot  of 
oil  to  be  found  farther  offshore,  in  the 
middle  of  the  Caspian.  Azeri  officials 
agreed  but  knew  they  needed  a  West- 
ern partner  to  exploit  the  acreage. 

Remp  began  a  long  series  of  meet- 
ings with  Azeri  government  ministers 
and  oil  executives,  offering  them  help 
in  procuring  North  Sea  drilling  tech- 
nology. Building  personal  relation- 
ships and  trust  with  the  Azeris  was 
difficult  and  time-consuming.  Says 
Remp:  "They  have  a  deep  fear  of 
being  taken  advantage  of.  You  have 
to  be  there  a  lot.  You  have 
to  convince  them  that  you 
aren't  just  an  intermediary 
or  a  fixer,  but  a  principal, 
committed  to  the  long 
term." 

Dozens  of  meetings  lat- 
er, in  1990,  the  Azeri  gov- 
ernment asked  Remp  to 
represent  it  in  finding  a 
Western  partner  to  develop 
the  fields  in  the  Caspian.  In 
return,  Remp  was  promised 
an  unspecified  equity  stake 
in  the  fields. 

Remp  put  together  as 
much  data  as  he  could  find 
on  the  geology  off  the  Azeri  HHBHB 
coast  and  called  on  his  old 
client  from  the  North  Sea:  British 
Petroleum,  bp,  together  with  the 
state-owned  Norwegian  oil  company 
Statoil,  was  already  working  on  gain- 
ing access  to  the  Caspian  fields,  but 
Remp  had  excellent  political  connec- 
tions in  Baku,  and  the  BP/Statoil 
group  eventually  agreed  to  bring 
Ramco  in  as  a  minor  partner. 

By  early  1992  a  consortium  con- 
sisting of  Amoco,  McDermott  Inter- 
national, Unocal,  bp,  Statoil  and 
Ramco  had  won  exclusive  negotiating 
rights  to  one  of  the  three  fields; 
BP/Statoil  ended  up  with  a  second 
and  Ramco  received  exclusive  rights 
to  a  third. 

Suddenly  little  Ramco  was  playing 
in  the  big  leagues — meaning,  among 
other  things,  big  capital  require 
merits,  maybe  $500  million,  for  its 
share  of  the  development  costs.  Ram- 
co's  shareholder  equity  at  the  time: 
about  $5  million.  "We  had  a  financ- 
ing problem,'"  says  Remp  dryly. 

To  stay  at  the  table,  Remp  ap- 


proached Pennzoil  Co.,  where  an 
acquaintance,  Thomas  Hamilton, 
had  just  been  put  in  charge  of  oil  and 
gas  operations.  Hamilton  was  happy 
to  see  Remp.  "My  mandate  was  to 
build  Pennzoil\s  international  busi- 
ness," says  Hamilton.  "The  Caspian 
is  one  of  the  most  significant  future 
oil  provinces  in  the  world."  Pennzoil 
took  an  82.5%  stake  in  Ramco's  oil- 
field in  return  for  shouldering  devel- 
opment costs. 

Meanwhile,  back  in  Baku,  negotia- 
tions between  the  Azeris  and  the  big 
oil  companies  dragged  on.  In  the 
spring  of  1993  the  Azeri  government 


Baku  oil:  Which  way  to  the  market? 


Novorossisk 


Ceyhan 


Mediterranean  Sea 


The  oil  reserves  off  Baku  are  enormous. 
The  key  question  now:  Who  gets  to  control 
the  pipeline — Turkey  or  Russia? 


asked  the  oil  companies  to  combine 
into  a  single  consortium  to  develop  all 
the  fields.  To  accommodate  the 
growing  pan-Turkic  lobby  in  Azer- 
baijan, the  government  brought  in  a 
new  player:  Turkish  Petroleum. 
(Eventually  the  Saudi  company  Del- 
ta-Nimir  Khazar  came  in,  too, 
through  a  relationship  with  Unocal.) 

But  just  as  new  negotiations  got 
under  way  about  which  company 
would  get  what  stake,  the  president  of 
Azerbaijan  fled  Baku.  He  was  re- 
placed by  Geidar  Aliyev,  an  old-time 
communist  strongman  who  had 
served  as  deputy  chairman  of  the 
Azerbaijan  KGB  and  as  a  member  of 
Leonid  Brezhnev's  politburo.  A  new 
Azeri  chief  negotiator  was  appointed. 

By  October  a  rudimentary  agree- 
ment had  been  hammered  out.  The 
Azeri  negotiators  let  the  consortium 
know  that  the  deal  could  be  clinched 
if  the  Western  oil  companies  were 
willing  to  pay  a  "special  fee"  (read 
bribe)  of  over  $100  million.  The 


Westerners  complained  to  President 
Aliyev,  who  fired  the  Azeri  negotiat- 
ing team.  More  delays.  When  the 
Russians  claimed  the  right  to  be  com- 
pensated for  past  Soviet  investments 
in  Baku,  President  Aliyev  agreed  to 
give  a  10%  stake  in  the  deal  to  Lukoil, 
the  huge,  partly  state-owned  Russian 
oil  company. 

Finally,  last  month,  the  agreement 
was  announced.  The  partners  and 
their  equity  stakes:  Azerbaijan,  20%; 
BP,  17%;  Amoco,  17%;  Lukoil,  10%; 
Pennzoil,  10%;  Unocal,  10%;  Statoil, 
8%;  McDermott  International,  2%; 
Turkish  Petroleum,  2%;  Delta-Nimir, 
2% — and  little  Ramco  En- 
r  ergy,  2%. 

Ramco  probably  won't 
I  be  little  much  longer.  At  a 
\  recent  price  of  £2.15  a 
share  on  the  London  Stock 
Exchange,  Ramco  has  a 
market    capitalization  of 
about  $50  million.  But  as- 
suming the  undeveloped 
Baku  reserves  are  worth  $2 
a  barrel,  Ramco's  stake  in 
the  Baku  deal  is  currently 
worth  nearly  $160  million; 
it  could  be  worth  much 
more  once  the  oil  actually 
starts  flowing  to  market  and 
the  consortium's  geologists 
learn  more  about  the  field. 
Remp    personally    owns    25%  of 
Ramco;  a  group  of  investors  led  by 
Chicago  financier  Sam  Zell  owns  an- 
other 20%. 

There's  a  good  reason  Ramco's 
stock  sells  at  a  steep  discount  from  the 
value  of  its  Baku  oil.  The  deal  still  has 
to  be  ratified  by  the  Azeri  parliament, 
an  unruly  bunch. 

Another  question:  how  to  get  the 
oil  to  market.  The  Russians  want  the 
pipeline  to  run  through  their  territory 
to  the  Black  Sea  for  loading  onto 
tankers  bound  for  the  Mediterranean. 
But  the  Turkish  government  is  grum- 
bling about  the  environmental  dan- 
gers of  too  many  tankers  passing 
through  the  Bosporus  and  Darda- 
nelles'; Turkey  wants  the  oil  to  flow 
through  a  pipeline  across  Turkey  to 
the  Mediterranean.  Meanwhile, 
there's  a  nasty  little  ethnic  war  be- 
tween Azerbaijan  and  Armenia  in  the 
mountains  west  of  Baku. 

Stephen  Remp  is  almost  there,  but 
he  isn't  home  yet. 
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April  1  is  April  Fools'  Day. 
April  15  is  tax  day. 
For  too  many  investors, 
there's  not  much  difference. 


the  proverb  says,  "A  fool  and  his  money  are  soon  parted!'  An  obvious  reference  to  those 
10  make  investment  decisions  without  considering  today's  tax  consequences.  And  precisely 
ly  Morgan  has  created  a  unique,  customized  way  of  managing  assets  to  help  you  reap  higher 
ler-tax  returns.  Using  Morgan's  proven  equity  research  and  a  proprietary  technology,  we 
•ret  out  tax-efficient  trades.  Then  based  on  your  investment  goals  and  tax  profile,  we  build 
;  portfolio  that'll  be  most  continuously  profitable  after  taxes  for  you.  The  tax  man  will  still 
meth.  He  just  won't  taketh  so  much  away.  If  you  have  assets  of  $5  million  or  more,  call 
chard  B.  Jones  at  (213)  489-9339  or  call  George  W.  Rowe  at  ttj  \Mg^-f 
L5)  954-3200,  J.P.  Morgan  California.  Private  Banking  J  "IVIOI 

York,  Wilmington,  Del  ,  Chicago,  Palm  Beach,  Los  Angeles,  San  Francisco,  Brussels,  Frankfurt,  London,  Madrid,  Milan,  Nassau,  Paris,  Geneva,  Hong  Kong,  Singapore,  Tokyo 


gan 


A  sure  sign  of  growing  prosperity  is  increases  in 
garbage.  As  poor  countries  grow  richer,  Waste 
Management  International  is  ready  to  help  them  deal 
with  that  unaccustomed  problem. 

A  jagged  line,  but 
the  direction  is  up 


By  Richard  C.  Morais 


WMI  Chief  Executive  Edwin  Falkman  (right)  and  Chief  Operating  Officer  L.  Michael  Collier 
"Like  excitement?  Just  screw  up  one  more  time." 


When  a  diaper  factory  in  England 
caught  fire  earlier  this  year,  Waste 
Management  International  Pic. 
jumped  at  the  chance  to  dispose  of  the 
damaged  diapers.  They  were  just  what 
it  needed. 

The  56%-owned  international  sub- 
sidiary of  U.S. -based  wmx  Technol- 
ogies, Inc.  had  just  opened  cell  num- 
ber IV  at  Risley,  a  landfill  in  the 
suburbs  of  nearby  Manchester.  At  the 
Risley  site  there  was  a  danger  of  leach- 
ate  from  the  dump  entering  the  local 
water  table,  so  a  clay  base  at  the 
bottom  of  the  landfill  was  carpeted 
with  a  polyethylene  liner  and  then 


again  with  crushed  stones.  Yet  there 
remained  a  remote  possibility  that 
sharp  objects  in  the  first  loads  of 
residential  and  commercial  waste 
might  perforate  the  liner.  The  ruined 
diapers  were  the  solution.  WMI  put 
down  a  cushy  layer  of  diapers  over  the 
protective  membranes  and  then  had  a 
leak-proof  base  for  residential  and 
commercial  waste. 

Operational  know-how  such  as  this 
has  helped  make  wmx  Technologies 
the  largest  and  most  successful  waste 
management  company  in  the  world. 
wmx  created  wmi  to  go  after  business 
abroad  and  in  1992  floated  20%  of  the 


daughter  company  on  the  Londcl 
Stock  Exchange;  in  the  form  of  ADBjl 
wmi  also  trades  on  the  New  Yoi 
Stock  Exchange. 

Waste  Management's  technoloa 
was  just  what  Europe  needed.  In  ju  f 
two  years  wmi's  revenues  jumpel 
55%,  to  $1 .46  billion;  operating  prof 
its  climbed  70%,  to  $245  million.  Y« 
wmi  shares  have  done  poorly.  As  th| 
parent  company  (Forbes,  Aug. 
1993)  ran  into  problems  and  its  stocl 
sank,  wmi  declined  in  tandem  an] 
now  has  a  relatively  low  p/e  (see  chart] 
opposite). 

But  in  the  real  world — as  oppose  I 
to  the  world  of  stocks — the  internal 
tional  company  has  suffered  few  of  th| 
setbacks  that  have  afflicted  the  parenll 
For  one  thing,  the  international  com] 
pany  has  much  more  room  to  grow  inl 
While  wmx  has  almost  7%  of  the  $131 
billion  U.S.  environmental  service! 
market,  wmi  has  just  0.5%  of  th.l 
conservatively  estimated  $230  billioij 
market  outside  of  North  Americal 
There  are  few,  if  any,  players  rid 
enough  and  experienced  enough  tcl 
seriously  challenge  wmi  for  thai 
emerging  market. 

At  the  helm  of  Waste  Management 
International  is  attorney  Edwin  Falk  [ 
man,  a  50-year-old  American  whcj 
joined  parent  WMX  in  1977  and  has" 
worked  exclusively  on  the  interna  l 
tional  side.  He  has  the  unmistakable! 
air  of  an  American  long  residing  ir.l 
London:  eyeglasses  hanging  on  al 
strap  around  his  neck;  water  taps  as  I 
cufflinks;  a  blue  girdle  for  back  sup-l 
port  eccentrically  worn  on  the  outsidel 
of  his  clothes.  Backup  comes  froml 
Chief  Operating  Officer  L.  Michael! 
Collier,  a  down-home  Southerner,!^ 
and  financial  director  Nigel  Wilson,! 
an  MIT-educated  Brit  who  joined  wmi| 
from  Guinness  Peat  Aviation. 

These  three  men  are  cracking  inter- 1 
national  markets  with  the  time -prov- 
en strategy  perfected  by  wmx  technol- 1 
ogies  in  the  U.S. 

Take  Britain,  a  $1.7  billion  market  I 
where  90%  of  the  solid  waste  is  put  in 
landfills  and  where  no  single  private 
company  has  more  than  5%  of  the 
market.  Waste  disposal,  traditionally  a 
municipal  activity,  is  being  privatized: 
All  425  of  Britain's  municipal  hauling 
districts  must  eventually  be  tendered 
for  privatization.  You  can  bet  wmi  will 
be  in  there  bidding,  with  both  cash 
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id  a  firm  sense  of  how  to  proceed. 

The  market  is  waiting  for  it.  British 
;gislation  in  May  1994  closed  almost 
|0%  of  the  existing  landfills.  From  the 
russels  bureaucracy  of  the  European 
Jnion  comes  a  steady  stream  of  regu- 
|itions  jacking  up  the  price  of  treating 
nd  disposing  of  waste. 

In  1991  wmi  joined  forces  with  a 
J.K.  water  company  and  formed 
Vessex  Waste  Management.  The 
pat  venture  paid  $340  million  to  buy 
wo  U.K.  waste  companies  with  assets 
f  just  $120  million.  The  operating 
ompany,  now  called  U.K.  Waste 
/lanagement  Ltd.,  has  since  added  20 
lore  small  outfits  and  will  have  1994 
evenues  of  over  $150  million. 

Any  fool  can  spend  money  buying 
ompanies;  an  ability  to  improve  what 
ou  buy  is  the  hallmark  of  the  smart 
cquirer.  Collier  explains  how  WMI 
hecks  out  potential  acquisitions: 
We  ask  ourselves,  'Can  we  buy  fuel 
lore  competitively  than  they  can? 
ires?  Maintenance?  What  about  dis- 
osal?'  We  go  line  by  line  through  a 
epical  financial  statement  and  see 
/hat  we  can  do  better." 

Weeks  after  last  year's  major  acqui- 
ition,  U.K.  Waste  slashed  overhead 
5  million  by  centralizing  administra- 
on.  It  consolidated  14  depots  into  7 
iperdepots.  The  acquired  90  rear- 
nd  loading  trucks — requiring  three 
workers  and  a  time-consuming  rever- 
il  of  the  truck  to  pick  up  dump- 
ters — have  been  replaced  by  57  two- 
lan,  front-end  loaders.  That  alone 
oubled  profit  margins.  "We  micro- 
lanage  all  cost  elements  of  the  busi- 
ess,"  says  Falkman.  In  an  ivied  man- 
r  in  north  England,  in  manager  Neil 
rarey's  office,  wmi  employees  are  rat- 
ed by  a  note  on  his  wall:  "Like 
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excitement?  Want  to  meet  new  peo- 
ple? Like  a  new  job?  Just  screw  up  one 
more  time." 

At  Risley,  site  manager  John  Rat- 
cliffe  knows  what  that  sign  means. 
Risley's  revenues  are  some  $5.6  mil- 
lion a  year;  operating  costs  are  $3.1 
million.  His  budget,  however,  calls 
for  an  operating  margin  of  48%,  not 
44.6%.  "I  am  beaten  over  the  head  on 
a  monthly  basis,"  he  says.  To  boost 
his  margins  Ratcliffe  is  now  turning 
away  from  nibble  toward  waste  like 
contaminated  soils  that  require  more 
technology  to  handle  but  offer  corre- 


Their  prospects 
differ;  so,  too, 
their  results.  Yet 
the  stocks  of  WMI 
and  parent  WMX 
move  in  tandem 
(above). 

The  wide  gap  be- 
tween their  P/Es 
(below)  is  nutty. 
You  can  justify 
WMI's  being  3 
points  higher 
than  WMX, 
says  Robert 
Miller-Bakewell  of 
NatWest  Securi- 
ties, but  not 
13  below. 
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Id-style  Italian  garbage  truck  (left)  and  customized  side-loader 
abor  costs  were  cut  40%. 


spondingly  better  profit  margins. 

What  wmi  has  done  in  Britain  it  is 
doing  across  a  large  part  of  Europe.  It 
is  well  established  in  Italy,  Sweden 
and  the  Netherlands.  It  entered  Swe- 
den in  1989  through  an  acquisition. 
With  15%  of  the  local  residential  mar- 
ket, wmi  had  Swedish  revenues  last 
year  of  $120  million  and  is  the  market 
leader. 

The  Italian  operations  bring  in 
$470  million  in  revenue — and  plenty 
of  problems.  With  the  political  up- 
heavals in  Italy,  landfill  permitting  has 
slowed.  Getting  trucks  through  an- 
cient, narrow  streets  is  a  particular 
problem  here,  wmi's  Italian  company 
had  to  send  three-wheel  scooters  into 
the  bowels  of  the  cities  then  transfer 
the  contents  into  bigger  trucks  in 
more  open  areas.  "When  we're 
dumping  we  make  money,"  explains 
Collier,  "when  we're  moving,  it's 
costing  us  money."  So  wmi  had  side- 
loading  dump  trucks  built  slim 
enough  to  navigate  Europe's  cobble- 
stone passages.  Eight  of  them  now 
buzz  through  Milan's  inner  city  and 
have  cut  labor  costs  40%. 

Cracking  Germany  has  been  tough. 
wmi  has  less  than  1%  of  the  German 
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EVA  Air,  the  pride  of  the  Evergreen  Grouf 
goes  above  and  beyond  your  standards  a\ 
surpasses  your  expectations. 


In  less  than  three  years,  EVA  Airways  has  built  an  enviable  reputation  for  reliable 
service  and  exciting  innovation  that  matches  our  all-new,  state-of-the-art  fleet  of 
aircraft  and  rapidly  growing  list  of  destinations.  Like  our  home  base,  Taiwan,  and 
the  entire  Pacific  Rim  region,  we're  soaring  into  a  bolder  future. 
The  Wings  of  Taiwan 


For  reservations  please  call  1-800-695-1188  or  contact  your  local  travel  agent. 


Waste  Management  International 


Chief  Financial  Officer  Nigel  Wilson 

Rapid  growth  in  Asia  will  require  new  equity. 


market,  but  it  sees  an  opportunity  in 
Germany's  new  Utopian  environmen- 
tal regulations,  which  mandate  elabo- 
rate recycling  systems.  Established 
German  companies  are  having  trou- 
ble developing  suitable  technology 
and  returns.  Potential  German  part- 
ners are  now  regularly  flying  to  Lon- 
don for  discussions  about  deals  with 
wmi  for  its  priceless  technology'  and 
experience. 

Today  Europe,  tomorrow  Asia. 
wmi's  European  operations  will  ac- 
count for  an  estimated  $1.4  billion  in 


revenues  in  1994,  with  expected  op- 
erating profits  of  $245  million,  wmi, 
analysts  at  NatWest  Securities  esti- 
mate, will  account  for  15%  of  the 
parent's  operating  profits.  But  Asia, 
suddenly  emerging  into  the  consum- 
er world  and  consequently  generating 
garbage,  is  beckoning.  Taiwan,  for 
example,  is  building  23  refuse-to-en- 
ergy plants  in  the  next  several  years, 
with  a  total  construction  value  of  $6 
billion,  wmi  entered  the  country  in 
1993  with  an  acquisition,  and  is  ex- 
pected to  snag  some  of  these  lucrative 


refuse-to-energy  orders. 

In  Hong  Kong,  wmi  built  and  rui 
the  city's  only  hazardous  waste  di 
posal  plant,  plus  a  just  opened  landfil 
"Hong  Kong  has  only  6  million  pec 
pie,  but  in  a  five-year  period  we  wi 
have  generated  $500  million  in  rev< 
nues,"  says  Falkman.  An  Indonesia 
industrial  waste  treatment  center  th; 
just  opened  should  start  pumpin 
cash  next  year. 

Visit  a  poor  village  in  a  Third  Worl 
country.  There  isn't  much  garbage 
everything  gets  used  and  reused.  Bu 
as  soon  as  the  area  begins  to  develo 
economically,  it  begins  to  generat 
huge  amounts  of  waste.  Merrill  Lyncl 
estimates  that  China  spent  0.7%  a 
GDP  on  waste  disposal  in  1991;  tha 
figure  could  reach  $25  billion,  o 
1.5%  of  gdp,  by  2000.  wmi  just  signec 
a  memorandum  of  understanding  tc 
study  building  and  owning  a  waste 
to-energy  plant  in  Guangzhou. 

The  potential  is  out  there.  WM| 
could  possibly  be  a  $6  billion  (reve- 
nue) company  by  the  end  of  the  de 
cade — a  350%  gain  over  this  year.  Wil 
it  be  profitable  growth?  That  remains 
to  be  seen. 

We  interviewed  Collier  in  London 
just  after  he  got  off  the  plane  from  his 
daughter's  wedding  in  Houston.  He 
was  brimming  with  goodwill  toward 
his  fellow  man.  "I'll  tell  you  what  I  tell 
my  relatives,"  he  drawled,  peering 
conspiratorially  over  at  us.  "Buy  the 
stock  and  put  it  in  a  drawer.  It'll  be  a 
jagged  line  going  up,  not  a  straight 
line.  But  the  market  is  there." 
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The  Classic  Shirt  For  The  Classic  Man. 


Many  men  have  been 

Joe     Theismann,     Former     A  I  I  -  P  r  o  quarterback 

known  to  till  a  room  with  their 

for     the     Washington  Redskins. 

presence.  But  a  stadium? 


QossCreek* 

CLASSICS 


©I  l»^4.  Cross  Creek  Apparel  Inc  ,  A  Subsidiary  Of  Russell  Corporation 


Who  pays  the  piper,  calls  the  tune.  Which  is  one  way 
of  explaining  why  trial  lawyers  give  so  much  money 
to  politicians  and  judges. 

America's  third 
political  party? 


By  Leslie  Spencer 

"I  abhor  the  thought  of  any  plain- 
tiffs attorney  who's  not  deeply  in- 
volved in  politics."  Pat  Maloney,  a 
San  Antonio  plaintiffs'  lawyer,  quoted 
in  the  San  Antonio  Express-News, 
Monday,  May  16,  1994. 

A  just-released  study  by  the  Ameri- 
can Tort  Reform  Association  (atra) 
should  sooth  Maloney's  fears.  It  at- 
tempts for  the  first  time  to  quantify 
trial  lawyers'  political  contributions 
on  a  state  level,  where,  despite  their 
heavy  giving  in  national  elections,  it 
has  long  been  assumed  that  most  of 
their  political  dollars  go. 

atra  is  a  Washington,  D.C. -based 
tort-reform  lobby  group,  which  is 
partly  funded  by  insurance  compa- 
nies. Yet  atra's  numbers  show  be- 
yond dispute  that  trial  lawyers  take 
care  of  politicians  who  take  care  of 
them.  ATRA  studied  three  states — Cal- 
ifornia, Texas  and  Alabama.  Between 
January  1990  and  June  1994  plain- 
tiffs' lawyers  contributed  $17.3  mil- 
lion to  legislative,  gubernatorial  and 
state  supreme  court  candidates  in 
those  three  states  alone.  Nearly  all  the 
money — 95% — went  to  Democrats. 

ATRA  estimates  diat  by  Nov.  8  the 
figure  will  be  at  least  $20  million,  and 
in  all  50  states  the  researchers  specu- 
late the  figure  could  easily  reach  $60 
million. 

Let's  put  that  $60  million  in  per- 
spective. Among  the  big  spenders, 
am  -cio  combined  contributions  to 
federal  candidates  from  1983  to  1992 
was  $5.1  million.  Combined  Republi- 
can and  Democratic  National  Com- 
mittee contributions  in  all  50  states 
come  to  just  $10.8  million  and  $12.4 
million  respectively  for  the  period  the 
study  covers. 


There's  no  longer  any  doubt:  A 
relative  handful  of  trial  lawyers — the 
Association  of  Trial  Lawyers  of 
America  has  56,000  members — is 
one  of  the  most  potent  political 
forces  in  the  nation.  "Other  than  the 
education  lobby,  which  is  compara- 
ble, there's  no  one  else  who  comes 
close  in  the  states,"  says  ATRA  Presi- 
dent Sherman  Joyce. 

The  trial  lawyers  are  especially  po- 
tent in  Texas  ($8.7  million)  and  Ala- 
bama ($5.1  million).  Texas  and  Ala- 
bama are  two  of  the  32  states  in  which 
judges  are  elected.  A  startling  38%  of 
the  total  for  those  two  states — $5.3 
million — was  given  to  sitting  supreme 
court  judges  or  candidates.  Some  of 
these  contributions  were  made  while 
the  judges  were  hearing  cases  brought 
by  their  lawyer- benefactors. 

Tracing  these  contributions  wasn't 
easy,  atra  researchers  manually 
checked  tens  of  thousands  of  individ- 
ual contributors  against  the  local  trial 
lawyer  association  membership  lists. 
They  often  found  contributions  made 
by  the  lawyers'  wives  and  other  family 
members,  confirmed  by  crosscheck- 
ing addresses. 

"It  works  as  a  sophisticated  tithing 
scheme,"  says  Joyce,  "even  down  to 
the  file  clerks."  For  his  current  cam- 
paign for  the  Alabama  Supreme 
Court,  Circuit  Court  Judge  Terry 
Butts  received  in  one  day  five  checks 
for  $3,262.49  from  each  of  the  name 
partners  of  Birmingham  law  firm  Pitt- 
man,  Hooks,  Marsh,  Dutton  &  Hol- 
lis.  Andrew  Hollis  is  Alabama's  sec- 
ond-biggest political  giver,  at 
$271,000;  his  partner  Lee  Pittman  is 
immediate  past  president  of  the  Ala- 
bama Trial  Lawyers  Association. 


Beaumont,  Tex. 
plaintiffs'  lawyer 
Walter  Umphrey 
At  $697,000  the 
biggest  political 
giver  in  Texas — 
especially  to 
Governor  Ann 
Richards. 


In  addition  to  lawyers,  at  the  C 
pus  Christi  law  firm  of  Hilliard,  Gr 
&  Munoz,  the  receptionist,  sev« 
secretaries  and  the  filer  each  cougl 
up  $50  for  Chief  Justice  of  the  Te 
Court  of  Appeals  James  Carroll. 

ATRA  found  that  writing  many  sn 
checks  was  only  one  way  the  plainti 
bar  tries  to  obscure  the  industr 
political  spending.  In  Alabama  tl 
transfer  money  many  times  ama 
several  pacs  with  misleading  nan 
like  Tecpac,  Jeffco  pac  and  Childre 
PAC  that  in  fact  handle  mostly  ri| 
lawyer  money.  This  disguises  i 
source  of  contributions  so  that  it 
impossible  to  trace  which  individu 
or  firms  gave  the  money  that  ends 
with  a  candidate. 

At  $697,000,  the  biggest  giver 
the  three  states  studied  is  Beaumoi 
Tex. -based  Walter  Umphrey,  a  pi 
neer  of  asbestos  litigation.  Umph 
ranked  fourth  on  Forbes'  1989  list 
highest-paid  trial  lawyers  in  the  coul 
try,  earning  an  estimated  $27  millio 
for  1987  and  1988.  Texas  Govern! 
Am  Richards  (currently  being  ch; 
lenged  by  George  W.  Bush),  accor 
ing  to  atra,  has  received  $459, 
from  Umphrey  or  his  pac  since  199 
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San  Diego's  William  Lerach  is  the 
ing  of  shareholder  class  action  suits 
Forbes,  Oct.  11,  1993).  He  is  also 
pparently  the  biggest  political  con- 
'ibutor  among  trial  lawyers  in  the 
J.S.  Generating  a  reported  $10  mil- 
on  in  fees  annually,  he  alone  contrib- 
ted  $225,000  to  California  state 


Securities 
class  action 
lawyer 

William  Lerach 
of  San  Diego 
A  Ralph  Nader 
benefactor  and  the 
most  generous 
plaintiffs'  lawyer 
in  the  country, 
he  helps  screen 
federal  judge 
nominations  for 
Senator  Dianne 
Feinstein. 


candidates  over  the  4V2  years  the  atra 
study  covered.  His  state  and  federal 
total,  however,  exceeds  $800,000 
over  the  same  period. 

In  California,  where  many  of  his 
suits  are  brought,  Lerach  helps  screen 
federal  judge  nominations  for  Senator 
Dianne  Feinstein,  to  whom  he  gave 


$79,000.  Last  year  Lerach  was  fined 
$7,100  by  the  Federal  Election  Com- 
mission for  exceeding  campaign  do- 
nation limits. 

Lerach  does  not  restrict  his  largesse 
to  politicians.  In  1992  he  gave  Ralph 
Nader's  flagship  Public  Citizen  Foun- 
dation $5,000.  As  Forbes  has  point- 
ed out  (Sept.  17,  1990),  Nader  has 
been  a  steadfast  ally  of  trial  lawyers 
and  a  useful  opponent  of  tort-reform 
legislation. 

Despite  Nader's  reluctance  to  ad- 
mit how  much  money  he  receives 
from  trial  lawyers,  it  seems  that  wher- 
ever generous  plaintiffs'  lawyers  go, 
Nader  is  not  far  behind.  Birmingham 
trial  lawyer  Lanny  Vines  tops  Alaba- 
ma's list  of  political  givers  at  over 
$322,000,  and  he  hasn't  neglected 
Nader.  He  bid  $10,000  for  Nader's 
culinary  skills  at  the  1992  auction  for 
the  Association  of  Trial  Lawyers  of 
America  for  a  contribution  of  that 
amount  to  the  Nader  affiliate  Trial 
Lawyers  for  Public  Justice  Founda- 
tion. Was  the  dinner  any  good?  "Deli- 
cious," Vines  told  Forbes.  "Joan 
Claybrook  [president  of  Public  Citi- 
zen] did  the  cooking." 

What  do  the  trial  lawyers  get  for 
their  investments  in  politics?  There's 
no  way  to  measure  it,  but  the  fact  is 
that  virtually  all  efforts  to  restrict  run- 
away litigation  have  been  turned 
back,  despite  growing  public  support. 

Last  year  Ted  Taylor,  who  at 
$191,600  ranks  sixth  on  Alabama's 
biggest  givers  list,  handed,  along  with 
his  wife  and  a  partner,  $15,000  to 
sitting  Supreme  Court  Justice  Mark 
Kennedy  while  Taylor's  case  was  be- 
fore the  court.  Kennedv,  who  accept- 
ed a  total  of  $195,000  from  trial 
lawyers  in  1993,  was  not  on  the  ballot 
and  had  no  opponent  at  the  time. 

The  case  alleged  fraudulent  misrep- 
resentation on  the  part  of  an  agent  of 
Northwestern  Mutual  Life  Insurance. 
It  involved  economic  loss  to  the  plain- 
tiff of  only  $8,500,  but  the  court 
affirmed  a  punitive  damage  verdict  of 
$12.9  million.  With  contingent  fees 
running  between  30%  and  40%,  Tay- 
lor and  his  colleagues  may  have  pock- 
eted as  much  as  $5.2  million. 

The  connection  between  the  con- 
tribution and  the  court's  decision 
may  be  merely  coincidental,  but  it 
certainly  has  the  appearance  of  im- 
propriety. B8 
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itis  THE  ROOTS 

OF  A  STRUCTURE 

that  CONTINUE 
TO  PROVIDE 

ITS  STRENGTH  AND 

STABILITY. 


A  DEFINING  PHILOSOPHY.  That  is  what  Judge  Samuel  Putnam  wrote 
in  1830  with  his  Prudent  Man  Rule,  thus  creating  the  guiding  principle  upon 
which  professional  money  management  rests.  And  it  is  a  philosophy  still 
maintained  today  at  Putnam  Investments.  The  opinion  stated  that  one  should 
manage  money  as  if  it  were  one's  own,  providing  clients  and  investors  with  a 
balanced  approach  to  investments,  considering  both  income  as  well  as  protec- 
tion of  capital.  It  is  why  we  have  developed  a  demonstrated  strength  in  both 
equities  and  fixed  income,  and  across  a  broad  range  of  asset  categories.  This 
philosophy,  even  more  relevant  today,  forms  the  roots  of  our  firm.  It  is  what 
has  allowed  Putnam,  and  its  clients  and  investors,  to  grow  and  flourish. 


A  TIME-HONORED  TRADITION  IN  MONEY  MANAGEMENT 


Don  Tyson  thinks  his  big  customers  will  want  to  buy 
their  fish  and  turkey  where  they  buy  their  chicken 
and  pork.  Getting  Tyson  Foods  into  new  markets, 
however,  is  not  going  as  well  as  Tyson  had  hoped. 

Protein  man 


By  Marcia  Berss 

Billionaire  chicken  king  Don  Ty- 
son, of  Springdale,  Ark.,  can't  stay  off 
the  front  page.  First,  his  lawyer  makes 
nearly  $100,000  for  Hillary  Clinton 
in  commodity  trading.  Then  he  brags 
about  contributing  to  Bill  Clinton's 


gubernatorial  campaign  in  return  for 
favors.  Now  the  Justice  Department  is 
investigating  charges  that  Tyson 
bribed  former  Secretary  of  Agricul- 
ture Mike  Espy.  (Tyson  and  Espy 
deny  the  charges.) 


Tyson  Foods  Chairman  Don  Tyson 

"I  made  a  mistake  and  bought  too  high." 


But  Don  Tyson  has  a  bigger  pro 
lem  on  his  plate.  His  strategy  to  e 
pand    $4.7   billion    (sales)  Tyso 
Foods,  Inc.  is  hitting  some  bumps. 

As  he  looks  ahead,  Tyson  figutfi 
that  about  a  third  of  his  food  servic 
firm  customers  (they  account  for  55 
of  Tyson's  sales)  will  want  a  singl 
supplier  for  all  the  center-of-the-plaj 
proteins  they  buy — chicken,  fis 
pork,  turkey  and  beef.  Tyson  wants  | 
be  that  single  supplier.  He  is  ahead 
far  and  away  the  nation's  large 
chicken  producer,  with  18%  of  th 
market.  But  in  most  other  protei 
sources,  Tyson  barely  registers. 

Hence  his  strategy:  acquire  firm 
that  are  in  those  other  foods,  an 
expand  them  aggressively  throug' 
additional  acquisitions,  heavy  capital 
investment  and  marketing.  This  i 
what  he  has  done  with  Tyson  Foods  i: 
chicken  since  taking  over  from  hi 
father  in  1966,  when  Tyson's  sale 
were  just  $38  million. 

A  sensible  plan.  But  so  far  not  a  verj) 
well  implemented  one. 

In  1992  Tyson  paid  $243  million  in" 
cash  and  stock  for  Arctic  Alaska;  then 
the  country's  largest  publicly  traded| 
fishery,  it  catches  fish  in  the  North 
Pacific  and  processes  the  harvest  at  sea 
in  huge  floating  factories.  ButTyson'si 
timing  was  badly  off.  He  did  the  deal 
when  Arctic  Alaska's  major  product, 
surimi  (processed  pollock  made  into 
artificial  crab)  wholesaled  at  $2  a 
pound.  Within  a  year  surimi  sank  to 
75  cents  a  pound  and  today  is  only 
$1.10  a  pound.  In  July  Tyson  wrote 
off  $214  million  in  goodwill  associat 
ed  with  the  acquisition,  resulting  in  a 
$1 .38-a-share  charge  to  earnings. 

Seafood  consultant  Robert  Erkins 
thinks  Tyson  made  a  fundamental 
error  in  buying  a  company  that 
catches  fish.  Says  Erkins:  "There's  a 
saying:  'To  make  money  in  fish,  don't 
go  near  the  water.'  "  Well-regarded 
fish  processors  like  General  Mills 
(Gorton's  fish)  and  Campbell  Soup 
(Mrs.  Paul's)  buy,  don't  catch,  their 
fish.  Counters  Tyson:  "When  we  tell 
customers  a  price,  I  want  to  know 
what  my  costs  are." 

Tyson  says  his  seafood  division  will 
make  money  this  year,  and  adds  he's 
buying  boats.  But  he  doesn't  deny  he 
goofed.  "I  made  a  mistake  and  bought 
too  high,"  he  says.  "I'm  sure  glad  I 
had  enough  stock  that  [the  board] 
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Q^es  on  a  Spk 


Our  "high  reflex"  paint  process  is  only  link  suspension  without  struts,  which  can 

one  of  the  patented  systems  that  went  cause  friction  in  the  shocks,  for  a  smoother 

into  making  the  new  Millenia.*  A  luxury  ride  than  even  the  Lexus  ES300.  We  used 
sedan  so  advanced,  it 


required  a  whole  new 


m  i 


1  1 


e  n  l  a 


a  new,  simpler  sensor 
to  deploy  the  dual  air 


factory.  And  hundreds  of  quality  control  hags.  Technology  we  aren't  selling  to 
checks  to  ensure  it's  ready  for  you  to  other  manufacturers.  But  you  can  have 
enjoy.  We  invented  a  new  4-wheel  multi-     it  all,  including  a  36-month/50,000- 


mile  warranty  and  24-hour  Emergency 
Roadside  Assistance,**  for  just  $26,000. 
For  a  free  brochure,  call  1-800-639-1000. 
Or  visit  your  Mazda  Dealer.  And  take 
the  new  Millenia  out  for  a  spin. 


It  Just  Feels  Right.8 


"Available  on  most  colors  "See  dealer  for  details  on  limited  warranty  and  Roadside  Assistance  programs  t*25,995  M  S  R  P  lor  Millenia  with  cloth  trim  Taxes,  license,  freight,  options,  dealer  charges  extra  Actual  prices  set  by  dealer  ©  1994  Ma;da  Motor  of  America,  inc 


Tyson  Foods 


didn't  tire  me."  (Tyson  and  his  family 
own  a  47%  stake  in  the  company, 
currently  worth  $1.6  billion. ) 

Fish  isn't  Tyson's  only  problem. 
Earlier  this  year  he  tried  to  enter  the 
turkey  market  with  a  $330  million  bid 
to  buy  turkey  producer  wlr  Foods,  of 
Virginia.  He  had  tried  turkey  before 
but  abandoned  it.  ("'Selling  over  half 
your  product  one  day  a  year  doesn't 
leave  you  with  much  of  a  marketing 
strategy.")  But  his  all-proteins-one- 


sitting  on  some  turkeys,"  he  declares. 

The  much  larger  potential  is  in  pork, 
which  is  now  only  about  10%  of  Ty- 
son's sales;  by  year  2000  Tyson  thinks 
it  will  be  25%.  Tyson  has  invested  some 
$100  million  in  hog  raising  and  pro- 
cessing facilities,  including  a  key  Mis- 
souri hog-skrughtering  plant  acquired 
last  year.  Pork  currently  costs  twice  as 
much  as  chicken,  and  Tyson  thinks  he 
can  close  that  gap  by  half. 

The  problem  with  pork  is  that  con- 


Tyson  Foods  pork  chief  John  Tyson,  the  chairman's  son 
Can  lower  costs  alone  boost  pork  consumption? 


supplier  strategy  required  him  to  be  in 
turkey.  Besides,  he  was  impressed 
with  wlr's  sales  of  processed  deli 
foods,  made  regularly  all  year  long. 

Unfortunately,  he  didn't  reckon 
with  wlr's  growers,  who  control 
about  25%  of  wlr's  stock.  (Growers 
are  independent  farmers  who  con- 
tract with  producers,  receive  chicks 
and  feed,  then  resell  mature  birds  to 
the  producer.)  wlr's  growers  have 
refused  to  sell  to  Tyson. 

Tyson  says  he  won't  increase  his 
offer.  But  he  still  owns  about  5%  of 
wlr  stock,  and  he's  still  on  a  turkey 
hunt.  "A  year  from  now,  we'll  be 


sumption — 52  pounds  a  year  per  capi- 
ta, versus  70  for  chicken  and  65  for 
beef- — has  been  flat  for  a  decade.  Price 
is  one  reason,  but  a  bigger  one  is 
health-consciousness.  Popular  cuts 
like  boneless  pork,  loin  roast  are  leaner 
than  ever,  but  pork  roast  still  has  twice 
the  fat  of  a  skinless  chicken  breast. 
Pork  has  been  a  bust  with  the  fast  food 
crowd:  McDonald's  McRib  sandwich 
has  only  been  a  fair  seller.  Tyson 
concedes  pork  does  not  freeze  well  in 
its  raw  state,  so  he's  working  on  so- 
called  value-enhanced  products,  like 
pork  chips,  to  sell  to  food  service 
operators. 


What  about  beef,  America's  num- 
ber two  center- of- the  plate  food  after 
chicken?  "I  don't  see  any  money 
made  in  beef  yet,"  declares  Tyson. 
"I'm  not  sure  beef  [consumption] 
has  found  a  bottom." 

Which  leads  Tyson  back  to  his  core 
chicken  business,  74%  of  sales  and 
source  of  virtually  all  of  Tyson's  likely 
$1.35-a-share  earnings  this  year  (ex- 
cluding writeoffs). 

Early  this  year  Tyson  announced 
Tyson  Foods  will  spend  $400  million 
to  build  30%  more  chicken  processing 
capacity  by  1997.  Why  not  acquire,  as 
Tyson  has  done  in  the  past?  Tyson 
shoots  back:  "Do  you  want  me  to  give 
you  a  list  of  the  top  20  [chicken 
producers]?  I  call  them  every  six 
months."  Most  are  not  for  sale,  he 
reports;  the  ones  that  are  want  prices 
Tyson  will  not  pay. 

Tyson  agrees  that  his  planned 
chicken  capacity  expansion,  at  over 
6%  annually,  is  aggressive.  He  thinks 
annual  growth  will  slow  to  3%,  from 
5%  this  year.  His  goal:  take  half  of  the 
industry  gain — ambitious  for  a  com- 
pany that  currently  accounts  for  just 
18%  of  the  market. 

Against  the  flops  in  fish  and  turkey, 
one  very  bright  spot  on  Tyson's  hori- 
zon is  chicken  sales  overseas.  Tyson 
sells  70%  of  all  U.S.  chicken  exported 
to  Japan,  which  has  high  land  and 
labor  costs  and  must  import  most  of 
its  feed  grains.  Says  Tyson:  "Japan  has 
finally  realized  they  can't  produce 
chicken." 

He's  also  following  big  U.S.  cus- 
tomers like  Kentucky  Fried  Chicken, 
Wal-Mart  and  McDonald's  as  they 
venture  into  Mexico,  taking  with  them 
such  value-enhanced  chicken  prod- 
ucts as  McDonald's  Chicken  McNug- 
get  and  Kentucky  Fried  Chicken's 
blockbuster  Rotisserie  Gold.  These 
are  all  Tyson  creations,  and  help  ex- 
plain why  for  the  last  three  years 
Tyson's  gross  margins  have  averaged 
19.3%,  double  the  industry  average. 

One  thing  Don  Tyson  doesn't  have 
to  brook  is  serious  internal  opposition 
to  his  plans.  Some  fishing  industry 
insiders  have  been  spreading  the  story 
that  Tyson's  board  opposed  the  Arc- 
tic Alaska  purchase,  but  Chairman 
Tyson  pushed  the  deal  through.  Non- 
sense, laughs  Tyson.  "If  they  oppose 
it,"  he  savs,  "they  are  not  on  my 
board."  H 
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jjmerican  industry  is  back,  fueling  not  only  our  recovery  but  helping 
pull  the  world  out  of  a  global  recession.  Companies  in  a  wide  range  of 
fields  have  made  the  hard  choices  and  investments  necessary  to  ensure 
years  of  competitiveness. 

The  CIT  Group  is  proud  to  have  been  part  of  the  process.  As 
America's  most  experienced  asset-based  lender,  our  programs  enable 
companies  to  tap  the  equity  of  their  assets  for  the  money  they  need  to 
grow.  We've  made  $5  billion  available  to  American  industry  in  1994— 
the  6th  consecutive  year  we've  increased  our  financial  commitment. 

For  more  information  on  how  The  CIT  Group  can  help  you  grow, 
call  1-800-545-5440. 


Americas 
Most  Experienced 
Asset- Based 
Lender. 


©  1994  The  CIT  Group.  Inc. 


independent  refiners  have  been  buying  big  companies' 
cast-off  refineries.  Junk  these  refineries  aren't, 
but  they  sell  at  junk  prices. 


Fire  sale 


By  Howard  Rudnitsky 

In  August,  Clark  usa,  of  St.  Louis, 
signed  an  agreement  to  buy  Chevron 
Corp.'s  Port  Arthur,  Tex.  oil  refinery. 
The  180,000-barrel-per-day  facility 
will  more  than  double  Clark's  refining 
capacity.  Clark's  Canadian  parent, 
Horsham  Corp.,  paid  $74  million, 
plus  as  much  as  $125  million  in  con- 
tingent payments,  depending  on  in- 
dustry profitability. 

In  August,  Sun  Co.  bought  Chev- 
ron's 174,000-barrel-per-day  refin- 
ery in  Philadelphia.  Philadelphia- 
based  Sun  paid  $48  million  for  the 
refinery  alone.  At  these  prices  Sun  got 
the  Philadelphia  refinery  for  about 


$275  per  barrel  of  refining  capacity; 
Clark's  upfront  payment  was  about 
$400.  Today  adding  more  refining 
capacity  would  cost  up  to  $3,500  per 
barrel,  and  building  a  brand-new  fa- 
cility is  just  about  out  of  the  question. 
That  could  cost  $10,000  per  barrel 
and  entail  countless  permits. 

Last  year  Stamford,  Conn.'s  Tosco 
Corp.  acquired  two  refineries.  It 
bought  the  260,000-barrel-per-day 
Bayway  refinery  situated  in  Linden, 
N.J.  from  Exxon  for  about  $600  per 
barrel;  it  bought  the  90,000-barrel- 
per-day  Ferndale  refinery  in  Washing- 
ton State  from  British  Petroleum  for 


about  $530  a  barrel. 

Some  five  years  ago  refineries 
fetched  over  $3,000  per  barrel  of  daily 
capacity.  Are  today's  buyers  getting 
bargains? 

That  remains  to  be  seen.  In  the 
early  1990s  refining  margins  were 
strong,  but  in  recent  years  they've 
been  weak. 

The  big  companies  are  by  no  means 
exiting  the  refining  business.  They  are 
simply  pruning  their  marginal  facili- 
ties. As  they  upgraded  their  best  facili- 
ties to  comply  with  the  Clean  Air  Act 
of  1990,  they  found  themselves  with 
more  refining  capacity  than  they 
wanted.  If  they  shut  down  marginal 
refineries,  or  if  future  owners  shut 
them  down,  federal  and  state  environ- 
mental laws  require  the  original  own- 
ers to  spend  large  amounts  to  clean  up 
the  sites.  So  selling  them  cheaply  to 
companies  strong  enough  to  keep 
them  going  seems  the  best  bet. 

But  what  motivates  the  buyers? 
Price,  for  one.  Having  bought  cheap- 
ly and  with  lower  operating  costs, 
they  hope  to  make  a  good  profit.  They 
also  can  provide  their  gas  stations  with 
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additional  product.  And  they  figure 
even  though  refining  margins  have 
been  under  pressure  the  past  few 
years,  they  will  improve. 

Sun's  Chevron  Philadelphia  refin- 
ery is  just  across  a  fence  from  another 
Sun  refinery.  Sun  plans  to  integrate 
the  two,  lower  operating  costs  and 
reap  an  estimated  $50  million  more  in 
cash  flow  next  year.  Clark  USA's  Port 
Arthur  refinery  acquisition  will  boost 
Clark's  production  in  1995  and  en- 
able it  to  supply  its  Chicago-area  gas 
stations  with  reformulated  gasoline. 

For  the  independents  the  key  point 
is  this:  The  refineries  they  are  buying 
are  not  junk.  They  are  fairly  sophisti- 
cated and  can  be  upgraded  to  meet 
future  environmental  standards.  Sup- 
pose it  costs  them  $1,500  a  barrel 
over  the  next  five  years  to  do  the 
upgrading;  with  purchase  prices  of 
$275  to  $600  a  barrel,  they  still  come 
out  ahead  of  building  new  capacity. 
Thus,  with  their  lower  capital  costs, 
the  independents  will  have  something 
of  a  competitive  advantage. 

It's  an  ill  wind,  as  the  old  saying 
goes.  tBi 
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Sun  refineries, 
Philadelphia 
Integrating  its 
recent  purchase 
(foreground) 
with  a  long-held 
facility,  just 
over  the  fence. 


Anywhere.  Or  here. 


Of  those  who 
travel  the  world, 
who  can  go  any- 
where, anytime, 
many  choose  to 
come  here. 

People  who  can 
make  once-in-a- 
lifetime  journeys 
on  a  whim  know 
our  staff  by  name. 
They  discover 
their  favorite 
seasons,  make 
The  Cloister  and 
Sea  Island  part  of 
their  lives.  And 
often  return  for 
a  lifetime. 

To  arrange  a 
first  visit,  call 
800-SEA-ISLAnd 
or  912-638-3611. 
Anytime. 

The  Cloister,  Sea 
Island,  GA  31561. 
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THE  CLOISTER* 


Home  rentals  and  real  estate: 
800-SEA-ISLAnd. 


The  difference  beh/veen 
enjoying  a  fine  agar 
and  savourh' 
one  is  Davidd 


The  Davidoff  Connoisseur  Cigar  Sampler 
A  selection  of  five  sizes  and  shapes 
that  will  delight  those  who  look  forward 
to  the  experience  of  a  fine  cigar. 

Packaged  carefully  and  tastefully 
in  its  own  protective  case,  this 
sampler  makes  a  wonderful  gift. 

Come  in,  or  call.  Find  out  why 
the  difference  between  enjoying 
and  savouring  is  Davidoff 


Shown  Davidoff  Cigar  Sampler 
as  described.  $36  00  Price  differs 
slightly  outside  New  York  For 
catalogue  orders, 
call  1-800-328-4365 


DAVIDOFF  OF  GENEVA.  INC. 

535  Madison  Avenue  at  54th  Street,  New  York 

212-751-9060  or  800-548-4623 

232  Via  Rodeo.  North  Rodeo  Drive.  Beverly  Hills 

310-278-8884  or  800-328-0039 

For  those  who  are  obsessed  with  quality. 
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GENEVA.  ZURICH.  LONDON.  AMSTERDAM,  BRUSSELS.  PARIS.  FRANKFURT.  HONG  KONG.  SINGAPORE.  BANGKOK. 
KUALA  LUMPUR.  TOKYO  MONTREAL.  TORONTO.  NEW  YORK.  BEVERLY  HILLS 
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e  interest  you  in  highlight  color \  Company 


zrd  to  ignore  the  impact  of  color.  But  finding  intelligent,  productive  ways  to  integrate 
into  documents  has  never  been  easy.  Until  now.  Because  no  one  offers  you  a  wider  range 
utions  than  Xerox.  Our  highlight  color  laser  printers  and  high-quality  network  copiers 
elp  you  make  brochures  stand  out,  bills  get  noticed,  and  transparencies  light  up.  Using 
that  makes  you  more  productive  is  what  we  call  Intelligent  Color.  And  that's  one  idea  that 
ttention  no  matter  what  color  you  use.  To  learn  more,  call  1-800-ASK-XEROX,  ext.  707. 
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To  expense  or  not  to  expense— that  is  (or  should  be) 
the  question  for  America  Online  as  competition  begins 
to  emerge  in  the  on-line  business. 


What  profits: 


s 


By  Gary  Samuels 

Despite  billionaire  Paul  Allen's  deci- 
sion last  month  to  liquidate  his  sub- 
stantial holding  in  the  company, 
America  Online  Inc.  remains  one  of 
the  few  success  stories  in  the  much- 
hyped  world  of  interactive  media.  In 
the  past  year  alone  its  subscribers  have 
tripled,  to  nearly  1  million.  Revenues 
for  fiscal  1994,  ended  June  30,  were 
$104  million,  up  from  $40  million 
the  year  before.  Allyson  Pooley,  an 
analyst  at  Chicago  Corp.,  predicts 
revenues  will  hit  $250  million  in  fiscal 
1995.  Since  going  public  in  1992,  the 
company's  stock  has  been  bid  from 
$11.50  a  share  to  a  recent  $71.50, 
valuing  the  ten-year-old  outfit  at 


$520  million. 

Earnings?  In  its  published  financial 
reports,  America  Online  is  solidly 
profitable.  But  look  closer  and  the 
picture  is  less  rosv. 

America  Online's  biggest  expendi- 
ture is  the  cost  of  attracting  subscrib- 
ers, who  each  pay  $9.95  a  month  for 
limited  access  to  the  electronic  data 
system.  America  Online  sends  out 
millions  of  pieces  of  mail  solicitations 
and  works  deals  with  computer  man- 
ufacturers to  give  away  a  free  trial 
subscription  with  every  computer 
sold.  This  is  expensive  promotion. 
For  fiscal  1994,  subscriber  acquisition 
costs  amounted  to  $37  million — over 


$40  per  new  subscriber.  With  subj 
scribers  paying  an  average  $15.50  i 
month,  including  extra  on-line  time 
it  costs  about  three  months  in  reveniw 
to  buy  a  new  subscriber. 

Basic  accounting  question:  Is  thai 
$37  million  subscriber  acquisitiot 
figure  an  expense  against  income?  O 
is  it  an  investment  undertaken  to  ere' 
ate  an  asset? 

Here  are  the  numbers:  In  Americ; 
Online's  report  for  fiscal  1994,  reve 
nues  were  $104  million,  and  tota 
costs  and  expenses  $96  million.  Bui 
that  cost  figure  included  only  $2.: 
million  in  subscriber  acquisition  ex- 
penses and  other  marketing  expenses 
These  were  costs  incurred  the  yeai 
before.  The  costs  for  fiscal  1994,  $37 
million,  were  entirely  capitalized,  and 
are  amortized  for  up  to  18  months 
after  they  are  incurred.  Had  the  $37 
million  been  expensed  as  incurred. 
America  Online  would  have  Ion 
around  $6  million  after  taxes.  But  by 
capitalizing  and  amortizing,  the  com- 
pany was  able  to  report  net  income  o|l 
$6.2  million,  or  76  cents  per  share.  As 
of  June  30,  it  had  capitalized  $37 
million  in  subscription  acquisition 
costs.  The  figure  will  grow  as  America 
Online  increases  its  subscriber  acqui- 
sitions spending. 

What  America  Online  is  doing 
here  has  the  accounting  profession's! 
blessing.  Magazines,  for  example,  of-l 
ten  capitalize  subscriber  acquisition 
costs  rather  than  expense  them  as 
incurred.  According  to  a  brand-newl 
rule  from  the  American  Institute  ofl 
Certified  Public  Accountants,  some 
companies  are  able  to  capitalize  cer- 
tain direct  mail  campaigns  if  they 
have  enough  historical  data  to  pre- 
dict response  rates  and,  therefore,  the 
stream  of  revenue.  The  Financial  Ac- 
counting Standards  Board  defines  anj 
asset  as  something  that  offers  a  future 
economic  benefit,  so  the  direct  mail 
campaigns  that  result  in  subscrip- 
tions, says  the  aicpa,  can  be  consid- 
ered an  asset. 

But  just  because  accountants  allow 
something  doesn't  make  it  sound  ac- 1 
counting.  America  Online's  biggest 
competitor,  CompuServe  Inc.,  a  sub- 
sidiary of  H&R  Block,  takes  a  more 
conservative  approach.  CompuServe 
currendy  has  2  million  subscribers. 
Recognizing  that  those  subscribers 
can  cancel  at  any  time,  CompuServe 
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The  Four  Seasons 
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CS  First  Boston  Equity  Research 


Some  just  rise  above  the  rest.  And,  according  to 
The  Wall  Street  Journal's®  "All-Star  Analysts  1994 
Survey/'  that  includes  CS  First  Boston.  Which  won 
higher  ratings  than  just  about  everyone.  In  fact, 
we  had  21  all-stars  in  all.  Each  ranked  among  the 
top  analysts  in  their  respective  categories,  from 
airlines  and  aerospace  to  rails  and  energy.  With 
the  most  top  stock-pickers  of  any  investment  firm- 
So,  you  might  say  we're  in  a  position  to  shed  light 
on  the  issues  that  affect  you. 


Bg  CS  First  Boston 


It  all  started  with  the  seed  of  an  idea. 
When  it's  done,  the  Ataturk  Dam  will  be  the 
centerpiece  of  the  largest  and  most  ambitious 
water  project  ever  in  Turkey. 

Rivers  are  changing  course  and  irriga- 
tion canals  are  appearing  in  desert  sands.  And 


ps  of  people  in  all  kinds  of  places.  And  that 
eludes  people  in  the  U.S.  Because  Caterpillar 
i  ployees  in  America  made  more  than  three- 
larters  of  the  $1 1.2  billion  in  equipment  we 
Id  last  year  around  the  world. 

So  it's  not  too  much  of  a  stretch  to  see 


how  Caterpillar  helps  put  food — and  an 
occasional  watermelon — on  the  table. 

CATERPILLAR 


If  you  are  highly  paid,  that  free  group 
life  insurance  you  get  at  work 
may  cost  you  more  in  taxes 
than  it's  worth  in  premiums. 
Some  advice. 

A  present— 
with  strings 
attached 


expenses  its  subscriber  acquisition 
costs  as  they  occur. 

"We  consider  our  earnings 
strong,"  explains  CompuServe  Con- 
troller Kenneth  Marinik.  "We  didn't 
want  to  taint  them  or  dilute  them  by 
following  [America  Online's]  ac- 
counting convention." 

The  big  risk  for  America  Online  is 
that  customers  may  begin  canceling  as 
competition  emerges  in  this  young 
industry.  Right  now  America  On- 
line's only  serious  competitors  are 
CompuServe  and  Prodigy,  the  IBM/ 
Sears  venture,  but  this  is  an  appealing 
business  to  enter  and  it  has  caught  the 
attention  of  plenty  of  well-heeled  po- 
tential competitors,  including  AT&T, 
Rupert  Murdoch  and  Bill  Gates.  Ca- 
ble TV  companies  and  phone  compa- 
nies are  moving  into  interactive  ser- 
vices. Eventually,  perhaps,  people  will 
switch  on-line  services  as  frequently  as 
they  now  move  among  long  distance 
carriers.  True,  America  Online  is  a 
pioneer  and  may  be  able  to  retain 
subscribers'  loyalty,  but  there  is  no 
guarantee.  In  any  case,  in  many  a 
growth  industry,  pioneers  have  been 
squeezed  out  by  latecomers. 

America  Online  defends  the  com- 
pany's accounting  practices  by  saying 
it  is  just  trying  to  match  expenses  with 
revenues.  America  Online's  average 
subscriber  stays  on  for  32  months  and 
pays  $15.50  a  month  (the  basic  rate 
plus  six  bucks  or  so  for  extra  minutes 
of  computer  time).  "We're  writing 
those  costs  off  much  more  rapidly 
than  the  ongoing  revenue  stream  that 
has  annuity-like  characteristics,"  says 
Lennert  Leader,  AOL's  chief  financial 
officer. 

Will  America  Online  retain  loyalty 
and  keep  growing?  Unless  one  is  so 
foolish  as  to  predict  public  fads  and 
fancies,  you  can't  answer  that  ques- 
tion. America  Online  is  becoming  at 
least  as  well  known  for  its  entertain- 
ment as  for  its  information  dissemina- 
tion. A  lot  of  its  appeal  is  to  people 
who  love  to  chitchat.  Log  on  late 
some  night  and  what  you'll  find  is  a 
few  hundred  electronic  chat  "rooms" 
filled  with  lonely  hearts  testing  pickup 
lines  on  each  other.  Some  of  the 
rooms  are  blatantly  obscene,  others 
merely  boring.  Will  demand  for  such 
services  continue  to  grow?  America 
Online's  expense  capitalizes  sincere- 
ly hope  so.  m 


By  Carolyn  T.  Geer 

Here's  A  gift  that  you  may  have  to 
pay  for:  that  free  group  life  insurance 
coverage  from  your  employer. 

This  fringe  benefit  isn't  as  free  as  it 
looks.  Except  for  the  first  $50,000  of 
coverage,  the  value  of  life  insurance 
paid  for  by  your  employer  goes  onto 
your  W-2  as  taxable  income.  Worse, 
the  Internal  Revenue  Service  uses 
outlandish  mortality  tables  to  value 
the  insurance.  Result:  You  can  easily 
end  up  paying  more  income  tax  on 
your  free  insurance  than  you  would 
pay  in  premiums  if  you  bought  insur- 
ance on  your  own. 

"People  say  you  should  never  look 
a  gift  horse  in  the  mouth,"  says  Ken- 
neth Brier,  a  tax  lawyer  at  Sherburne, 
Powers  &  Needham  in  Boston,  "but 
this  is  a  horse  that  eats  a  lot  of  your 
oats." 


Can  you  get  rid  of  this  horse?  Not 
easily.  Your  payroll  department,  the 
group  life  insurer  or  the  IRS  may  give 
you  a  hard  time.  A  cleverer  answer  is  to 
designate  a  charity  as  beneficiary.  We'll 
explain  the  mechanics  of  that  later. 

Here's  where  the  sneaks  who  write 
the  tax  codes  have  turned  this  well- 
intentioned  fringe  benefit  into  a  trap 
for  high-income  people: 

In  the  typical  group  term  plan,  an 
executive  who  earns  $275,000  a  year 
might  receive  $550,000  of  coverage, 
or  two  times  pay.  The  taxable  portion 
is  $500,000.  The  IRS  publishes  a  table 
showing  what  group  term  insurance  is  J 
supposedly  worth.  For  a  50-year-old, 
for  example,  the  coverage  is  valued  at 
$5.76  per  $1,000  per  year,  or  $2,880 
for  a  $500,000  policy.  Only  age  fig- 
ures in  the  IRS  tables.  The  IRS  doesn't 

Contrast  what 
the  IRS  says 
$500,000  of  life 
insurance  is 
worth  with 
what  healthy 
nonsmokers  pay 
if  they  know 
where  to  shop. 
Figures  are 
totals  for  five 
years  of  term 
coverage. 


Where  do  taxmen  buy  their  insurance? 


Age 

Imputed 
income 

Male 

-Premium  

Female 

50 

$14,400 

$6,200 

$5,125 

55 

22,500 

8,950 

6,725 

60 

35,100 

13,775 

9,450 

65 

63,000 

22,375 

12,825 

Sources:  IRS  Reg.  §1.79-3(d)(2};  Amentas  Life  Insurance  Corp.,  Houston,  Tex. 


78 


Forbes  ■  October  24,  1994 


Hyundai  Business  Group,  with 
over  US$58  bil- 
lion in  sales, 
continues  to  grow  in  a 
wide  spectrum  of  business 
areas.  From  next  generation 
256M  DRAM  chips 
to  satellite  commu- 
nications, creating 
tomorrow' s  global  information 
superhighway.  From  a  full  line 
of  passenger  cars  to  all  types  of 


'OMOBILES,  ELECTRONICS,  SHIPBUILDING,  ENGINEERING  AND  CONSTRUCTION,  MACHINERY  AND  EQUIPMENT,  PETROCHEI  r 


la 


commercial  vehicles.  From  machine  tools  to  the  magnetic 
levitation  train,  the  ideal  mass 
transit  system  of  the  future.  ^ 
From  turn-key  engineering  and  j  i 
construction  projects  to  petrochemi- 
cals with  advanced  new  material. 
From  super  tankers  to  some  of 
the  most  sophisticated  LNG  car- 
riers.  Hyundai,  with  A3 
more  than  30  R&D  centers,  working  togeth- 


er,  creatine  innovative  synergies, 


innovative  products. 


HYUNDAI 

Building  A  Better  World  Through  Innovative  Technology 


IG  AND  TRANSPORTATION . Find  out  how  Hyundai  can  help  you  :  Hyundai  Corporation  K.P.O.  Box  92,  Seoul,  Korea.  Tel  +82-2-746-1873,  Fax  +82-2-741-2341. 


care  whether  you  are  healthy  or  sick,  a 
smoker  or  not. 

But  the  real  world  does.  A  healthy, 
nonsmoking  50-year-old  male  can 
get  $500,000  of  term  insurance  from 
Ameritas  Life  Insurance  Corp.  for 
only  $1,240  a  year.  Yet  the  IRS  tax 
tables  say  that  the  coverage  is  worth 
nearly  $2,900.  If  you  are  living  in  a 
high-tax  state  and  are  in  a  top  federal 
bracket,  your  combined  marginal  tax 
rate  approaches  50%.  (Don't  forget 
the  Medicare  tax  and  the  effect  of  that 
weird  adjustment  for  itemized  deduc- 
tions, which  is  keyed  to  gross  in- 
come.) That  means  you  could  pay 
about  $1,400  a  year  in  tax  on  insur- 
ance you  could  buy  for  $1,240. 

Not  only  that,  the  IRS  uses  political- 
ly correct  unisex  mortality  tables.  In 
the  real  world,  women  live  longer  and 
are  entitled  to  lower  insurance  rates. 
So  healthy  women  get  overtaxed  even 
more  than  men  do.  Ameritas  will  sell  a 
healthy  nonsmoking  50-year-old 
woman  a  $500,000  policy  for  $1,025 
a  year. 

The  Ameritas  policy — and  many  of 


the  low-cost  term  policies  that  com- 
pete with  it — are  guaranteed  renew- 
able, meaning  that  if  you  keep  up  the 
premiums  the  insurer  can't  cancel, 
even  if  you  turn  sickly.  Premiums  go 
up  every  five  years  (as  do  insurance 
rates  in  the  irs  table).  Another  popu- 
lar variety  of  renewable  term  has  rates 
that  start  lower  but  go  up  every  year. 

The  IRS  formula  gets  more  and 
more  out  of  whack  with  reality  as  a 
taxpayer  ages.  By  the  time  a  female 
executive  reaches  65,  she  is  being 
taxed  on  putative  insurance  premi- 
ums five  times  as  high  as  what  she'd 
pay  for  insurance  in  the  open  market, 
assuming  her  health  is  good. 

Here's  another  reason  you  might 
be  better  off  paying  for  your  own 
insurance  if  you  are  highly  paid: 

An  individual  policy  can  be  kept  in 
force  if  you  switch  jobs.  Not  so  a 
group  policy.  You  can,  of  course,  start 
shopping  for  the  individual  policy  af- 
ter leaving  your  job,  but  if  your  blood 
pressure  has  gone  up  in  the  meantime, 
you  may  find  the  insurance  unafford- 
able.  One  benefit  to  buying  renew- 


able term  when  you  are  healthy  an 
40  is  that  it  guarantees  you  the  right 
to  keep  the  policy  in  force  even  after  a 
heart  attack  at  50. 

If  you  don't  need  your  group  term 
coverage  or  if  you  can  find  an  individ 
ual  policy  that  costs  you  less,  how  do 
you  disown  the  group  coverage? 

You  can  try  to  get  your  payroll 
department  to  take  you  off  the  list. 
But  you  may  be  thwarted.  Some  em- 
ployers won't  be  bothered  with  the 
paperwork.  Your  W-2  will  show  the 
insurance  coverage,  and  you  will  then 
have  a  devil  of  a  time  convincing  an 
IRS  computer  that  the  W-2  is  in  error 
Also,  insurers  are  reluctant  to  go 
along.  They  don't  want  healthy  em- 
ployees cherry-picking  their  way  out 
of  a  group  policy,  leaving  the  insurer 
with  the  worst  risks.  Some  insurers 
insist  they  can't  take  the  risk  that  if 
they  remove  coverage  at  an  em- 
ployee's request,  the  employee's  sur- 
vivors will  argue  that  they  are  entitled 
to  the  death  benefit  anyway. 

"The  simplest  solution  is  to  name  a 
charity  as  beneficiary,"  says  Henry 
Saveth,  a  benefits  consultant  at  A. 
Foster  Higgins  in  New  York.  The 
charity  must  be  the  sole  beneficiary  of 
the  designated  amount  for  the  entire 
calendar  year,  or  for  the  entire  period 
that  the  coverage  is  in  effect. 

If  your  employer  covers  you  for 
$250,000,  you  could  name  your  child 
as  the  beneficiary  of  the  first  $50,000 
and  your  college  as  the  beneficiary  of 
the  remaining  $200,000.  If  someday 
you  have  a  change  of  heart,  you  can 
revoke  the  designations  and  name 
new  beneficiaries. 

If  you  make  a  charitable  gift  of  the 
potential  death  benefit  for  a  full  calen- 
dar year,  the  insurance  value 
shouldn't  show  up  on  your  W-2.  If  it 
does  anyway,  either  insist  on  getting  a 
corrected  W-2  or  else  let  the  errone- 
ous income  stand  and  claim  an  item- 
ized charitable  deduction. 

If  you  have  a  chronic  disease  or 
smoke  or  drink  too  much,  be  thankful 
for  the  company  coverage.  But  if  you 
are  healthy — and  especially  if  you  are  a 
woman — change  beneficiaries  now  if 
you  want  to  get  off  the  hook  for  vour 
1995  tax  bill. 

If  you  need  insurance,  make  sure 
the  individual  policy  is  in  the  mail 
before  changing  the  beneficiary  of 
your  group  policy.  ■ 
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"We  need  to  take  care  of  the  forest  and  the  things  that  live  here." 

"Out  here,  you  understand  that  the  forest  is  more  than  just  trees.  And  that 
caring  for  the  wildlife  that  lives  here  is  important.  To  all  of  us.  My  company 
Georgia-Pacific,  helieves  that.  And  were  doing  something  about  it.  One  way 


is  with  a  plan  we've  developed  to  protect  the  Red-Cockaded  Woodpecker. 


Were  finding  nesting  sites,  then  creating  saf 


e  areas  aroun 


d  them.  Areas  well 


leave  undisturbed.  Just  to  make  sure  the  birds  will  always  have  a  place  to  live 


an 


d  thrive.  That  makes  me  feel  good  about  the  work  I  do.  And  about  th< 


company  I  work  for."  Carlton  White,  Forest  Specialist.  GeorgiaFteciflc  ^ 


Exxon's  Alaska  oil  spill  was  a  lucky  break  for  a  lot 
of  Alaskans,  a  bonanza  for  lawyers  and  a  kick  in  the 
teeth  to  countless  pensioners  and  stock  owners. 

'We're  partying 
hearty! " 


By  Nina  Munk 

In  mis  31  years  as  a  commercial  fish- 
erman in  Alaska,  Ross  Mullins  had 
rarely  seen  as  good  a  season  as  1988. 
At  72  cents  a  pound,  pink  salmon 
fetched  the  highest  prices  in  recent 
memory:  sockeye,  $2.26  a  pound, 


almost  a  dollar  more  than  in  1987. 
Mullins  grossed  $200,000  and,  after 
paying  his  crew  and  other  expenses, 
took  home  about  $120,000.  He 
wasn't  alone.  The  town  of  Cordova, 
the  fishing  center  of  southern  Alaska's 


Fisherman  Ross  Mullins  in  Cordova,  Alaska 

He  and  15,000  other  plaintiffs  stand  to  collect  an  average  of  $253,000  each. 


Prince  William  Sound,  was  on  a  roll 
Fishing  permits,  which  are  limited  in 
number  and  trade  much  like  taxi  me-l 
dallions  in  New  York  City,  sold  for  a 
record  $300,000. 

Things  are  different  now.  Three  o 
Cordova's  processing  facilities  havi 
gone  bankrupt.  A  fishing  permit  now 
sells  for  around  $65,000.  Last  year 
the  town's  former  mayor  committed 
suicide.  Mullins  hasn't  been  able  to 
make  payments  on  his  boat  in  two 
years:  The  bank  is  threatening  to  take 
it.  His  retirement  savings  are  gone. 
His  marriage,  strained  by  financial 
problems,  is  fraying.  "I'm  on  the 
verge  of  collapse,"  the  58-year-old 
fisherman  says.  "And  in  my  mind,  and 
the  minds  of  most  fisherman  down 
here,  there's  no  question  what  the 
causal  fact  is." 

Old  devil  Exxon.  Eleven  million 
gallons  of  crude  oil  spilled  in  Prince 

  William  Sound  when  the 

|  Exxon  Valdez,  a  tanker  the 
|  length  of  three  football 
fields,  plowed  into  a  reef 
just  after  midnight  on  Mar. 
24,  1989.  Mullins  says  the 
oil  spill  has  cost  him  be- 
tween $400,000  and 
$500,000  in  the  last  five 
years.  The  lawyers  who  filed 
suit  on  behalf  of  Mullins 
and  10,000  other  commer- 
cial fishermen  and  crew- 
men claim  that  damage 
from  the  Exxon  Valdez  spill 
amounts  to  $892  million. 
Really? 

The  year  of  the  spill  was 
filled  with  dire  predictions 
about  the  future  of  fishing 
in  Prince  William  Sound. 
But  in  1990  the  pink  salm- 
on catch  was  a  record  44 
million,  or  almost  four 
times  the  number  in  1988. 
Caught  without  an  expla- 
nation, officials  suggested 
that  the  high  numbers 
would  have  been  even 
higher  without  the  spill. 
Two  years  after  the  spill,  in 
1991,  the  number  of  fish 
was  the  second  highest  on 
record.  Excess  pink  salmon, 
canned  with  a  $2  million 
contribution  from  Exxon, 
was  donated  to  the 
Russians. 
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Exxon 

Then,  in  1992  and  1993,  the  num- 
ber of  fish  was  way  down.  That's 
when,  like  most  fishermen  in  the 
Sound,  Ross  Mullins  lost  a  lot  of 
money.  He  wants  Exxon  to  make  it 
up.  But  there  are  some  holes  in  Mul- 
lins' story.  As  long  as  the  Department 
of  Fish  &  Game  has  been  keeping 
track,  the  catch  and  value  of  Alaska's 
fisheries  has  swung  dramatically. 
They  swung  again  this  year:  In  Prince 


William  Sound,  1994  has  been  a  great 
year  for  pink  salmon  fishing. 

Supply  is  not  the  only  uncertainty 
fishermen  must  contend  with.  Prices 
are  extremely  volatile,  independent  of 
the  local  catch.  By  1991  prices  had 
plummeted  to  12  cents  a  pound  for 
pink  salmon  and  about  76  cents  for 
sockeye.  The  fishermen's  lawyers  told 
the  jury  that  prices  were  down  be- 
cause the  image  of  Alaskan  salmon 


ABOVE: 

David  Oesting, 
co-lead  counsel 
for  the  plaintiffs 

LEFT: 

Jurors  Bruce  Dean 
and  Nancy  Provost 
"Believe  me,  we 
understood  what 
$5  billion  was." 


had  been  "tainted"  by  the  oil  spill 
and  thus  Japanese  buyers  refused  tc 
pay  full  price.  That  contention  is  i 
little  hard  to  take. 

"It  is  not  unreasonable  to  suppose 
the  oil  spill  played  some  role,"  says  a 
cautious  Gunnar  Knapp,  a  professoi 
of  economics  at  the  University  ol 
Alaska  and  director  of  the  fishermen 
funded  Salmon  Market  Information 
Service.  "It's  incredible  to  assert  the 
oil  spill  is  entirely  responsible  for  what 
happened  to  the  price  of  salmon." 

In  Knapp's  many  studies  and  news 
letters  concerning  Alaskan  salmon 
prices  and  markets,  he  never  mentions 
the  1989  oil  spill.  He  points  out  that 
between  1985  and  1988  salmon 
prices  boomed  because  there  was  a 
temporary  drop  in  world  salmon  sup 
ply  and  the  Japanese  yen  was  up 
sharply.  (About  60%  of  U.S.  salmon 
goes  to  Japan.)  Between  1988  and 
1991,  however,  the  world  supply  of 
salmon  went  through  the  roof.  Prices, 
not  surprisingly,  dropped.  In  court 
Exxon  asked  why,  if  Alaskan  salmon 
was  tainted,  was  salmon  in  Canada 
and  Washington  also  selling  far  below 
its  1988  high?  Another  obvious  ques 
tion:  Why  have  prices  today,  five  years 
later,  still  not  recovered? 

In  May  1989  abc's  Nijjhtline 
quoted  John  Rogers  of  the  U.S.  Fish 
&  Wildlife  Service  as  saying:  "Dis 
counting  the  loss  of  human  life  that 
occurred  in  the  events  at  Chernobyl 
and  at  Hiroshima,  one  can  liken  the 
impact  of  the  Prince  William  Sound 
oil  spill  to  an  Alaskan  event  of  similar 
magnitude."  Such  statements  would 
be  funny  if  there  weren't  so  much 
money  riding  on  them. 

The  news  media  made  little  effort 
to  put  the  spill  into  perspective.  It 
reported:  36,000  bird  carcasses  re- 
covered and  perhaps  ten  times  that 
number  presumed  dead,  200  bald 
eagles  dead,  between  3,500  and 
5,500  sea  otters  and  up  to  300  harbor 
seals  dead.  Archeological  sites  ruined 
or  disturbed.  About  1,300  miles  of 
shoreline  covered  in  goo.  The  air 
thick  with  hydrocarbons. 

But  few  in  the  media  noted  that 
Alaska  has  recovered  remarkably 
quickly.  There  are  about  20,000  sea 
otters  in  the  area  of  the  spill — so 
many,  in  fact,  that  fishermen,  who 
consider  otters  competition,  are 
known  to  shoot  them.  Bald  eagles  are 
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Introducing  the  OS-Pro  Series! 

With  hidden  electronic  Watchdogs 
to  unleash  CS  (Customer  Satisfaction). 
Watchdogs  that  guard  against 
misfeeding,  guard  against  miscopying 
and  cut  malfunctions  way  back. 
Plus:  Minolta's  S.M.A.R.T.  System. 
So  clever,  it  calls  the  Dealer  by  itself... 
to  prevent  downtime.  Press  a  button, 
it  even  orders  toner  and  supplies! 
In  addition,  our  Automatic  3-hole  punch 
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features  and  1 00%  productivity. 
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Exxon 


To  clean  up,  Exxon  spent  $2.1  billion  to  wipe  oil  off  rocks,  hose  down  beaches  (right)  and  skim  oil 
off  the  water.  Over  $18  million  went  just  to  clean  357  sea  otters  (above)— over  $50,000  per  otter. 
Did  all  this  effort  cause  more  harm  than  good? 


endangered  or  threatened  in  the  48 
lower  states,  but  in  Alaska  there  are 
about  40,000,  five  times  the  combined 
number  living  in  the  other  states. 

The  shoreline?  After  five  years  of 
crashing  waves,  winter  storms  and 
clean-up  crews,  there's  no  longer  any 
obvious  sign  of  oil.  Like  the  fisher- 
men, however,  environmentalists  and 
certain  scientists  insist  there  are  long- 
term  damages,  but  nobody  knows 
what  they  are. 

"No  one  wants  to  know  what  the 
truth  is.  No  one  wants  to  know  the 
science  behind  it,"  concludes  Jeff 
Wheelwright,  a  former  science  editor 
for  Life  magazine  who  spent  five  years 
researching  the  effects  of  the  oil  spill 
only  to  discover  that  the  extent  of 
damages  was  grossly  exaggerated.  In 
his  book,  Degrees  of  Disaster,  Wheel- 
wright shows  that  nature  has  tremen- 
dous recuperative  powers  and  soon 
gets  over  much  worse  things  than  oil 
spills.  He  agrees  with  those  scientists 
who  now  say  the  $2.1  billion  spent  by 
Exxon  to  clean  up  was  not  only  wast- 
ed, it  may  have  caused  more  harm  by 
scrubbing  rocks  and  spraying  them 
with  powerful  blasts  of  hot  water.  The 
only  bookstore  in  Cordova  refuses  to 
stock  Wheelwright's  volume. 

The  truth  is  pretty  clear,  though  no 
one  is  telling  it:  This  is  one  giant  deep- 
pockets  lawsuit.  It  is  an  opportunity  to 
gouge  money  out  of  someone  so  rich 


and  so  unpopular  that  no  one  will 
sympathize  with  the  victim.  Consider 
the  $1  billion  Exxon  agreed  in  Octo- 
ber 1991  to  pay  to  settle  charges 
brought  by  the  state  of  Alaska  and  the 
federal  government.  This  money  is 
said  to  cover  damages  to  the  environ- 
ment. But  how  do  you  place  a  value  on 
such  ill-defined  damages?  With  phony 
statistics. 

The  Alaska  Attorney  General's  of- 
fice put  a  market  price  on  each  dead 
animal,  using  brokers  for  zoos  and 
aquariums  when  there  was  no  open 
market,  and  came  up  with  total  dam- 
ages to  animals  of  approximately  $75 
million.  $ince  animals  can't  collect, 
the  state  collected  on  their  behalf. 
The  state  threw  in  lost  recreational 
fishing  use,  adding  the  number  of  lost 
fishing  days  and  multiplying  that  by 
the  value  of  a  fishing  expedition.  An- 
other $31  million. 

It  gets  silly.  How  much  is  a  pristine 
Prince  William  Sound  worth  to  Amer- 
icans who  have  never  been  to  Alaska? 
The  state  spent  $3.5  million  on  con- 
sultants who  presented  pictures  of 
Prince  William  Sound  to  1,043  peo- 
ple from  Boise  to  Miami.  How  much 
would  they  pay  in  a  one-time  tax  to 
prevent  an  oil  spill  like  Exxon's  from 
occurring  again?  The  mean  number, 
$3 1 ,  was  multiplied  by  the  number  of 
households.  Exxon  would  have  to 
cough  up  another  $2.8  billion  to 


compensate  Americans  who  had  nev- 
er been  there  and  never  would  for 
what  they  might  have  seen  had  they 
gone.  Of  course,  these  potential  visi- 
tors didn't  get  the  money.  The  gov- 
ernment did. 

Lawyers  have  a  name  for  this  kind 
of  fiction.  They  call  it  contingent 
valuation  and,  despite  its  obvious 
shortcomings,  it  is  increasingly  used 
as  an  excuse  to  pick  deep  pockets. 

Would  the  Alaska  contingent  valu- 
ation hold  up  in  court?  Alaska  Attor- 
ney General  Charles  Cole  was  smart 
enough  not  to  argue  this  one  in  court. 
Armed  with  documents  that  claimed 
total  damages  were  $3  billion,  Cole 
settled  with  Exxon  for  $1  billion. 
"We  'could  have  rolled  the  dice  and 
gone  to  court,"  says  Craig  Tiliery, 
Alaska's  assistant  attorney  general. 
"But  we  figured  $  1  billion  in  the  hand 
was  worth  $3  billion  in  the  bush." 
Besides,  the  state  had  already  spent 
roughly  $164  million  on  response 
and  cleanup,  economic  studies,  dam- 
age assessment  studies  and  litigation. 

In  May  1989,  two  months  after  the 
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oil  spill,  Fortune  magazine  asked  then 
chief  executive  Lawrence  Rawl  what 
the  cleanup  and  lawsuits  would  cost 
Exxon.  "We're  not  talking  billions," 
Rawl  replied.  He  may  have  been  a 
smart  oilman,  but  he  was  a  babe  in  the 
woods  so  far  as  litigation  goes.  Five 
years  later  the  total  bill  for  the  oil  spill 
is  almost  $9  billion,  or  $15,332  for 
every  man,  woman  and  child  in  Alas- 
ka. To  put  that  figure  in  context, 
consider  the  Amoco  Cadiz  tanker, 
which  grounded  off  the  coast  of 
France  in  March  1978  and  spilled  70 
million  gallons  of  oil,  more  than  six 
times  as  much  as  the  Exxon  Valdez.  In 
1992  the  U.S.  Court  of  Appeals  for 
the  Seventh  Circuit  upheld  an  earlier 
judgment  and  ordered  Amoco  Corp. 
to  pay  $230  million,  including  inter- 
est, in  damages.  Amoco,  which  was 
found  guilty  of  "'negligence,'"  paid 
the  money  but  paid  little  of  the  clean- 
up bill  and  never  a  penny  in  punitive 
damages. 

Last  month  a  jury  in  Anchorage 
handsomely  rewarded  the  plaintiffs 
and  their  lawyers  by  hitting  Exxon  yet 


again,  this  time  with  $5  billion  in 
punitive  damages.  That's  enough  to 
pay  for  Alaska's  entire  school  system, 
kindergarten  through  the  12th  grade, 
for  6V2  years.  And  it  comes  on  top  of 
$287  million  in  compensatory  dam- 
ages and  the  $1  billion  settlement 
with  the  government  (see  box,  p.  90). 
There's  so  much  money  available  that 
the  Exxon  Valdez  Oil  Spill  Trustees 
Council  has  been  set  up  to  divvy  out 
the  governments'  take.  This  year  the 
trustees  allocated  $1.5  million  to  help 
build  a  museum  on  Alaska's  Kodiak 
Island  devoted  to  the  culture  of  the 
Alutiiq  Indians.  One  project  proposal 
is  asking  for  $478,900  over  the  next 
two  years  to  gather  the  observations 
of  local  residents  affected  by  the  spill. 
Something  titled  "A  Tribute  to 
Prince  William  Sound"  wants 
$161,000  to  promote  tourism.  The 
city  of  Cordova  wants  $6.5  million  for 
a  new  city  hall. 

In  addition  to  all  these  boondog- 
gles, Exxon  poured  $2.1  billion  into 
the  state  to  clean  up  evidence  of  the 
spill.  In  the  summer  of  1989  Exxon 


paid  more  than  1 1 ,000  workers  base 
wages  of  $16.69  an  hour  to  wipe  off 
rocks,  hose  down  beaches  and  skim 
oil  off  the  water.  Anyone  with  a  boat 
could  earn  between  $1,500  and 
$5,000  a  day.  That  summer  fisherman 
Ross  Mullins  earned  $200,000  in 
three  months  by  putting  out  booms 
to  keep  the  oil  from  spreading.  His 
eldest  son  earned  another  $45,000  as 
crew  on  Mullins'  boat.  They  would 
have  made  more,  but  Mullins,  con- 
cerned that  this  work  would  be  held 
against  him  in  the  lawsuit  he  was  filing 
against  Exxon,  went  back  to  fishing  at 
the  beginning  of  luly. 

"I  think  it  is  a  case  of  the  jury  not 
appreciating  what  $5  billion  means," 
Patrick  Lynch,  a  lead  attorney  for 
Exxon,  told  the  press  after  the  jury  got 
the  latest  chunk  of  Exxon  flesh.  But 
listen  to  Nancy  Provost,  54,  a  retired 
factory  worker  who,  as  a  juror,  sat 
through  4V2  months  of  the  Exxon 
trial.  "Believe  me,"  she  says  between 
drags  of  her  More  cigarette.  "We 
understood  what  $5  billion  was.  Our 
job  was  to  make  sure  they'd  never  do 
it  again."  On  the  first  day  of  delibera- 
tions one  juror  suggested  $1  in  puni- 
tive damages,  two  others  suggested 
$20  billion.  Provost  began  at  $861 
million,  three  times  compensatory 
damages.  How  can  such  an  arbitrary 
system  work?  "In  some  ways  it  was 
like  a  poker  game.  Wondering  who 
was  going  to  move  up  and  guessing 
when  someone  would  come  down," 
explains  juror  lanette  Garrison,  46,  a 
teacher's  aid  at  an  elementary  school. 
"I  think  Exxon  ought  to  count  its 
blessings,  because  when  you  have  a 
range  up  to  $20  billion,  what's  $5 
billion?" 

"The  question  is  how  much  does  it 
take  to  sting  the  hand  of  this  con- 
scienceless entity?"  says  David  Oest- 
ing,  co-lead  counsel  for  the  plaintiffs 
and  a  lawyer  with  Seattle's  Davis 
Wright  Tremaine.  His  faced  flushed, 
Oesting  adds  dramatically:  "Prince 
William  Sound  was  a  virgin  and  they 
raped  her." 

Of  course,  the  real  rape  victims  are 
Exxon's  shareholders,  the  majority 
regular  working  people  who  depend 
on  Exxon's  stable,  secure  dividend 
checks;  60%  to  70%  of  Exxon  stock 
belongs  to  individuals  rather  than  in- 
stitutions. After  tax  deductions,  Ex- 
xon is  already  out  about  $2.5  billion, 
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Exxon 


How  quickly  it  all  adds  up 

Here,  in  chronological  order,  is  what  Exxon  has  spent 
or  has  been  ordered  to  pay: 

■  $15  million  to  the  federal  government  for  studies  to  assess  damages 
to  the  environment 

■  $304  million  in  voluntary  payments  to  fishermen  and  fish  processors 

■  $2.1  billion  on  cleaning  up  the  spill 

■  $1  billion  to  the  state  and  federal  governments  to  settle 
civil  and  criminal  claims 

■  $20  million  to  native  Alaskans  to  settle  damages  to  food  harvests 

■  $287  million  in  compensatory  damages  to  fishermen 

■  $5  billion  in  punitive  damages 

■  $9.6  million  to  six  native  corporations  and  Kodiak  Island  Borough 
for  damages  to  land  and  archeological  sites 

Here  is  what  Alyeska  Pipeline  Service  Co.,  the  company  that  operates 
the  Trans-Alaska  pipeline,  has  spent  (Exxon  owns  20%  of  Alyeska): 

■  $32  million  to  settle  state  and  federal  government  claims 

■  $98  million  to  setde  claims  from  fishermen,  processors,  natives,  landowners,  etc. 

Still  outstanding  is  a  claim  in  federal  court  that  combines  some  $300  million 
in  damages  to  cannery  workers,  private  land  owners,  municipalities,  business 
owners  and  fish  hatcheries.  Then  there's  a  suit  thrown  out  of  federal  court  but 
now  on  appeal  that  claims  $200  million  in  cultural  damages  to  native  Alaskans. 
Exxon,  meanwhile,  is  appealing  the  punitive  damage  verdict.  -N.M. 


$2  a  share.  The  punitive  damages 
could  cost  another  $4  a  share.  There's 
that  much  less  in  assets  to  back  the 
pensions  of  possibly  millions  of 
people. 

The  winning  lottery  tickets  were 
held  by  some  15,000  plaintiffs,  in- 
cluding Ross  Mullins.  They  stand  to 
take  home  an  average  of  $253,000 
just  from  the  punitive  damage  verdict. 
Exxon  executives  suffered  a  lot  of 
angst  but  weren't  hurt  financially. 
Then  chief  executive  Lawrence  Rawl 
and  President  Lee  Raymond  earned 
bonuses  the  year  of  the  oil  spill  and 
Raymond  was  promoted  to  chief  ex- 
ecutive in  1993,  when  Rawl  took 
mandatory  retirement. 

But  the  biggest  individual  winners 
are  the  lawyers  from  some  60  firms 
who  have  probably  earned  over  $100 
million  in  fees  already.  On  Sept.  16, 
moments  after  the  punitive  damages 
were  announced — worth  maybe  an- 
other $1 .2  billion  in  lawyers'  fees — an 
attorney  for  the  plaintiffs  left  this  mes- 
sage on  a  Forbes  reporter's  telephone 
answering  machine.  "We  got  $5  bil- 
lion!" he  yelled.  "We're  partying 
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accepted  277  luxury  hotels  and  resorts 
in  63  countries  with  one  singular 
commitment -to  anticipate  our  guest's 
every  need.  It's  a  commitment  upheld  by 
hours  of  inspection -and  reinspection-all 
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Don't  CeaVe  Home 
Without  It? 


By  expecting  the  unexpected 
we  are  financially  stronger  than  ever. 


Events  of  the  last  several  years  have 
been  tough  on  some  reinsurers. 
Since  1982,  more  have  left  the  business 
than  remain.  Now  clients  are  seeking 
those  reinsurers  with  the  financial 
strength  to  offer  stable  capacity 
regardless  of  market  conditions. 

American  Re  has  a  balance  sheet 
that  is  stronger  than  ever.  This  is  a 
result  of  expert  underwriting  and  a 
sound,  consistent  business  strategy 
that  does  not  depend  on  underwriting 
cycles  or  a  flashy  investment  portfolio. 
In  fact,  we  are  one  of  only  three  U.S. 
reinsurers  that  shows  a  statutory 
surplus  of  more  than  $1  billion.  And 
our  A.M.  Best  rating  is  A+  (Superior). 


American  Re  is  a  direct  writer,  with 
77  years  of  professional  reinsurance 
experience.  We  bring  specialists  with 
a  broad  range  of  expertise  directly  to 
our  clients.  By  performing  detailed, 
multi-disciplined,  front-end  screening 
of  business  opportunities,  we  assure 
that  our  program  meets  the  client's 
needs  and  that  our  price  accurately 
reflects  the  client's  exposure,  pricing 
and  loss  experience  —  not  the 
market's.  Because  of  our  expertise, 
both  insurers  and  non-insurers 
routinely  hire  us  to  consult  and  perform 
due  diligence  on  their  operations. 
And  with  27  offices  worldwide, 
our  business  opportunities  are 


geographically  diverse,  enabling  us 
to  maximize  our  potential  for 
profitable  growth  in  selected  markets. 

At  American  Re,  we  make  it  our  busi- 
ness to  be  prepared  for  whatever  may 
happen.  That  means  better  results  for  us 
and  for  our  clients.  For  more  information 
about  how  American  Re  is  redefining 
reinsurance,  call  us  at  (609)  243-4684. 
American  Re-Insurance  Company  is 
the  principal  operating  subsidiary  of 
American  Re  Corporation,  which  is 
listed  as  ARN  on  the  NYSE. 


AMERICAN 

RE-INSURANCE  COMPANY 


555  College  Road  East.  Princeton,  NJ  08543-5241 


Atlanta.  Bermuda,  Bogota,  Boston,  Brussels,  Cairo,  Chicago,  Columbus,  Dallas,  Hartford,  Kansas  City,  London,  Los  Angeles,  Melbourne,  Mexico  City 
Minneapolis,  Montreal,  New  York,  Philadelphia,  Princeton,  San  Francisco,  Santiago,  Singapore,  Sydney,  Tokyo.  Toronto,  Vienna 


ON  THE  DOCKET 


A  routine  licensing  agreement  has  been 
challenged  by  the  Justice  Department 
in  a  precedent-setting  move.  Must  big 
companies  "share"  their  patents  with  everyone? 

Eroding 
patent  rights 


By  Brigid  McMenamin 


If  you  hold  a  patent  on  a  product  or 
a  piece  of  intellectual  property,  you 
are  free  to  license  it  to  anyone  you 
please,  right?  After  all,  patents  are 
designed  to  promote  innovation;  to 
dilute  the  patent  holder's  right  to 
control  the  use  of  his  property  could 
diminish  the  value  of  the  patent. 

Don't  be  too  sure. 

Our  story  begins  in  Germany  back 
in  1985.  After  years  of  research,  Ger- 
many's giant  (1993  sales,  $25  billion) 
chemical  company  Bayer  AG  came  up 
with  a  new  insecticide  for  home  use. 
Bayer  called  it  cyfluthrin. 

Eyeing  the  $450  million  U.S.  mar- 
ket for  bug  killers,  Bayer  decided  to 
market  cyfluthrin  here.  Nearly  three 
whs  later  the  Environmental  Protec- 
tion Agency  hadn't  decided  if  cy- 
fluthrin was  safe.  So  Bayer  agreed  in 
1988  to  license  the  product  to  Ra- 
cine, Wis. -based  S.C.  Johnson  & 


Son,  producers  of  Raid  and  other 
household  products. 

It  seemed  like  a  good  deal  for  both 
companies:  Johnson  would  get  a  new 
product  to  sell.  Bayer  would  pass  the 
burden  of  battling  the  EPA  and 
launching  a  new  brand  to  Johnson, 
and  collect  a  minimum  of  $5.2  mil- 
lion a  year  or  5%  of  cyfluthrin's  U.S. 
sales  (whichever  was  greater). 

But  Bayer  and  Johnson  had  forgot- 
ten about  our  litigious  society  and 
about  hungry  trial  lawyers.  Last  year 
four  Chicago  lawyers  brought  a  class 
action  suit,  claiming  the  licensing  deal 
unfairly  gave  Johnson  a  lock  on  the 
insecticide  market. 

Lawyers  for  Bayer  and  Johnson  fig- 
ured it  would  be  a  good  idea  to  let  the 
U.S.  Department  of  Justice  know 
about  the  odd  suit.  Just  a  precaution. 
They  did  so  last  year.  Bad  move. 

Pouncing  on  the  suit  like  a  piece  of 


raw  meat,  the  Justice  Department's 
new  antitrust  cop,  Anne  K.  Binga- 
man,  a  former  Washington  antitrust 
litigator,  branded  the  licensing  agree- 
ment anticompetitive:  Bayer  must  of- 
fer cyfluthrin  to  Johnson's  competi- 
tors— on  better  terms  than  it  gave 
Johnson.  Do  it  or  we'll  sue. 

"The  cozy  arrangement  that  Bayer 
and  Johnson  maintained  is  unaccept- 
able in  a  highly  concentrated  mar- 
ket," said  Bingaman  in  a  statement 
after  the  two  companies  caved  in. 

Bayer  agreed  to  offer  licenses  for 
cyfluthrin  to  anyone  who  wants  it — 
on  better  terms  than  it  gets  from  its 
original  licensee.  In  effect,  Justice  is 
reducing  the  value  of  Bayer's  patent 
by  forcing  Bayer  to  license  it  at  a 
discount.  It's  also  giving  competitors 
a  free  ride  on  Johnson's  advertising. 

Johnson  must  notify  Justice  of  any 
future  exclusive  licenses  in  household 
insecticides.  And  if  they  involve  Bay- 
er, Justice  can  veto  them. 

Legal  experts  say  the  case  is  virtually 
unprecedented.  "It  really  attacks  tradi- 
tional licensing  practices,"  opines  Ken- 
neth Nunnenkamp,  a  Washington  law- 
yer who  specializes  in  intellectual- 
property  and  antitrust  law.  Justice 
normally  won't  challenge  a  business 
decision  to  stay  out  of  a  new  market  or 
grant  an  exclusive  license  unless  there's 
some  evidence  the  parties  intended  to 
unreasonably  restrain  competition. 
Says  Chicago  lawyer  Melvin  Jager, 
president  of  the  3,800-member  Li- 
censing Executives  Society:  "An  exclu- 
sive license  is  a  very  valuable  tool  to 
promote  intellectual  property  and  get  it 
out  into  the  marketplace." 

A  new  trend  may  have  started.  Jus- 
tice has  proposed  some  new  antitrust 
guidelines  for  intellectual-property  li- 
censing and  acquisition  agreements 
that  suggest  more  Bayer- like  cases 
may  lie  ahead.  Thirty  new  lawyers  and 
62  paralegals  have  been  hired  for  the 
antitrust  division. 

Will  these  legal  eagles  chip  away 
further  at  licensing  rights  and  patent 
protection?  Justice's  Bingaman  de- 
nies any  such  grand  strategy.  She 
claims  she  simply  wants  to  spur  com- 
petition by  forcing  owners  of  intellec- 
tual property  to  share  it.  But  isn't 
forcing  people  to  "share"  their  dis- 
coveries another  abridgement  or 
property  rights  and  a  serious  weaken- 
ing of  patent  protection?  Bl 
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Every  risk  deserves 
a  second  look. 


Before  you  say  yes  or  no  to  any  risk,  look  it 
carefully  up  and  down. 

Suppose  you're  making  a  cross-border 
acquisition.  Buying  a  piece  of  a  firm  like  yours. 
Strategically,  the  risk  is  positive:  larger  market 
share,  R&D  synergies,  all  that. 

But  financially,  the  acquisition  could  burn 
you.  A  tumble  in  the  stock  market  where  your 
acquisition's  stock  trades  could  turn  your  new  asset 
into  a  stinging  liability. 

That's  a  risk  you  want  to  avoid.  Like  our 


client,  a  European  pharmaceutical  giant  will.  For 
them,  we  have  devised  a  complex  long-range  struc- 
ture which  will  wash  price-  risk  right  out  of  the 
Asian  stock  market  involved. 

Our  whole  business  is  built  on  managing 
global  risk  like  this. 

We'll  help  you  take  that  crucial  second  look 
at  risk.  Accept  or  reject  it.  And  profit  either  way. 

□  Bankers  Trust 

LEAH    FROM  STRENGTH. 


"Sentimentality  is  not  something  you  expect  in  a  finan- 
cial controller.  Yet  whenever  I  see  our  corporate  logo, 
I  feel  it's  welcoming  me  into  the  family.  It's  based  on  an 
old  Creek  sculpture  and  perhaps  that  makes  it  special  to 


me.  We  Creeks  really  value  that  good  old  family  fee  rules 
At  other  multinationals  I  worked  for,  headquartei  mrap 
seemed  very  distant.  As  if  all  they  were  interest 
were  my  balance  sheets.  At  Akzo  Nobel  I  feel  I  b 


Akzo  Nobei  is  one  of  the  world's  leading  companies  in  selected  areas  of  chemicals,  coatings,  health  care  products  and 
More  than  73,000  people,  active  in  50  countries  around  the  world,  make  up  the  Akzo  Nobel  workforce.  For  more  information,  wr 
call:  Corporate  Communications  Department/S1  1,  300  South  Riverside  Plaza,  Chicago,  II.  60606.  Phone  (312)  906-7500. 
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Maria  Kaffa,  Controller  of  Organon  and  Organon  Teknika,  Greece: 


ules  are  clearly  defined  but  give  a  lot  of  freedom.  I'm 
jraged  to  have  my  say  and  not  just  about  money 
ars.  Being  involved  beyond  the  call  of  duty  -  for  me 
>  a  crucial  element  in  creating  the  right  chemistry." 


CREATING  THE  RIGHT  CHEMISTRY 


Fritz  Ingram  was  a  bit  of  a  gambler. 
His  brother  Bronson  was  not. 
Though  they  started  equal, 
one  of  them  pulled  far  ahead. 

A  tale 

of  two  brothers 


By  Randall  Lane 

A  Chic  ago  COURTROOM, 
17  years  ago.  Bronson  In- 
gram, then  45,  and  his  old 
er  brother  Frederic  (Fritz) 
Ingram,  47,  are  in  the  dock, 
charged  with  authorizing 
$1.2  million  to  bribe  local 
pols  to  secure  a  $48  million 
sludge-hauling  contract  for 
their  Ingram  Corp.  William 
J.  Benton,  an  Ingram  vice 
president,  has  admitted 
making  payoffs  and  fin- 
gered the  Ingram  boys  to 
get  immunity.  Overseeing 
the  prosecution  has  been 
Samuel  Skinner,  later 
George  Bush's  Secretary  of 
Transportation  and  chief  of 
staff.  Bronson  Ingram  is 
represented  by  lames  Neal, 
the  former  Watergate  pros- 
ecutor, Fritz  Ingram  by 
Herbert  Miller,  one  of 
Richard  Nixon's  Watergate 
attorneys. 

On  Nov.  8, 1977  the  jury 
returns.  Bronson  is  acquitted  on  all 
charges.  Fritz  is  found  guilty  on  29 
counts  and  sentenced  to  four  years  in 
prison. 

What  to  do  with  Ingram  Corp.? 
With  its  barge-hauling  operations,  oil 
and  gas  pipeline  construction  compa- 
nies, trading  businesses,  an  outfit  that 
supplied  offshore  drilling  rigs  and  a 
tiny  distributor  of  school  textbooks, 
Ingram  Corp.  at  the  time  had  reve- 
nues of  around  $1  billion,  making  it 
one  of  the  country's  largest  privately 
owned  companies  (Forbes,  Nov.  1, 
1976).  The  brothers  had  built  Ingram 


An  Ingram 
Industries  barge 
outside  Nashville 
After  his 
brother's 
conviction, 
Bronson  got  the 
unglamorous 
barge  and  book 
distribution 
businesses. 


Bronson  Ingram 
Tennessee's 
only  billionaire. 


Corp.  from  a  small  barge  company 
they  inherited  when  their  father  died 
in  1963.  But  while  their  inheritances 
and  ambitions  were  similar,  their  ap- 
proaches to  business  were  not.  Fritz 
Ingram,  who  operated  from  New  Or- 
leans, liked  taking  big  risks.  Bronson 
worked  from  Nashville  and  was  much 
more  conservative. 

"I  lost  my  taste  for  taking  my  bets 
in  the  oil  business,"  says  Bronson, 
recalling  a  huge  bet  he  and  his  brother 
took  on  an  oil  refinery  in  the  mid- 
1970s  and  nearly  lost.  "I'd  rather  run 
something  you  can  build  in  a  reason 


able  manner." 

With  Fritz's  prison  sentence  pend- 
ing, Bronson  suggested  dividing  up 
Ingram  Corp.'s  assets.  He  asked  for 
the  unglamorous  book  distribution 
and  barge  businesses.  Fine,  said  Fritz, 
who  wanted  the  energy  operations, 
including  Tampimex,  a  fast-growing 
London- based  oil  trading  firm  ac- 
quired  in  1974.  "'Once  we  deter- 
mined that,  it  wasn't  particularly  diffi- 
cult," says  Bronson,  who  spun  off  his 
holdings  under  a  new  company  called 
Ingram  Industries. 

On  his  own  Bronson  proved  him 
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self  an  exceptionally  astute  business- 
man. Sales  from  the  barge  business 
have  more  than  quadrupled  since 
1978,  to  about  $250  million,  and  net 
profits  are  around  $30  million.  In- 
gram also  has  built  up  a  sand-dredg- 
ing business,  as  well  as  smallish  insur- 
ance and  drilling  equipment  firms. 

But  Ingram  threw  most  of  his  ener- 
gies into  Ingram  Book  Co.,  which 
distributed  to  schools  and  libraries  in 
Tennessee.  Ingram  had  bought  a  half 
interest  in  the  then-tiny  textbook  dis- 
tributor in  1964  for  $375,000;  he- 
bought  out  his  partner  a  few  years 


later.  To  run  the  company  he  brought 
in  Harry  Hoffman,  who  would  later 
become  chief  executive  officer  of 
Waldenbooks. 

Hoffman  quickly  moved  Ingram 
Book  into  textbook  distribution  in 
other  states,  and  into  wholesaling 
general  trade  books  to  retail  book- 
stores. The  big  breakthrough  came  in 
1972  with  a  little  innovation  called 
microfiche.  By  renting  microfiche 
readers  to  stores  and  shipping  updated 
microfiche  weekly,  retailers  could  sud- 
denly see  what  books  Ingram  carried 
and  how  many  were  available  to  order. 


By  1980  the  book  business  was 
grossing  nearly  $100  million  a  year. 
Ingram  began  wondering  what  other 
products  he  could  sell  to  his  book- 
store customers.  He  began  offering 
videogames  and  videocassettes,  then 
computer  software  and  books-on- 
tape.  But  these  products  were  in  their 
infancy,  and  Ingram  wasn't  sure  how 
much  capital  to  commit.  "We  sold 
just  enough  to  get  in  without  being 
able  to  get  out,  and  not  enough  to 
make  any  money,"  Ingram  recalls. 

That  began  to  change  as  computer 
software  and  videocassette  sales  grew 
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ram  Industries 


Fritz  Ingram  (right)  leaving  a  Chicago  courtroom  in  1977 

A  lawyer  termed  the  brothers  "two  very  different  human  beings."  The  jury  agreed. 


large  enough  to  support  specialized 
retail  chains  of  their  own — Block- 
buster Video,  for  example,  and  Egg- 
head Software,  both  of  which  became 
big  Ingram  customers.  Ingram  dis- 
covered that  being  the  middleman  is 
pretty  similar,  whether  the  product  is 
books  or  computer  software.  As  Phil- 
ip Pfeffer,  Ingram's  distribution 
group  chairman,  puts  it:  "A  box  is  a 
box."  Ingram  already  had  a  team 
experienced  in  wholesaling  and  a  fan- 
cy computer  system  that  controlled 
inventory. 

As  book  and  nonbook  sales  surged 
past  $500  million  in  1984,  Ingram 
leaped  into  a  new  distribution  busi- 
ness, wholesaling  computer  hardware. 
In  1985  it  bought  a  controlling  inter- 
est in  Micro  D  Inc.,  a  publicly  traded 
computer  wholesaler.  The  acquisition 
helped  push  Ingram's  distribution  rev- 
enues to  $2.7  billion  by  1990. 

Today,  16  years  after  the  Ingram 
boys  went  their  separate  ways,  Ingram 
Industries'  distribution  operation 
grosses  $5.7  billion.  Computer  hard- 
ware sales  account  for  $2.4  billion  of 
the  total  and  software  for  $1 .6  billion 
(big  accounts  include  Computer  City 
and  Micro  Warehouse);  books  for 


another  $900  million  (to  Barnes  & 
Noble,  Waldenbooks  and  Crown 
Books);  and  videocassettes  (to  Block- 
buster, Safeway  and  Best  Buy  Co. )  for 
$800  million.  Ingram  is  the  leading 
independent  distributor  in  each  of 
those  markets. 

Last  year  Ingram  Industries  proba- 
bly earned  over  $  1 50  million,  on  reve- 
nues of  $6.1  billion.  Sales  and  earn- 
ings are  expected  to  jump  another 
30%  this  year.  Still  wary  of  too  much 
debt,  Ingram  has  financed  this 
growth  mostly  through  cash  flow. 
Bronson  Ingram  owns  80%  of  Ingram 
Industries  (top  executives  and  the 
company  401  (k)  own  the  remaining 
20%),  a  holding  worth  over  $1.3  bil- 
lion by  Forbes'  estimates. 

Now  Tennessee's  only  billionaire, 
Ingram  is  also  one  of  its  most  influen- 
tial citizens.  He  chairs  Vanderbilt  Un- 
iversity's board  of  trustees,  heads  the 
regional  transportation  authority  and 
is  close  to  the  state's  leading  politi- 
cians. An  avid  golfer,  he's  close  friends 
with  Arnold  Palmer  and  serves  on  the 
Masters  tournament  scoring  commit- 
tee. Wife  Martha  is  the  grande  dame 
of  Nashville's  social  and  performing 
arts  scene. 


All  this  is  quite  a  contrast 
to  brother  Fritz  Ingram's 
sad  story.  After  the  last  of 
his  appeals  failed  in  1979, 
Fritz  served  16  months  of  a 
four-year  prison  term.  The 
brothers'  powerful  friends 
lobbied  for  his  release,  and 
Jimmy  Carter  commuted 
his  sentence.  Released  from 
a  federal  penitentiary  in 
1981,  Fritz  Ingram  re- 
nounced his  U.S.  citizen- 
ship, took  an  Irish  passport 
and  established  parent 
companies  for  Ingram 
Corp.  in  both  Monaco  and 
Panama. 

Briefly  he  prospered.  In- 
gram    Corp.'s  revenues 
topped  $5  billion  a  year  in 
the  early  1980s,  though 
much  of  that  huge  volume 
was  in  extremely  narrow- 
margined      oil  trading 
through  Tampimex.  As  en- 
ergy markets  foundered  af- 
ter 1982,  however,  Tampi- 
mex began  betting  big — 
and     wrong — on  crude 
prices.  Former  Ingram  Corp.  officials 
put  trading  losses  for  1983  and  1984 
together  at  about  $50  million.  Oil 
drilling  ventures  Fritz  invested  in 
turned  up  nothing.  Notes  a  former 
Ingram  Corp.  executive:  "When  you 
plow  $50  million  into  dry  holes  and 
you  lose  another  $50  million  or  $60 
million  trading,  it  doesn't  take  long  to 
empty  your  jeans." 

In  1984  Ingram  Corp.  defaulted 
on  loans  totaling  $54  million  and 
First  Chicago  began  seizing  and  liqui- 
dating assets.  By  1987  Ingram  Corp. 
was  little  more  than  an  empty  shell. 

Now  64  and  still  an  Irish  citizen, 
Fritz  Ingram  splits  his  time  between  a 
home  in  Beverly  Hills  and  trips 
abroad.  He  still  brokers  an  occasional 
energy  deal,  but  nothing  big.  He 
declined  to  be  interviewed  for  this 
article. 

When  the  brothers  were  on  trial  in 
Chicago  in  1977,  Bronson  Ingram's 
lawyer  James  Neal  stressed  to  the  jury 
how  unlike  each  other  the  two  broth- 
ers were.  "They  are  two  very  different 
human  beings,"  Neal  emphasized 
during  closing  arguments.  At  the  time 
no  one  had  any  idea  how  right  that 
assessment  was.  H 
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Because  of  a  few  highly  publicized  losses,  politicians 
want  to  regulate  derivatives.  Have  they  forgotten 
what  happened  to  the  "regulated"  S&Ls? 
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racket 
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Since  World  War  II,  a  great  deal  of 
economic  mischief  has  been  per- 
formed in  the  name  of  the  market 
failure  paradigm.  According  to  this 
theory,  markets  often  fail  to  perform 
their  functions.  They  don't  clear 
properly.  They  need  prodding.  Guess 
who  should  step  in.  You  got  it.  The 
politicians. 

Trouble  with  this  procedure  is  that 
it  assumes  that  while  markets  are  falli- 
ble, governments  are  infallible.  As  we 
all  know,  governments  are  not  only 
fallible  but  positively  accident-prone, 
their  actions  frequently  setting  off 
trains  of  unintended  consequences. 

Nevertheless,  the  market  failure 
paradigm  comes  in  handy  for  politi- 
cians looking  for  headlines  and  for 
problems  they  can  seem  to  be  doing 
something  about.  Big  trading  losses 
reported  by  Metallgesellschaft, 
Procter  &  Gamble,  Air  Products, 
Gibson  Greeting  Cards  and  Piper  Jaf- 
fray  have  made  the  news  and  thus 
attracted  political  attention. 

Journalists  tend  to  report  such 
losses  as  proof  that  derivatives  are  a 
threat  to  the  republic.  They  ignore 
the  fact  that  many  of  these  losses  were 


just  the  result  of  bad  judgment.  In  my 
column  of  Sept.  26, 1  pointed  out  that 
the  Metallgesellschaft  fiasco  was  more 
the  result  of  panicky  management 
than  of  market  reverses.  Recent  re- 
ports have  confirmed  my  view. 

But  never  mind.  In  May  Represen- 
tatives Henry  Gonzalez  (D-Tex.)  and 
James  Leach  (R-Ia.)  introduced  the 
Derivatives  Safety  &  Soundness  Su- 
pervision Act,  which  would  impose 
oversight  and  regulations  on  banking 
institutions  that  use  derivatives.  In- 
deed, a  depositor}'  institution  could 
be  deemed  "unsafe  and  unsound"  if  a 
sufficient  number  of  its  directors 
failed  to  possess  derivatives  expertise. 

To  appreciate  the  compliance  cost 
burden  of  the  proposed  law,  just  con- 
sider its  suitability  requirement.  It 
would  prohibit  banks  from  recom- 
mending or  engaging  in  derivatives 
transactions  if  they  have  "reason  to 
believe"  the  transactions  are  inappro- 
priate for  their  counterparties.  How's 
that  one  for  a  full-employment  gener- 
ator for  lawyers  and  regulators? 

The  Senate  was  unlikely  to  leave  a 
good  thing  to  the  House.  Sure 
enough,  in  May  Senators  Brian  Dor- 
gan  (D-S.D.)  and  Barbara  Mikulski 
(D-Md.)  introduced  the  Derivatives 
Limitations  Act.  This  would  virtually 
prohibit  the  use  of  derivatives  by 
banks  except  for  hedging. 

Then  Senator  Donald  Riegle 
(D-Mich.)  introduced  the  Deriva- 
tives Supervision  Act  in  July.  His  pro- 
posal wraps  together  most  of  the  pro- 
posed regulations  contained  in  the 
Gonzalez-Leach  bill  and  the  Dorgan- 
Mikulski  bill.  But  Riegle  would  also 
prohibit  counterparties  to  failed 
banks  from  terminating  their  deriva- 
tives contracts  until  5  p.m.  on  the 


business  day  following  a  bank  failure. 
During  that  interval  the  FDIC  may 
transfer  the  derivatives  to  another  in- 
stitution of  its  choosing  or  repudiate 
the  contracts.  This  discretionary  au- 
thority will  increase  the  uncertainty 
and  market  volatility  surrounding  a 
bank  failure. 

Shortly  after  the  introduction  of 
Regie's  bill,  Representative  Edward 
Markey  (D-Mass.)  got  into  the  act 
with  legislation  that  would  vastly  ex- 
pand the  jurisdiction  of  the  SEC 
over  derivatives. 

The  proponents  of  the  new  deriva- 
tives regulations  have  never  demon- 
strated that  market  failure  has  oc- 
curred in  the  derivatives  markets.  Yes, 
people  have  lost  money,  lots  of  it,  but 
losing  money  hardly  qualifies  as  a 
market  failure. 

Instead  of  reducing  risks,  the  pro- 
posed regulations  would  impose  new 
regulatory  costs  and  risks  on  market 
participants.  By  their  very  nature, 
many  derivatives  contracts  are  highly 
specific,  customized  products.  In 
contrast,  statutory  regulations  are 
general  and  vague.  Attempting  to  leg- 
islate the  regulation  of  products  as 
complex  as  derivatives  is  rather  like 
instructing  a  child  to  insert  a  square 
peg  into  a  round  hole.  Despite  the 
futility,  an  obedient  child  will  try  to 
make  the  peg  fit,  often  with  disastrous 
consequences  for  the  peg.  Remem- 
ber, too,  that  the  regulating  will  be 
carried  out  by  people  who  know  little 
about  these  complex  instruments. 

Unfortunately,  any  problems  aris- 
ing from  new  legislation  and  regula- 
tion will  not  result  in  a  rollback  of  the 
misguided  regulations.  Instead,  mar- 
ket failure  proponents  will  point  at  the 
new  problems  as  further  evidence  of 
market  failure,  and  cries  for  more 
regulations  will  be  heard. 

Leave  derivatives  alone,  fellows. 
Derivatives  are  functioning  well  and 
bringing  new  flexibility  and  scope  to 
financial  markets.  Clumsy  regulation 
imposed  by  people  who  don't  under- 
stand the  markets  will  simply  drive  the 
derivatives  business  out  of  the  U.S.  to 
less-regulated  shores,  decreasing 
competition  and  raising  the  costs  of 
risk  management  in  America.  We've 
heard  too  much  about  the  market 
failure  paradigm.  How  about  a  regu- 
latory failure  paradigm?  There's  evi- 
dence aplenty  for  that  one.  BH 
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Does  your  estate  plan  include  bequests  to  charities? 
Make  them  from  an  IRA. 

Doing  well 
by  doing  good 


Say  you're  planning  your  estate  of 
more  than  $600,000  and  want  to 
include  a  $10,000  girt  to  a  charity  at 
your  death.  Do  you  make  the  bequest 
in  the  form  of  (a)  cash;  (b)  appreciated 
shares  of  stock;  (c)  a  portion  of  your 
Individual  Retirement  Account;  or 
(d)  a  $10,000  life  insurance  policy 
that  you  own? 

Although  few  taxpayers  know  it, 
the  correct  answer  is  usually  (c) — 
leave  a  portion  of  your  IRA  to  the 
charity.  "It  is  nearly  always  the  most 
effective  way  to  make  a  charitable 
bequest,"'  says  attorney  Michel  Kap- 
lan of  Sherrard  &  Roe  in  Nashville. 

Why?  Because  an  IR\  donation  at 
death  avoids  the  taxman's  net  two 
ways.  The  first  is  that  your  estate  gets  a 
charitable  deduction  for  the  gift, 
which  reduces  your  taxable  estate. 

The  same  would  hold  true  for  a 
cash  bequest  or  a  gift  of  stock  or 
insurance  proceeds,  of  course.  But 
there's  a  second  benefit  to  donating 
IRA  money:  The  IRA  payout  is  exempt 
from  income  tax,  as  well.  If  you  be- 
queath cash  to  the  charity  and  the  IRA 


to  relatives,  your  heirs  will  owe  both 
income  and  estate  tax  on  the  IRA 
payouts.  True,  they  can  claim  an  in- 
come tax  deduction  for  the  estate  tax 
paid,  but  this  deduction  does  not 
eliminate  the  double  tax  burden. 

Don't  you  get  a  double  tax  benefit 
by  bequeathing  appreciated  stock  to  a 
charity?  Yes  and  no.  Yes,  in  that  this 
gift  allows  you  to  escape  both  income 
tax  on  the  appreciation  and  estate  tax 
on  the  stock's  value.  But  this  does  not 
make  the  stock  bequest  a  good  move 
if  you  also  have  taxable  heirs  in  your 
will,  because  they  would  also  escape 
income  tax  on  the  appreciation.  Thus, 
leaving  the  IRA  to  charity  is  the  only 
way  to  get  a  double  tax  benefit  you 
wouldn't  otherwise  have. 

To  see  how  an  IRA  bequest  can 
work  in  your  favor,  consider  this  hy- 
pothetical example.  Mr.  Rich  is  a  sin- 
gle taxpayer  with  a  $1  million  estate, 
half  in  stock  bought  for  a  fraction  of 
its  present  value  and  half  in  an  [RA.  He 
wants  to  split  his  $1  million  between 
his  college  and  a  child. 

Whatever  he  does,  no  estate  tax  will 


be  due  because  the  $500,000  charita- 
ble bequest  reduces  the  estate  below 
the  $600,000  level  at  which  that  tax 
kicks  in.  But  if  Rich  leaves  the  IRA  to 
the  college  and  the  stock  to  the  child, 
the  child  has  no  income  tax  to  pay. 

If  Rich  does  the  opposite,  howev- 
er— leaves  the  stock  to  the  college  and 
the  IRA  to  the  child — income  tax  will 
be  due  on  the  IRA.  Depending  on  how 
the  will  and  the  IRA  documents  are 
written,  the  child  may  eventually  de- 
clare the  IRA  payout  as  taxable  income 
of  his  own,  or,  alternatively,  the  estate 
may  have  to  report  the  income  and 
pay  income  tax.  Either  way,  the  Inter- 
nal Revenue  Service  pockets  some  of 
Rich's  money — as  much  as  $200,000. 

Leaving  an  IRA  to  charity  isn't  the 
only  way  to  get  a  double  tax  benefit 
from  a  donation,  of  course.  A  simpler 
way  is  to  give  away  money  while  you 
are  alive.  If  you  hand  over  $10,000  of 
your  dividend  income  to  a  charity,  the 
money  won't  be  exposed  either  to 
income  or  estate  tax.  This  can  make  a 
lot  of  sense. 

But  there  are  drawbacks,  such  as 
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TAXING  MATTERS 


the  annual  limits  on  income  tax  de- 
ductions you  can  take  for  donations. 
And  if  you  are  merely  prosperous  but 
not  a  member  of  The  Forbes  Four 
Hundred,  you  may  outlive  your  sav- 
ings and  wish  you  hadn't  been  so 
generous.  So  there  are  several  reasons 
why  you  may  do  most  of  your  giving 
at  death.  If  so,  it  behooves  you  to 
check  out  the  opportunities  offered 
by  iras. 

This  column  has  also  called  atten- 
tion to  the  tax-sheltering  powers  of 
iras  left  to  relatives  (Forbes,  June  21, 
1993  and  June  20,  1994).  The  idea 
there  is  to  set  up  the  IRA  so  that  it 
offers  tax-sheltered  compounding  of 
investment  income  for  many  years 
after  your  death. 

Now  which  is  better:  the  double  tax 
avoidance  of  the  IRA  donation  or  the 
long-lasting  shelter  of  the  IRA  left  to 
young  heirs?  There's  no  simple  for- 
mula. If  the  heirs  would  cash  out  the 
IRA  within  a  few  years,  you  are  almost 
always  better  off  using  the  IRA  for  the 
charitable  bequest  and  leaving  other 
property  to  heirs.  If  the  heirs  can  keep 
the  IRA  percolating  for  decades,  the 
reverse  may  conceivably  be  true.  The 
best  rule  of  thumb  is  to  use  iRAs  for 
charitable  bequests. 

Another  important  advantage  to 
using  the  IRA  for  charity  is  that  this 
bequest  can  be  set  up  at  any  time.  In 
contrast,  in  order  to  work  as  a  long- 
term  shelter,  the  IRA  with  a  child  or 
grandchild  as  beneficiary  has  to  be  set 
up  by  the  time  you  are  71  or  so.  (More 
precisely:  The  deadline  is  Apr.  1  of  the 
year  following  the  calendar  year  in 
which  you  turn  70V2.) 

The  chief  disadvantage  of  going 
this  route  involves  distributions  from 
the  IRA  while  you  are  alive.  Your 
minimum  withdrawals  from  the  IRA 
are  likely  to  be  far  higher  than  if  you 
choose  a  person  as  beneficiary.  That's 
because  a  charity  is  deemed  to  have  no 
life  span. 

But  there  are  ways  of  coping.  One, 
if  you  have  a  relative  or  friend  who  can 
be  trusted,  is  to  make  that  person  the 
primary  heir  and  the  charity  the  sec- 
ondary one.  At  your  death  that  person 
then  disclaims  on  the  charity's  behalf. 
"This  tactic  also  makes  sense  if  you 
want  that  person  to  have  access  to  the 
money  if  needed,"  says  Seymour 
Goldberg,  an  attorney  and  IRA  expert 
in  Garden  City,  N.Y. 


Another  is  to  break  a  single  IRA  into 
several  different  pieces  before  you 
reach  that  Apr.  1  deadline  when  you 
are  just  over  70.  Fach  piece  should  go 
into  a  separate  account  with  a  differ- 
ent beneficiary:  for  example, 
$200,000  for  your  wife,  $10,000  for 
your  grandchild  and  $10,000  to  your 
college.  The  shorter  distribution  rate 
on  the  charity's  account  won't  accel- 
erate the  minimum  withdrawals  from 
the  other  accounts.  And  the  com- 
bined minimum  distribution  can  be 
taken  from  any  IRA  you  choose. 

There  are  other  caveats.  If  you  do 
set  up  an  IRA  bequest,  monitor  it  to 
make  sure  you  don't  wind  up  giving 


Beware  the  15%  pension 
surtax  Congress  has  levied  on 
those  who  save  too  well. 
It  tends  to  hit  people  who 
die  with  over  $1  million 
in  retirement  plans,  and  you 
get  no  break  for  a 
charitable  gift  of  your  IRA. 


more  or  less  than  you  want.  So  if  you 
put  the  $10,000  IRA  in  an  investment 
that  either  takes  off  or  hits  bottom, 
make  an  adjustment. 

Finally,  beware  the  15%  pension 
surtax  Congress  has  levied  on  those 
who  save  too  well.  You  owe  the 
surtax  if  you  take  out  too  much  from 
an  IRA  while  alive,  and  your  estate 
owes  surtax  if  there  is  a  lot  left  in 
your  iras  when  you  die.  The  formula 
is  very  complicated;  in  general,  the 
surtax  tends  to  hit  people  who  die 
with  more  than  $1  million  in  tax- 
sheltered  retirement  plans.  You  can't 
avoid  the  surtax  by  the  way  you  leave 
IRAs  to  heirs,  although  your  spouse 
can  defer  it  until  he  or  she  dies.  And 
you  don't  get  any  break  from  the 
surtax  for  a  charitable  contribution 
of  your  IRA. 

If  you  are  affected  and  plan  to 
leave  most  of  your  IRA  to  a  spouse, 
get  good  professional  advice.  In 
these  circumstances  a  charitable  IRA 
donation  could  have  adverse  side 
effects.  -L.S.  W 
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From  the  Managers  of  America's  First  International  Fund 


rlobal  investing}  Scudderis  the  first  name  I  think  of. 


udder  has  been  helping  people  like  you  find  investment  opportunities 
road  for  over  40  years  —  since  we  started  America's  first  international 
ad  in  1953.  So  if  you're  looking  to  diversify  overseas,  Scudder's  exper- 
;e  can  help  you  manage  the  risks  inherent  in  foreign  markets,  such 
currency-exchange  and  share-price  fluctuation.  For  help  choosing  a 
udder  pure-no  load  ™  international  fund,  call  today. 

-800-225-2470  ext.7657 
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of  serving  investors 


torningstar  proprietary  ratings  reflect  historical  risk-adjusted  performance  as  of  5/31/94  and  are  subject  to  change  every  month.  The  latings  are  cal- 
ated  from  the  Fund's  3-,  5-,  and  10-year  average  annual  returns  and  a  risk  factor  that  reflects  Fund  performance  relative  to  3-month  T-bill  monthly 
urns.  10%  of  the  funds  in  an  asset  class  receive  5  stars,  and  22.5%  receive  4  stars.  Contact  Scudder  Investor  Services.  Inc.,  Distributor,  for  a  free 
id  prospectus  with  more  complete  information  on  management  fees  and  other  expenses.  Read  it  carefully  before  you  invest  or  send  money. 
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Up  the  road  ahead,  there  are  some  challenging  opportu- 
nities for  your  business.  And  money  alone  can  only  take  you 
so  far.  When  you  need  help  beyond  creative  financing,  we 
can  make  sure  you  re  headed  in  the  right  direction.  After 
all,  we  get  involved  in  areas  most  financial  service  compa- 
nies wouldn 't  dream  of  to  provide  real  value.  Like  helping 
a  major  shipping  company  establish  a  distribution  network 
to  ensure  adequate  spare  parts  availability.  Or  helping  a 
leading  mortgage  company  make  housing  more  affordable 
for  low-income  families  and  dramatically  increasing  its 
affordable  lending. 

At  GE  Capital,  were  24  diversified  businesses.  And 
each  one  is  dedicated  to  developing  and  delivering  products 
and  services  that  help  make  your  dollar  worth  more  than  a 
dollar.  If  you're  looking  for  some  smart  business  help,  call 
1-800-243-2222.  And  let  us  give  you  a  few  of  the  things 
money  can't  buy. 


GE  Capital 

Our  Business  Is  Helping  Yours 
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RETAILER  FINANCIAL  SERVICES  •  TIP/TRANSPORT  INTERNATIONAL  POOL  •  VENDOR  FINANCIAL  SERVICES 
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Don't  be  put  off  by  Marc  Faber's  ponytail.  His  well- 
developed  sense  of  history  gives  this  Hong  Kong  money 
manager  a  lively  skepticism  about  financial  fads. 

Avoid  financial 
assets 


By  Andrew  Tanzer 

To  visit  the  Hong  Kong  office  of 
Marc  Faber  Ltd.  is  to  step  into  a  world 
of  eccentricity.  A  forbidding  portrait 
of  the  late  Qing  Dynasty's  Empress 
Dowager  glares  at  visitors.  Busts  of 
Mao  Zedong  and  Chinese  socialist 
revolutionary  art  clutter  the  office. 

Junk?  Hardly.  The  investment 
firm's  proprietor,  48 -year-old  Marc 
Faber,  says  his  collection  of  3,000 
Chinese  Cultural  Revolution  posters 
may  be  the  best  investment  he's  ever 
made.  He  bought  them  when  he  be- 
gan visiting  the  People's  Republic  in 
the  1970s  for  an  average  of  25  cents 
apiece  and  says  they're  now  worth 
$125,  maybe  $500  each.  He  also  has 
high  expectations  for  the  300,000 
original  Mao  badges  he  amassed  for 
about  a  dollar  apiece  over  the  last 
several  years.  "If  people  can  collect 
baseball  and  telephone  cards,"  he  ex- 
plains, "I'm  sure  that  of  1.2  billion 
Chinese,  one  day  one  per  thousand 
will  collect  Mao  badges.  We're  talking 
1.2  million  collectors." 

Swiss-born  and  -educated,  Faber 
does  not  look  like  most  people's  idea 
of  a  Swiss  gnome — he  wears  his  long 
hair  in  a  ponytail  and  rides  a  motorcy- 
cle to  work.  But  his  views  about  infla- 
tion and  the  relative  value  of  assets — 
be  they  Mao  badges,  Hong  Kong  real 
estate  or  emerging  market  stocks  and 
bonds — are  rooted  firmly  in  an  Old 
World  belief  in  the  iron  law  of  supply 
and  demand.  Sniffing  inflation  early 
last  year,  he  bought  precious  metals 
stocks  and  hard  assets. 

"I'm  convinced,"  he  says,  "that  all 
democracies  will  see  to  it  that  in  the 
long  run  paper  will  become  worthless. 
Politicians  always  find  it  easier  to  take 
popular  measures  that  lead  to  infla- 


tion and  deficits  as  opposed  to  disci- 
plined measures." 

Faber  ran  Drexel  Burnham  Lam- 
bert's Hong  Kong  office  from  1978 
until  the  firm's  demise  in  1990,  when 
he  set  up  Marc  Faber  Ltd.  to  manage 
private  clients'  money.  He  currently 
manages  $120  million,  most  of  it  for 
wealthy  Asian  families.  The  net  asset 
value  of  his  British  Virgin  Islands- 
domiciled  Iconoclastic  International 
Fund  (minimum  investment: 
$25,000)  has  appreciated  84%  since  it 
was  launched  in  May  1991;  according 
to  Micropal  Ltd.,  it  is  up  just  over  27% 
in  1994,  a  year  most  emerging  market 
fund  managers  would  prefer  to  forget. 

Faber's  investment  strategy?  Put 
into  words  it  sounds  trite:  Buy  assets  in 
markets  everyone  else  has  written  off  as 
hopeless,  wait  for  demand  to  return, 
and  sell  out  fairly  quickly.  "I  like  it 
when  the  local  hotels  are  empty,  and 
there  are  no  country  funds  or  foreign 
brokers,"  Faber  says.  "At  that  point 
the  risk  is  not  so  much  price  but  time." 

But  few  investors  will  go  to  the 
lengths  Faber  will  to  find  things  that 
are  out  of  favor.  Right  now,  for  exam- 
ple, Faber's  fund  is  holding  a  fistful  of 
foreign  loans  to  North  Korea.  No 
Merrill  Lynch  brokers  there.  Faber 
acquired  the  North  Korean  paper  last 
year  from  a  Bulgarian  foreign  trade 
bank  for  12  cents  on  the  dollar  and 
says  it's  now  worth  20  cents. 

"To  hold  North  Korean  debt  at  20 
is  less  risky  than  holding  U.S.  Trea- 
surys  at  7.5%,"  Faber  says.  "The  mo- 
ment the  country  opens  up,  the  loans 
will  trade  at  50."  He  is  convinced  that 
opening  is  inevitable,  as  is  eventual 
union  with  the  prosperous  south. 
Faber  also  holds  Cuban,  Angolan  and 


Bulgarian  loans. 

Faber  took  a  doctorate  in  econonj 
ics  from  the  University  of  Zurich  an 
believes  that  economic  history  is  us< 
fill  for  investors.  While  most  investo 
see  high  inflation  as  devastating  fo 
financial  assets,  Faber  says  histqj 
teaches  him  that  at  some  point  i 
inflationary  spirals,  the  attendant  sc 
cial  turmoil  and  capital  flight  wii 
drive  assets  to  bargain 
prices.  He  calls  this  the 
"paradox  of  inflation."  He 
wants  to  be  a  buyer  when 
that  happens,  when  others 
have  despaired  of  the  econ- 
omy. Faber  notes  that  the 
best  time  this  century  to 
invest  in  German  equities 
was  not  during  the  recon- 
struction years  following 
World  War  II  but  during 
the  hyperinflationary  Wei- 
mar Republic.  Another  ex- 
ample of  this  phenomenon: 
Inflation  was  bad  in  Mexico 
throughout  the  1980s,  but 
you  could  have  made  a 
bundle  buying  Mexican 
stocks  any  time  after  1982. 

Faber  put  this  paradox- 
of-inflation  theory  to  work 
in  the  Philippines  in  the 
mid-1980s  with  some  per- 
sonal money.  The  entire 
Manila  stock  market  was 
selling  for  around  $500 
million.  Current  valuation: 
$50  billion. 

Faber  missed  Mexico. 
But  he  didn't  miss  Argenti- 
na, committing  money  to 
that  country's  stocks  in 
1988,  when  Argentina's  in- 
flation rate  was  around 
400%  and  the  country's 
publicly  traded  equity  was 
worth  only  $2  billion.  Since 
then,  of  course,  economic 
reform  under  President 
Carlos  Menem  has  brought 
inflation  down  to  an  esti- 
mated 4%  for  1994;  stock 
market  capitalization  is  up 
to  $44  billion. 

Emerging  markets  investor 
Marc  Faber  with  a  bust  of  Mao 
If  you  want  to  make  money 
in  China,  immigrate  to  China. 
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Faber  is  looking  at  Venezuelan 
tocks  now,  but  the  best  paradox-of- 
iflation  opportunity  today,  in  his 
•pinion,  is  in  Russia.  In  February  he 
•ought  200,000  shares  of  oil  compa- 
ly  Surgutneftegas,  which  he  says  con- 
rols  about  2%  of  the  world's  oil  re- 
erves  but  had  a  market  cap  of  only 
>80  million.  The  stock  has  since 
limbed  over  twentyfold  (in  U.S.  dol- 


lar terms),  valuing  the  company  at  $2 
billion.  By  contrast,  Exxon  controls 
less  oil  than  Surgutneftegas  but  has  a 
market  cap  of  $72  billion. 

Faber's  clients  also  own  GUM,  the 
leading  department  store  in  Moscow; 
and  Commercial  Port  of  Vladivostok 
(market  cap,  $25  million),  which  op- 
erates the  port  and  owns  vessels  in  the 
formerly  closed  city  in  the  Russian  Far 


East.  Faber  believes  Vladivostok,  with 
a  population  of 650,000,  will  become 
an  important  trading  center  of  North 
Asia.  He  buys  his  Russian  shares 
through  a  broker  in  Moscow. 

Faber  is  not  the  kind  of  investor 
who  insists  on  getting  the  last  one- 
eighth.  He's  willing  to  leave  some- 
thing on  the  table  for  the  next  guy.  He 
generally  sells  after  flight  capital  be- 
gins to  return,  brokers  begin  churn- 
ing out  country  funds  and  the  local 
hotels  fill  up.  "We  get  out  of  markets 
when  we  hear  Citibank  private  bank- 
ers running  around  Asia  selling  a 
product,  which  means  [the  expan- 
sion] is  mature  in  the  cycle." 

While  he's  bullish  on  Russia,  Faber 
thinks  the  party  has  already  entered 
the  too-late  stage  in  most  of  the  popu- 
lar emerging  markets,  including  Thai- 
land, Malaysia  and  China.  Ditto 
Hong  Kong,  Faber's  home  since 
1973.  Around  town  he's  known  as 
Dr.  Doom,  not  only  for  his  monthly 
investment  letter,  Gloom,  Boom  & 
Doom  Report,  but  also  for  his  convic- 
tion that  1993-94  will  be  the  peak  of 
the  British  colony's  prosperity. 

Why  so  gloomy  about  an  economy 
that  most  experts  think  is  the  future 
key  to  China?  He  believes  that  as 
China  opens  up,  the  center  of  eco- 
nomic gravity  will  move  north  to  the 
Shanghai  region  and  to  northeast 
China.  Hong  Kong  will  lose  its  post- 
1949  monopoly  on  China  trade.  Tai- 
wan will  eventually  also  trade  directly 
with  China,  bypassing  Hong  Kong, 
and  Shanghai  will  surpass  Hong  Kong 
as  a  financial  center  within  a  decade, 
he  forecasts. 

So  he  predicts  Hong  Kong's  prop- 
erty prices,  which  have  climbed  ten- 
fold over  the  past  decade,  will  fall  50% 
over  the  next  few  years;  he  also  reck- 
ons the  Hang  Seng  Index  will  plunge 
50%  to  75%  below  its  peak  early  this 
year. "Free  cities  that  have  become 
part  of  huge  empires  haven't  done 
well,"  he  says,  again  drawing  on  his 
grasp  of  economic  history.  He  cites 
Venice,  Trieste,  Tangiers  and  Goa. 
"It's  100%  clear  to  me  that  there  will 
be  a  relative  decline  in  Hong  Kong's 
role  and,  in  my  opinion,  there  will  be 
an  absolute  decline." 

His  gloomy  forecast,  however,  ap- 
plies not  to  the  Hong  Kong  markets 
alone  but  to  most  of  the  world's 
equity  markets.  He  sees  a  "huge  fi- 
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Twentieth  Century 
offers  you 
a  notable  value. 


Twentieth  Century 
\ialue 

Twentieth  Century  Value  is  completing  its  first  year  with  per- 
formance worth  noting.  The  fund's  one-year  results  put  it  out  in 
front  of  both  the  S&P/BARRA  Value  Index  of  "value"  stocks,  and 
the  S&P  500  Index,  an  indicator  of  the  performance  of  the  stock 
market  in  general* 


Average  Annual  Total  Returns  for  the  one-year  period  ending  August  31, 1994. 


Twentieth  Century  Value 


S&P/BARRA  Value  Index* 


S&P  500  Index 


9.83% 


4.17% 


3.27%  is  the  since-inception  (9/1/93)  average  annual  total  return  as  of  6/30/94  for 
Twentieth  Century  Value. 


Twentieth  Century  Value  looks  for  stocks  that  the  fund  managers 
conclude  are  fundamentally  sound  but  temporarily  undervalued. 
To  learn  more,  call  or  write  for  a  FREE  information  kit,  which 
contains  a  prospectus  with  more  complete  information,  including 
charges,  expenses  and  minimums,  which  you  should,  of  course, 
read  carefully  before  investing. 


Call  today,  toll-free: 

1-800-345-2021 

EO.  Box  419200,  Kansas  City,  MO  64141-6200 


©  1994  Twentieth  Century  Services,  Inc 
FBS 


Investments  That  Work" 


'The  S&P/BARRA  Value  Index  is  a  capitalization-weighted  index  consisting  of  S&P  500  stocks  that  have 
iower  price-to-book  ratios  and  in  general  share  other  characteristics  associated  with  "value"  stocks.  ■  The 
S&P  500  Index  is  an  index  created  by  Standard  &  Poor's  Corporation  that  is  considered  to  reflect  the  per- 
formance of  the  stock  market  in  general.  ■  Neither  index  is  an  investment  product  available  for  purchase. 

'Source:  Ibbotson  Associates,  Inc.  ■  Data  quoted  represents  past  performance  and  assumes  reinvestment 
of  all  distributions.  Past  performance  is  no  guarantee  of  future  results.  Investment  return  and  principal 
value  will  fluctuate,  and  redemption  value  may  be  more  or  less  than  original  cost. 


nancial  Astrodome"  growing  world 
wide,  a  financial  bubble.  He  worrie 
that  financial  assets  have  been  appre 
dating  1 0%  to  1 5%  a  year  over  the  last 
ten  years  while  growth  in  the  rea 
economy  has  been  only  around  3% 
It's  the  reverse  of  the  early  1980s 
Then  financial  assets  like  stocks  were 
cheap  while  tangible  assets  like  gold 
and  real  estate  were  dear.  Because 
equities  are  overpriced,  everyone  is 
rushing  to  raise  money  in  equity  marj 
kets.  Thus  supply  will  eventually  over- 
whelm demand  and  stocks  will  crash. 

When?  He  doesn't  pretend  to) 
know  when  and  must  do  something) 
with  clients'  money.  Aside  from  the 
Russian  equities  and  Venezuelan  and 
North  Korean  debt,  Faber  says  he's 
avoiding  stocks  and  long-term  bonds 
but  likes  farmland  and  commercial 
real  estate  in  New  Zealand  and  Aus- 
tralia, which  is  selling  at  below  re- 
placement cost.  He  also  favors  direct 
investment — cheaper  now  than  equi- 
ties— especially  in  markets  without 
stock  exchanges,  such  as  Vietnam  audi 
northeast  China.  For  this  reason,  and 
because  be  believes  Asian  tourism  will 
be  the  biggest  growth  industry  of  the 
coming  decade,  Faber's  Iconoclastic 
International  Fund  is  investing  in  a 
resort  hotel  on  China  Beach,  near 
Danang,  Vietnam,  with  Hong  Kong's 
Furama  Hotel  company.  "Courtesy 
of  the  U.S.  military,  Danang  has  a 
beautiful  landing  strip  that  can  ac- 
commodate 747s,"  says  Faber. 

What  about  China?  Isn't  it  one  of 
the  hottest  investments  today? 

Yes  and  no,  Faber  replied.  He  com- 
pared Westerners  now  buying  Chinese 
stocks  to  European  investors  who  lost 
their  shirts  in  American  canal  and  rail- 
road stocks  in  die  1800s.  They  were 
right  about  the  growth  of  the  U.S.  but 
were  skinned  by  local  sharpsters. 
Those  who  made  their  fortunes  in  the 
emerging  American  market,  he  says, 
did  so  by  immigrating  to  the  U.S.  and 
starting  businesses.  He  likens  most 
available  Chinese  equities  to  the  sort  of 
U.S.  stocks  and  bonds  that  European 
investors  bought  in  the  1800s. 

"The  listed  [Chinese]  companies 
are  basically  badly  run,  management 
has  no  ownership  and  many  have 
questionable  accounting,"  Faber 
concludes.  "If  you're  sitting  in  an 
armchair  in  Seattle,  it's  unlikely  you'll 
become  rich  investing  in  China."  H 


Performance  that  beat  the  S&P  500! 
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I  know  its  late,  tut  id  like  some 
sushi.  How  far  do  I  have  to  gfo?" 


You  needn't  ever  leave  trie  comfort  of  your  Four  Seasons  room  to  be  transporte  d  bV  a  talented  chef.  J. 
iom  service  menus  abound  with  regional  selections:  from  deep-dish  pizza,  to  striped  hass  without  unwanted  li^^j 
ories,  to  homemade  chicken  soup  at  midnight.  For  the  same  hreadth  of  choice  in  another 

equalled  setting,  visit  our  restaurants  downstairs.  In  this  value-conscious  era,  the  demands  FOUR  SEASONS  HOTELS 
business  demand  nothing  less.  For  reservations,  phone  your  travel  counsellor  or  call  us  toll  free. 

Four  Seasons  •  Regent.  Defining  the  art  oj service  al  40  lioiels  in  1Q  countries. 


Four  Seasons  •  Rti.i 

HOTELS  AND  RESORTS 


Equitable  is  The  Equitable  Companies  Incorporated  Life  insurance  and  annuity  contracts,  including  variable  annuities  and  variable  life  insurance,  are  issued  by  The  Equitable  Life  Assurance  Society  of  the  United  States  or  Equitabie  Va 


Downsizing.  Layoffs.  Tkere  goes  your  paycheck.  JVlayoe  a  chunk  of  your  pension  and 
profit-sharing  too.  Life  gets  1  ess  and  less  certain.  Who  can  you  count  on  ' 

Yourself.  And  Equitable.  Let  us  show  you  an  array  of  mutual  funds,  vanahle  annuities 
and  life  insurance  —  ideas  to  help  you  plan  the  future  —  some  that  even  help  defer  taxes. 

fo  find  out  more  ahout  these  products,  including  charges  and  expenses,  ask  your  agent  for  a 
prospectus.  Be  sure  to  read  it  carefully  hefore  you  invest  or  pay  money. 

And  he  sure  to  do  it  soon.  Once,  you  could  depend  on  your  company  for  everything, 
ioday  you've  got  to  do  some  things  for  yourself.  For  tomorrow. 


subsidiaries  of  Equitable  Mutual  funds,  variable  annuities  and  variable  life  insurance  are  distributed  through  Equico  Securities,  Inc.  lEquico),  New  York,  NY,  and  are  offered  by  prospectus  only.  GE-94-197 


i 


If  EQUITABLE 


Po  w  e  r  over  t  o  m  o  r  r  o 


w 


Barron  Hilton  invites  you  to  be  his  guest  in  a  15,000- 
square-foot  suite  with  gold-plated  plumbing  and  a 
private  lap  pool.  But  bring  plenty  of  credit. 

Barron's  big  bet 


By  Seth  Lubove 

No  question:  Gambling  has  gone 
straight.  Where  Benjamin  (Bngsy) 
Siegel  once  had  his  personal  suite  at 
his  Flamingo  Hotel,  a  man-made  wa- 
terfall will  soon  spill  piped -in  water. 
Bugsy's  Flamingo  in  1946  had  105 
rooms  on  its  former  site;  when  the 
latest  round  of  construction  is  com- 
pleted next  May,  it  will  have  3,642 
rooms.  With  the  Flamingo  and  the 
Las  Vegas  Hilton,  Chief  Executive 
Barron  Hilton  has  committed  the 


company's  destiny  to  gambling, 
which  already  provides  over  60%  of 
both  revenues  and  operating  profits. 

Hilton  has  plenty  of  competition. 
In  the  past  year  three  massive  casino 
hotels  have  opened:  Circus  Circus 
Enterprises'  Luxor,  Stephen  Wynn's 
Treasure  Island  and  Kirk  Kerkorian's 
mgm  Grand.  They  have  boosted  the 
number  of  hotel  rooms  in  Las  Vegas 
13%  to  over  85,000.  Las  Vegas  is  no 
longer  just  a  place  for  gambling.  It  is  a 


giant  Disneyland,  complete  with  pyr 
amids,  pirate  ships  and  exploding  vol 
canos  to  attract  the  family  trade. 

Barron  Hilton  thinks  that  his  com 
petitors  are  getting  carried  away  in 
their  pursuit  of  family  trade.  His  two 
casinos  offer  day  care  centers  and 
videogame  parlors  but  not  much  else 
"We  really  don't  feel  it's  a  good  thing 
to  create  distractions  from  your  main 
attraction,  and  that  attraction  is  ga- 
ming," he  says,  puffing  on  a  cigar  in 
his  Beverly  Hills,  Calif,  office. 

Like  most  big  businesses,  gambling 
is  a  fragmented  market.  Hilton  aims  at 
two  distinct  but  related  segments. 
The  Flamingo  caters  to  the  "tour  and 
travel"  crowd,  the  middle-market 
folks  enticed  by  a  $5.95  all-you-can- 
eat  dinner  buffet  and  plenty  of  25- 
cent  slots.  The  Las  Vegas  Hilton,  by 
contrast,  serves  the  premium  market, 
or  high  rollers,  as  well  as  the  conven- 
tion trade,  from  its  own  meeting 
space  and  the  Las  Vegas  Convention 
Center  next  door.  The  "Buffet  of 


New  construction  at  the  Flamingo  Hilton  Hotel  in  Las  Vegas 
it's  come  a  long  way  since  Bugsy  Siegel's  day. 
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or  more  than  a  century  and  a  half,  Patek  Philippe  has  been  known  as 
he  finest  watch  in  the  world.  The  reason  is  very  simple.  It  is  made 
lifferently.  It  is  made  using  skills  and  techniques  that  others  have  lost 
>r  forgotten.  It  is  made  with  attention  to  detail  very  few  people  would 
iiotice.  It  is  made,  we  have  to  admit,  with  a  total  disregard  for  time.  If 

a  particular  Patek  Philippe 
movement  requires  four 
years  of  continuous  work  to 
bring  to  absolute  perfection, 
we  will  take  four  years.  The 
result  will  be  a  watch  that 
is  unlike  any  other.  A  watch 
that  conveys  quality  from 
first  glance  and  first  touch. 
A  watch  with  a  distinction: 
generation  after  generation 
it  has  been  worn,  loved  and 
collected  by  those  who  are 
very  difficult  to  please; 
those  who  will  only  accept 
the  best.  For  the  day  that 
you  take  delivery  of  your 
Patek  Philippe,  you  will  have 
acquired  the  best.  A  watch  that 
tells  you  something  about 
yourself,  quietly  reflecting 
your  own  values.  A  watch 
that  was  made  to  be  treasured. 


PATEK  PHILIPPE 

GENEVE 


For  an  elegant  Patek  Philippe  collector's  book,  scud  $15  or  for  current  brochures,  please  \\r\u-. 
Palek  Philippe  One  Rockefeller  Plaza,  Suite  930  (F),  New  York.  NY  10020. 


Are  You 
Hearing 
Everything? 


f  some  things  don't  sound 
right,  you  could  have  a 


hearing  problem.  Do  you  ask 
people  to  repeat  things?  Can 
you  hear  telephone  callers 
clearly?  Do  others  complain 
that  your  radio  or  TV  is  too 
loud?  No  matter  what  your 
age  —  young  or  old — hearing 
problems  can  be  barriers  to 
success  in  school  or  at  work. 
If  you  have  trouble  hearing, 
contact  an  audiologist. 

A  hearing  problem  is  one 
problem  you  don't  have  to 
live  with. 

american 
Speech-Language- 
Hearing 
Association 

For  additional  information  on  hearing 
loss  and  audiologists  in  your  area,  call 
1-800-638-8255. 


Gambling  on  gambling 


Silk-covered  promotional  packets  for  the  Las  Vegas  Hilton's  luxury  suites 
You  stay  free  if  you  routinely  play  $25,000  hands  of  baccarat. 


Champions"  here  is  priced  at  a  high 
(by  Vegas  standards)  $12.99  a  per- 
son, and  the  slots  run  as  much  as  $500 
a  pull.  But  both  casinos  want  to  at- 
tract serious  gamblers,  not  gawkers. 

The  Flamingo  is  by  far  the  most 
profitable  hotel  in  the  Hilton  chain, 
which  includes  32  majority-owned 
properties  and  206  franchised,  man- 
aged or  partly  owned  properties.  Bar- 
ron Hilton's  father,  company- 
founder  Conrad  Hilton,  was  proudest 
of  the  chain's  Waldorf-Astoria,  which 
he  called  "the  greatest  of  them  all." 
But  Barron  Hilton's  pride  and  joy  is 
the  Las  Vegas  Hilton.  Its  well-heeled 
patrons  can  spend  their  winnings  or 
mourn  their  losses  at  any  of  seven 
fancy  tablecloth  restaurants,  includ- 
ing Le  Montrachet,  which  boasts  a 
3,000  bottle  wine  cellar.  Since  Asians 
are  among  today's  highest  rollers,  the 
hotel  is  spending  $1.2  million  to 
spruce  up  its  Chinese  restaurant. 

Enticing  the  high  rollers  to  choose 
the  Las  Vegas  Hilton  over  other  casi- 
nos isn't  cheap,  but  no  expense  is 
spared  to  cater  to  them.  Hilton  main- 
tains a  full  staff  in  the  baccarat  pit  24 
hours  a  day,  just  in  case  a  player  walks 
in  at  an  odd  time.  A  casino  host,  a  sort 
of  personal  concierge,  is  assigned  to 
each  player  to  handle  such  tasks  as 


stocking  the  liquor  bars  in  their  suites 
with  their  favorite  booze  as  well  as 
arranging  transportation  to  and  from 
Las  Vegas  on  the  company  jet.  Hilton 
extends  them  generous  amounts  of 
credit,  which  means  it  has  to  be  care- 
ful who  gets  it.  "We  have  to  win  two 
times,"  says  Raymond  Avansino  Jr., 
Hilton  president  and  chief  operating 
officer  and  a  former  Nevada  Gaming 
Commission  official.  "At  the  time 
they  gamble  and  then  when  it's  time 
to  collect." 

The  most  lavish  investment  is  the 
$40  million  Hilton  is  spending  on 
three  penthouse  suites,  one  of  which 
will  replace  the  suite  formerly  occu- 
pied by  Las  Vegas  Hilton  regular  Elvis 
Presley.  Hilton  isn't  the  only  hotel 
that  caters  to  high  rollers — Caesars 
Palace,  the  Mirage  and  ITT  Sheraton's 
Desert  Inn  also  compete  for  high-end 
clientele — but  its  new  suites  may  be 
among  the  most  luxurious  when 
completed  in  November.  In  them 
favored  high  rollers  will  be  served  by 
private  chefs  and  pampered  with  "al- 
lergy-resistant linens,"  according  to  a 
silk-covered  Hilton  promotional 
package.  One  of  these  suites  is  15,000 
square  feet  of  lavishly  appointed  space 
and  features  a  private  lap  pool  and 
putting  green.  "These  are  the  high- 
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Willis  Corroon. 

We  Don't 
Build  Anything. 
Except  The  Future. 


We  don't  build  the  bridges  or  highways  that  keep  commerce  moving. 
We  don't  build  the  high  rises  that  provide  homes  or  the  office  buildings  that  give 
us  places  to  work.   But  without  the  surety  bonds  and  construction  insurance 
we  provide,  none  of  these  would  come  out  of  the  ground.    It's  too  risky. 
Willis  Corroon  manages  the  risk  and  makes  the  building  possible.   So  while  you'll 
only  see  a  handful  of  buildings  with  our  name  on  them, 
our  name  stands  behind  many  others. 

WILLIS  CORROON  ^ 

A   world  leader  in  risk  manage  m  e  n  l  a  n  d  i  n  $  u  nance  h  rokin  g . 


Thousands  Of  Companies  Depend  On  Microsoft 
To  Run  Their  Businesses.  Did  You  Ever  Wonder  Who 
Microsoft  Depends  On  To  Run  Theirs? 


As  one  of  the  largest  developers  of  software 
in  the  world,  with  hundreds  of  thousands  of  custom- 
ers around  the  globe,  there's  just  one  thing  about 
Microsoft  that  people  sometimes  overlook:  That 
they've  got  a  business  to  run,  too. 

A  business  with  people  who  need  constant 
(and  instant)  access  to  crucial  information-like 
customer  service  records  and  problem/solution 
databases.  And  a  Microsoft*  Windows  NT "  Server 
network  that  not  only  serves  their  headquarters  near 
Seattle  but  all  of  their  offices  around  the  world.  So 
they  need  to  have  server  systems  they  can  count  on. 

Which  is  why  they  rely  on  Compaq. 

Because  Compaq  provides  reliable  servers  that 
keep  running.  Servers  that  allow  you  to  configure 


Microsoft  Windows  NT  Server  simply  and  easily 
with  one  CD.  And  Compaq  has  servers  that  come 
with  Insight  Manager,  which  is  a  specially  designed 
Compaq  technology  that  manages  over  800  key 
server  elements  and  warns  you  about  potential 
problems.  Before  they  become  real  ones. 

And  because  they're  Compaq  servers,  each  one 
is  backed  by  our  three-year  on-site  warranty*  and 
our  7  day  a  week,  24-hour  technical  support  line. 

So  if  you're  looking  for  a  powerful  and  reliable 
system  to  help  you  run  your  business,  give  us  a  call 
at  1-800-664-9888.  But  do  yourself  a  favor,  don't 
just  take  our  word  for  it.  Ask  around. 

COMPAQ. 


©  1994  Compaq  Computer  Corporation  All  Rights  Reserved  Compaq  Registered  U  S  Patent  and  Trademark  Office.  Microsoft  is  a  registered  trademark  of  the  Microsoft  Corporation.  Windows  NT  is  a  trademark  of  the 
Microsoft  Corporation  Insight  Manager  a  a  registered  trademark  and  Pro!  tant  is  a  trademark  of  Compaq  Computer  Corporation  'I  tmired  warranty  Certain  restrictions  and  exclusions  apply.  Monitors,  battery  packs 
and  certain  options  are  covered  by  a  one-year  warranty  For  details,  call  the  Compaq  Customer  Support  Center  at  1-800-34S-ISI8 


Gambling  on  gambling 


Hilton  Hotels  Corp. 
Chairman  Barron 
Hilton  (left) 
and  President 
Raymond 
Avansino  Jr. 
in  front  of 
a  portrait 
of  founder 
Conrad  Hilton 
Conrad's  favor- 
ite was  the  Wal- 
dorf; Barron's 
pride  is  the  Las 
Vegas  Hilton. 


est-end  suites  in  the  world,1''  bubbles 
Gary  Gregg,  president  of  the  Las  Ve- 
gas Hilton,  taking  a  reporter  around 
the  windswept  rooftop  construction 
site.  "We're  bringing  over  the  head  of 
a  butler  school  in  London  to  train  the 
staff." 

What's  it  cost  to  spend  a  night  in  a 
15,000-square-foot  suite  with  gold- 
plated  toilet  fixtures  and  hand-cut 
Italian  marble  spas?  Nothing.  Be  my 
guest,  Hilton  says,  so  long  as  you're 
prepared  to  play,  say,  $25,000  hands 
of  baccarat  or  $1  million  to  $5  million 
card  games.  The  elaborate  freebies  are 
just  part  of  the  $2  billion  the  gam- 
bling  industry  spends  every  year  to 
entice  and  cosset  gamblers.  There  are 
apparently  no  more  than  a  few  hun- 


dred gamblers  worldwide  who  qualify 
for  Hilton's  suites,  but  they  are  eager- 
ly courted.  Not  only  does  their  losing 
more  than  pay  for  the  cost  of  the 
hospitality,  they  lend  a  sense  of  excite- 
ment and  glamour  that  communi- 
cates itself  to  the  lesser  fry. 

At  a  time  when  gambling  is  spread- 
ing widely  in  the  U.S.,  Hilton  remains 
committed  to  Las  Vegas.  Outside  Ne- 
vada it  has  interests  only  in  two  river- 
boats.  It  correctly  anticipated  the  cur- 
rent gambling  glut  in  Mississippi— 
which  has  more  gambling  space  than 
Atlantic  City — and  avoided  the  state. 
"We  will  not  be  in  every  waterway  or 
in  every  little  town,"  says  Avansino. 

Instead  of  spending  its  efforts  on 
smaller  markets  at  home,  Hilton  has 


gone  after  bigger  projects  outside  the 
U.S.  It  comanages  a  new  casino  in 
Windsor,  Ontario,  just  across  the  De- 
troit River  from  Detroit.  There  Hil 
ton,  Caesars  World  and  Circus  Circus 
split  a  fee  of  2.75%  of  gross  gambling 
revenues,  now  running  about 
$750,000  (U.S.)  a  day. 

Hilton  is  managing  other  casinos 
abroad:  Gold  Coast  and  Brisbane, 
Australia,  Istanbul,  and  Punta  del 
Este,  Uruguay,  where  its  well-known 
name,  clean  reputation  and  demon- 
strated ability  to  manage  large  facili- 
ties give  it  an  edge  in  winning  con- 
tracts. By  such  overseas  expansion, 
Hilton  expects  to  increase  its  casino 
space  by  50%  by  the  end  of  1996. 

The  older,  hotel  part  of  Hilton's 
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People  told  us 
what  we  could  do 
with  confusing 
rebates  and  option 
packages 

Heie's  the  part 
we  could  print. 


upfront.  Without  a  lot  of  haggling.  Basically,  yon  told  us  to  make  buying  a  car  easier,  more 
enjoyable— maybe  even  fun.  And  considering  it's  |||^ — N|/^^/^K^v^/^\k^\My^N 
your  money,  we  think  if  ought  to  be.  Demand  Better.   \a\\^\\^akD\   I  IV — — ^1 1  vlx 


but  /earing  in  the  sa  rings.  So  our  retailers  can  give  you  their  best  price  right 


Asking  people  what  they  think  about  car  shopping  made  us  realize  we  need 
i  to  make  it  a  lot  simpler.  Starting  now.  By  equipping  every  new  Oldsmobile 
\  u  nth  the  most  popular  options  standard.  By  taking  out  confusing  rebates- 
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Gambling  on  gambling 


business  has  been  lagging  for  a  long 
time  but  is  now  beginning  to  im- 
prove. Revenues  are  turning  up  after 
several  years  of  low  occupancy  and 
depressed  earnings,  but  room  rates 
still  lag  inflation.  Hilton  is  moving 
aggressively  overseas,  although  under 
the  Conrad  Hotels  name,  since  the 
international  rights  to  the  Hilton 
name  are  now  owned  by  Ladbroke 
Group  Pie.  The  overseas  operation  is 
not  as  profitable  as  the  U.S.1  but  it  has 
on  several  occasions  gotten  the  com- 
pany's foot  in  the  door  for  gambling 
projects,  such  as  in  Australia  and  a 
casino  being  developed  in  Cairo. 
Overall,  how's  Hilton  doing?  Fine. 


Salomon  Brothers'  W.  Bruce  Turner 
estimates  its  earnings  will  increase  this 
year  to  perhaps  $2.38  a  share  from 
1993's  $2.14,  despite  construction 
disruptions  at  the  Las  Vegas  hotels.  It 
should  top  $3  per  share  next  year. 

The  improved  earnings  are  impor 
tant  to  Barron  Hilton.  He  controls 
24.5%  of  the  48  million  shares.  A  few 
weeks  ago  newspaper  columnist  Dan 
Dorfman  ran  an  unsubstantiated  sto- 
rv  that  Hilton  was  on  the  takeover 
radar  screen  once  again.  Hilton  has 
been  a  target  in  the  past,  having  at- 
tracted at  various  times  offers  from 
such  dealsters  as  Mirage  Resorts'  Ste- 
phen Wynn.  In  1989  Barron  Hilton 


himself  put  the  company  up  for  sale 
then  took,  it  off  the  auction  blocl 
when  no  satisfactory  bids  material 
ized.  With  a  confidence  reinforced  a 
fending  off  previous  attempts,  Ik 
puffs  on  his  cigar  and  is  more  eager  tc 
talk  up  the  recent  around-the -worlc 
hot-air  balloon  flight  he  helped  spon 
sor  than  about  who — if  anyone — 
might  be  stalking  the  company. 

At  least  four  new  megapropertic 
are  proposed  in  Las  Vegas,  and  more 
states  are  approving  casinos.  Barron 
Hilton  is  putting  his  own  chips  on  La 
Vegas  and  on  the  heavy- betting  en 
of  the  market.  It's  a  strategy  tha 
seems  to  make  a  lot  of  sense. 


The  suite 
life 

Julius  Caesar  never  had 

it  this  good.  We  are  stand- 
ing in  the  "master  bath 
suite"  of  one  of  two  new 
penthouse  suites  at  Cae- 
sars Palace  in  Las  Vegas. 
Built  at  a  cost  of  $6  mil- 
lion per  suite  and  complet- 
ed last  December,  the 
1  (),()()()  -  square  fix  >t  sui  tes 
are  gratis  for  the  highest 
of  high  rollers.  Need  a 
quick  haircut  before  you 
roll  the  dice  downstairs  in 
the  casino?  The  compact 
disc  player  entertains  you  in 
the  electronically  eon- 
trolled  barber's  chair  while 
the  hair  stylist  snips  away. 

fhe  bathroom,  almost 
a  palace  itself,  naturally  has 
his  and  her  wings.  In 
each,  hard  by  the  tooth- 
brush holder,  are  botdes 
of  Perrier;  no  need  to  rinse 
your  mouth  with  mere 
tap  water.  Pad  down  the 
marble  hallway  to  the 
master  bedroom,  press  a 
discreet  button  and  the 
drapes  open  to  a  sweeping 
view  of  the  pulsating  Las 
Vegas  Strip.  You  have  only 
to  slip  through  a  glass 
door  to  access  your  private 
lap  pool,  putting  green 


and  hot  tub. 

By  now  your  personal 
butler  will  have  served  a 
meal  prepared  by  a  chef  in 
your  own  fully  stocked 
kitchen,  complete  with  a 
built-in  wok  to  satisfy  Asian 
taste  buds.  You  have 
dined  amid  hand  painted 
murals  in  the  dining 
room  (seats  ten  at  a  satin- 
wood  table).  You  proba- 
bly won't  actually  use  the 
baby  grand  piano,  but  it's 
there  to  give  a  little  extra 
touch  to  the  living  room. 

Need  a  private  jet  to 
whisk  you  from  Houston  or 
Hong  Kong  to  Vegas  at  a 
moment's  notice?  Just  ask. 
A  chauffeured  limo  will 
pick  you  up. 

When  you  get  home, 
Caesars  won't  forget  you.  It 
maintains  offices  in  Hong 
Kong,  Bangkok,  Mexico 
City  and  other  cities,  to 
stay  in  close  contact  with  its 
prize  clientele  with  exclu- 
sive parties:  Not  long  ago, 
Caesars  flew  singer  Tony 
Bennett  to  Sao  Paulo,  Bra- 
zil for  a  private  party  of 
1,500  people — high  rollers 
and  potential  high  rollers 
or  friends  of  high  rollers. 

Does  this  strike  you  as 
rather  expensive  market- 
ing? Then  you  just  don't 
know  this  business.  Speak 


Caesars  Palace  penthouse  suite 
Live  better  than  emperor  Julius. 


ing  of  the  costs  of  main- 
taining special  suites  for 
special  gamblers,  a  Mi 
rage  spokesman  says: 
"Those  suites  were  paid 
for  in  the  first  year." 


When  completed  late 
this  fall,  the  Hilton's  suites 
will  be  the  most  luxurious 
in  Las  Vegas.  But  don't 
think  Barron  Hilton  can 
rest  on  his  laurels.  -S.I  ..  ■■ 


128 


Forbes  ■  October  24,  1994 


Templeton  Global  Infrastructure  Fund 


Sealtl.  Spul.dne  Montio.il  S 

Portland,  >L.iTrn  .  Hjj'i.ifn'"-  ' 

UNITED  ,  hitjgi i  i 'h'i ii i-'i, i 

San  Franciscci             STATES  S*t**»s  'Washington 


MEXIC( 


North 

u>,on 'JZi    Atlantic  Ocean 


Pari:.  Munich 

J.  - 1  -.       ..  p«i8«> 


MALI    NICER  CHAD  Khartum  ,/^\Q 

; 5U0AN ,  H 
NIGERIA  Addh-Abiki 
ETHIOPIA^ 


MONGOLIA 


Beijing 
CHINA 


t,Wi«tA"  Tokyo 

fXlk  1 


Kujlj  Lumpy'  mala 
SINGAPORE  lJ 


i,,,,,"*  BRAZIL 

c      ,  "<".•:■ 

eoiivi*  Brisilla 


Indian  Ocean 


a«w<?maDAC 


INDONESIA 


AUSTRALIA 


Economic  building  blocks  can  be 
an  investor's  opportunity. 


Call  1-800 
342-FUND 
Ext.  T5  51 


To  build  and  maintain  a  healthy  economy,  ever)'  nation  needs  certain 
necessities:  roads,  bridges,  telephones,  electricity.  This  infrastructure  allows 
goods  and  services  to  be  created,  transported  and 
traded  nationally  and  internationally.  The  better 
the  infrastructure,  the  better  the  chances  for 
growth  and  prosperity. 

Supporting  infrastructure-related  industries 
could  offer  long-term  capital  growth  opportuni- 
ties to  investors.  The  Templeton  Global 
Infrastructure  Fund  seeks  to  take  advantage  of  this 
potential  worldwide.  The  fund's  portfolio  man- 
agers search  for  stocks  that  are  undervalued  in 
today's  market  but  show  strong  possibilities  for 
growth^ 

Call  your  investment  representative  or 
Templeton  today. 


fFund  share  prices  and  returns  will  fluctuate  with  market  conditions,  currencies,  and  the  economic 

and  political  climates  where  investments  are  made. 

Principal  Underwriter:  Franklin  Templeton  Distributors,  Inc. 


Templeton  Worldwide 

700  Central  Avenue 
St.  Petersburg,  FL  33701-3628 

Wad./ 1  would  like  a  free  prospectus 
containing  more  complete  information  on  the 
Templeton  Global  Infrastructure  Fund, 
including  sales  charges  and  expenses.  I  will 
read  it  carefully  before  I  invest  or  send 
money. 

□  I  am  currently  a  Templeton  shareholder. 
Name 
Address 


State/Zip 


Davtime  Phone 


T557 
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WORLDWIDE 


A  Member  of  the  $114  Billion  Franklin  Templeton  Group 


The  gloom  industry,  typified  by  the  Cairo 

population  conference,  is  kept  alive, 

not  by  evidence,  but  by  government  grants. 

Unnatural 
resources 


BY  THOMAS  SOWELL 


Dr.  Thomas  Sowell  is  an  economist 

and  a  senior  fellow  at  the  Hoover  Institution 

in  Stanford,  Calif. 


It  WAS  JUST  a  passing  phrase  in  a  news 
story  about  the  recent  population 
conference  in  Cairo,  but  it  said  more 
than  longer  and  more  pretentious 
discussions:  "Conference  activists, 
many  of  whom  are  recipients  of  U.S. 
grants.  .  .  ."  Inevitably,  these  activists 
ended  up  asking  for  billions  more  to 
be  spent  to  stop  "overpopulation." 

Those  billions  will,  of  course,  employ 
more  people  like  themselves  and  give 
diem  both  largesse  to  dispense  among 
their  colleagues  and  power  to  wield  over 
others.  Government-funded  efforts  to 
get  more  government  funding  is  die 
political  equivalent  ofa  perpetual  morion 
machine.  A  steady  drumbeat  of  alarms 
about  "overpopulation,"  punctuated 
from  time  to  time  by  headline-produc- 
ing conferences,  is  one  result. 

I  low  real  is  the  danger  that  we  are 
being  constantly  warned  about? 

The  short  answer  is  that  the  Mal- 
thusians  haw  had  nearly  two  centuries 
since  Malthus  first  wrote  about  this 
supposed  danger  in  1798,  and  they 
have  yet  to  show  any  correlation  be- 
tween population  and  poverty.  There 
are,  of  course,  densely  populated  pool- 
countries  like  India,  with  757  people 
per  square  mile,  but  there  are  also  very 


prosperous  countries  like  Japan  with 
814  people  per  square  mile. 

Then  there  are  prosperous  and  thinly 
populated  countries  like  die  United 
States,  with  only  71  people  per  square 
mile — and  desperately  poor  regions  like 
sub-Saharan  Africa  with  an  average  of 
61  people  per  square  mile. 

As  of  any  given  time,  both  rich  and 
p(  x  >r  c<  >untries  are  scattered  across  a  wide 
spectrum  of  population  densities.  If  this 
gives  no  support  to  overpopulation  die 
ories,  history  undermines  those  theories 
completely.  Rising  population  and  rising 
living  standards  have  gone  together  ever 
since  Malthus'  time. 

Those  spreading  population  hyste- 
ria love  to  tell  us  how  long  it  will  take 
for  the  world's  population  to  double. 
But  they  don't  tell  us  what  country's 
standard  of  living  fell  the  last  time  its 
population  doubled.  Even  among  the 
supposedly  most  "overpopulated" 
countries,  which  one  actually  had  a 
higher  per  capita  income  when  its 
population  was  half  of  what  it  is  today? 

To  those  determined  to  believe  in 
overpopulation  theories,  we  have 
somehow  just  been  lucky  in  having 
various  methods  of  increasing  the 
food  supply  come  along — and  our 
luck  has  got  to  run  out  sometime. 
Similarly,  we  have  lucked  out  in  dis- 
covering more  natural  resources 
when  we  needed  them,  but  this  luck 
too  has  to  end,  if  we  believe  the 
Chicken  Littles. 

Both  notions  of  "luck"  assume 
aw  ay  what  is  at  issue:  Was  there  any 
reason  to  believe  the  overpopulation 
theory  in  the  first  place?  If  not,  then 
we  need  not  make  the  further  arbi- 
trary assumption  of  "luck"  in  having 
escaped  for  the  moment. 

Malthus  had  no  empirical  data  on 
which  to  base  die  famous  geometrical 


ratios  of  population  increase  and  arith- 
metic ratio  of  food  growth  which  ha 
unveiled  in  1798.  Like  Marx,  he  had  thq 
gift  of  dramatic  imagery,  cataclysmic! 
prophecy  and  an  air  of  "science."  Itj 
seems  almost  mean-spirited  to  expect 
him  to  have  his  facts  straight,  too. 

Later  editions  of  Malthus'  Essay  oq 
the  Principle  of  Population  had  lots  of] 
numbers,  but  these  were  used  as  illus- 
trations ofa  vision,  not  as  empirical  testsl 
of  an  hypothesis.  As  the  late  Nobel^ 
Prize-winning  economist  George 
Stigler  put  it:  "Malthus  simply  had  no 
canons  of  evidence."  Neidier  do  his! 
latter-day  followers. 

The  role  of  statistics  remains  that 
of  illustrating  a  presupposition. 
These  statistics  show,  for  example, 
how  long  it  takes  population  to  dou- 
ble, or  what  will  happen  if  you  ex- 
trapolate any  trend  to  infinity — al- 
most invariably  disaster. 

Every  evening,  the  temperature  be- 
gins falling  after  sundown.  Extrapo- 
late that  trend  and  the  numbers  will 
"prove"  that  we  will  all  be  frozen 
solid  before  the  week  is  out.  But 
numbers  do  not  live  lives  of  their  own. 
They  are  generated  by  some  process, 
and  until  you  understand  that  pro- 
cess, the  numbers  mean  nothing. 

The  same  spinning  of  the  earth 
which  took  us  out  of  the  sunlight  in 
the  evening  will  bring  us  back  into 
the  sunlight  the  next  morning,  and 
temperatures  will  begin  to  rise 
again.  It  is  not  a  matter  of  escaping 
disaster  by  "■luck.1'' 

Economic  processes  likewise  signal 
through  prices  the  costs  of  raising 
children  and  the  costs  of  using  natural 
resources.  Moreover,  contrary  to  the 
vision  of  the  anointed,  other  people 
are  not  oblivious  to  their  options  or 
the  costs  of  those  options. 

Contrary  to  hysteria  about  the  ex- 
haustion of  natural  resources,  the 
known  reserves  of  petroleum,  for  ex- 
ample, are  greater  than  they  were  a 
quarter  of  a  century  ago,  and  the 
prices  of  many  other  natural  resources 
have  been  falling  as  a  result  of  their 
abundance. 

That  is  good  news  for  most  of  us 
but  it  is  bad  news  for  those  trying 
every  avenue  by  which  they  may  im- 
pose their  superior  wisdom  and  virtue 
on  others.  Look  for  more  internation- 
al conferences,  financed  by  the  unnat- 
ural resources  of  government.  ■■ 
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K^Jive  your  executives  the  latest  in  transportation.  In  an  all-new  1QQ5  Lumina.  With  standard 
dual  air  hags,  available  anti-lock  brakes  and  our  exciting  inside-out  design,  the  new  Lumina  is 
destined  to  become  the  flagship  of  all  Chevy  fleet  vehicles.  Over  2000  consumers  ai  JeJ  in  its 
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hicle  Leasing— 
|aking  It  Work  For  You 

RODNEY  J.  COUTS,  CVLE 

tcunvE  Director, 

noNAL  Vehicle  leasing  association 

Consumer  auto  leasing  has  become 
e  of  the  most  explosive  areas  of  growth 

the  automotive  industry  in  more  than  a 
:ade.   Analysts  predict  that  more  than 

million  new  vehicles  will  be  sold  in 
)4,  with  leasing  accounting  for  more 
n  25%  of  those  deliveries.  Experts 
o  predict  that  1994  will  be  the 


mined  that  27%  of  new  car  deliveries  to 
consumers  in  1993  were  leases,  a  tenfold 
increase  from  a  decade  ago.  Leasing  has 
grown  by  an  average  of  2%  to  3%  each 
year  since  1986,  influenced  in  part  by  the 
Tax  Reform  Act  of  1986,  which  eliminated 
many  tax  benefits  that  favored  purchasing. 

The  most  significant  influence  on  leas- 
ing's  growth,  according  to  CNW,  has  been 
a  decline  in  the  disposable  savings  of 
Americans.  In  1987,  more  than  70%  of 
disposable  savings  were  available  for  the 
purchase  of  consumer  goods.   By  1993, 


have  risen  an  average  of  $1,000  per  year 
over  the  last  few  years,  bringing  the 
average  new  car  price  to  slightly  less  than 
$19,000.  Consumers  are  finding  it  harder 
to  meet  the  traditional  20%  down  payment 
required  in  a  purchase;  leasing  fills  the  gap 
by  requiring  less  money  upfront  and  offer- 
ing lower  monthly  payments. 

LEASING  IS  NOT  A  NEW  IDEA 

Up  until  the  mid-1980s,  vehicle  leasing 
was  a  financial  instrument  used  primarily 


ond  greatest  year  for  r 
w  car  sales,  topped  [ 
[y  by  the  1984  model  year,  when  more 
n  16  million  new  vehicles  were  sold. 
At  least  part  of  the  expected  growth  in 
omobile  sales  can  be  attributed  to  a 
ictrum  of  attractive  financing  alterna- 
is.  Among  them,  leasing  has  grown  at  a 
:ater  rate  than  any  other.  CNW 
rketing/Research,  a  Bandon,  Ore.,  firm 
t  tracks  the  leasing  market,  has  deter- 
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that  figure  fell  to  less 
than  40%,  the  result  of. 
among  other  things,  higher  taxes  and 
increased  living  costs.  Moreover,  automo- 
biles faced  increased  competition  for 
consumer  dollars  from  home  electronics, 
personal  computers,  vacations  and  personal- 
investment  products. 

The  result  is  that,  as  automobile  prices 
have  escalated,  consumers  have  had  less 
money  to  invest  in  them.  New  car  prices 


by  businesses  to  acquire  automobile  fleets. 
Automobile-leasing  services  were  offered 
primarily  by  independent  leasing  companies 
and  financial  institutions,  which  started  the 
leasing  industry  shortly  after  World  War  II. 
Now  that  consumers  have  come  to 
understand  the  benefits  of  leasing,  auto 
manufacturers  have  entered  the  fray  in  an 
attempt  to  serve  this  growing  market. 

The  National  Vehicle  Leasing 
Association,  an  organization  representing 
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consumer  vehicle  lessors,  was  founded  in 
1968  in  California,  after  a  group  of  leasing 
pioneers  realized  that  the  exchange  of  data 
on  this  fast-growing  industry  could  be  a 
tremendous  benefit  to  individuals,  not 
just  businesses. 

LEASING  VERSUS  OWNERSHIP 

The  basic  difference  between  a  lease 
and  a  purchase  is  that  in  a  lease  you  do 
not  own  the  vehicle  at  the  end  of 
the  term.  But  there  are  greater 
financial  differences  to 
consider.  A  leased 
vehicle  generally 
has  the  same 
protections  as  a 
purchased  vehi- 
cle, including 
manufacturer 
warranties  and 
lemon-law  protec 
tion.  State  laws  deter- 
mine whether  these  coverages 
are  excluded.  Insurance  coverages  will 
usually  differ,  however,  with  the  lessor 
requiring  higher  coverage  amounts  and 
lower  deductibles.  The  added  protection 
helps  to  better  insulate  the  lessee  in  a  loss- 
claim  situation. 

FINANCIAL  ADVANTAGES 
OF  LEASING 

The  principal  financial  advantage  of 
leasing  is  that  it  conserves  cash.  Entering 
a  lease  may  require  paying  as  little  as  an 
amount  equal  to  one  monthly  payment 
and  a  refundable  security  deposit,  usually 
also  equal  to  one  monthly  payment.  A 
typical  purchase  requires  a  20%  down 
payment.  The  difference  can  be  substantial. 
Using  as  an  example  a  1994  Honda  Accord 
LX  with  automatic  transmission  at  a  price 
of  $17,500  and  a  tax  rate  of  7%,  the  20% 
down  payment  would  be  $3,710,  assuming 
the  sales  tax  is  financed.  If  the  same  vehicle 


were  leased,  the  cash  requirement  at  lease 
inception  typically  would  be  less  than 
$1,000— a  savings  of  at  least  $2,700  from 
day  one. 

Additional  savings  are  realized  with 
each  monthly  payment.  In  a  lease,  the 
monthly  payment  is  based  only  upon  the 
amount  of  the  vehicle's  depreciation 
expected  to  be  incurred  during  the  lease 
term.  In  a  purchase,  the  monthly  payment 
is  based  upon  the  vehicle's  entire  purchase 
price.  The  resulting  differential,  which  can 
be  as  much  as  20%  less  in  a  lease,  is  cash 
in  the  bank  for  the  lessee. 

Another  financial  advantage  to  leasing 
is  that  in  most  states  the  sales  tax  can  be 


If  the  initial  purchase  price  exceeds 
guideline  limits,  you'd  be  required  to 
upfront  the  difference  between 
purchase  price  and  the  loan  limit. 

CONSIDERATIONS  IN  A  LEASE 

A  lease  contract  will  either  be  closi 
end  or  open-end.   In  the  more  comra 
closed-end  (or  "walk-away")  lease, 
leasing  company  is  responsible 
disposing  of  the  vehicle  and  determin 
its  value  at  the  end  of  the  term.  In 
open-end  lease,  the  lessee  assume 
greater  responsibility  for  the  leaa 
vehicle's  end-of-term  value.   While  I 


term  of  the  r  ,  Consumer  Leasing  Act  pr 


paid  over  the 

lease,  so  the  lessee  again  !  1995  INFINITI  Q45 
conserves  cash. 

One  of  the  arguments  against  leasing  is 
that  at  the  end  of  the  term  you  do  not  own 
the  vehicle.  But  if  you  tend  to  acquire  a 
new  vehicle  every  three  to  five  years,  the 
issue  of  ownership  is  much  less  important. 
Although  in  a  purchase  you  end  up 
owning  the  vehicle,  the  car  will  generally 
be  worth  much  less  than  the  amount 
invested  to  acquire  it,  since  it  continuously 
loses  its  value. 

Some  financial  institutions  now  offer 
automobile  loans  that  require  a  lower 
down  payment,  or  none  at  all.  But  be 
aware  that  reducing  the  down  payment 
subjects  a  greater  amount  to  interest 
charges,  thereby  increasing  the  cost  to  pur- 
chase. Some  institutions  offering  100% 
financing  will  provide  this  loan  only  if  the 
vehicle's  price  is  within  certain  guidelines. 


vides  protection  in  eith 
lease,  in  an  open-end  leai 
the  lessee's  end-of-term  liability  is  limite 
to  a  total  of  three  monthly  payments, 
the  lessee  fails  to  maintain  the  vehic 
in  proper  operating  condition,  the  less< 
has  the  legal  right  to  recover  additions 
amounts  to  bring  the  vehicle  back  to  i 
proper  condition. 

Another  consideration  is  the  right 
purchase  the  vehicle  at  the  end  of  th 
term.  A  closed-end  lease  will  typicall 
offer  three  purchase  options:  no  purchase 
fixed-dollar  purchase  or  fair  market  value 
An  open-end  lease  typically  offers  a  fixed 
dollar  purchase  option,  in  which  the  pricl 
is  established  at  lease  inception.  A  fail) 
market-value  purchase  option  will  not 
determined  until  the  end  of  the  lease  am 
will  be  based  on  the  vehicle's  market  valu 
at  the  time  the  lease  expires. 


MY  COMPANY. 


Dale  A.  Webley,  Cadillac  Staff  Project  Engineer 


NORTH  STAR  SYSTEM:  "Engineering  the  Northstar  System  is  like  being 
on  a  championship  team.  We  have  the  engine  the  competition  is  trying  to  beat. 
Nobody  else  gives  your  executives  a  300-horsepower  V8  that 
takes  them  100,000  miles  before  their  first  scheduled  tune-up  like  the  Seville  STS. 
But  were  already  setting  our  goals  even  higher.  We  shoot  for  the  moon, 
I  should  say  the  stars,  at  my  company:  Cadillac." 
NORTHSTAR  SYSTEM:  300-HP  V8  •  ROAD-SENSING  SUSPENSION  •  TRACTION  CONTROL 
•  ABS  •  SPEED-SENSITIVE  STEERING  •  PLUS  DUAL  AIR  BAGS  •  CALL  1-800-4 3-FLEET 


Cadi  i  i  a  c 

Cre at i  in  g  A  Higher  S ta n d a r d , M 


®  Always  wear  safety  belts,  even  with  air  bags.  ©  1994  CM  Corp.  All  rights  reserved.  CADILLAC,  NORTHSTAR,  SEVILLE, 
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MILEAGE  LIMITATIONS 

Mileage  limitations,  if  imposed,  estab- 
lish the  maximum  amount  of  depreciation 
the  vehicle  is  expected  to  incur  during  the 
term.  If  the  vehicle  exceeds  this  limit,  it 
will  be  worth  less  than  originally  calculat- 
ed. A  typical  lease  allows  12,000  to 
15,000  miles  per  year.  If  the  limit  is 
exceeded,  most  lessors  will  impose  a 
charge  of  10  cents  to  16  cents  for  each 
mile  over  the  total  lease  limit.  The  best 
way  to  avoid  these  charges?  If  you  expect 
to  exceed  the  mileage  limitations,  adjust 
your  contract  accordingly.  It  may  be  pos- 
sible to  negotiate  a  lower  per-mileage 
charge  at  the  beginning  of  the  lease.  Or 
you  might  negotiate  to  pay  for  excess 
mileage  in  advance  and  receive  a  credit  at 
the  end  of  the  term  if  you  do  not  incur  the 
additional  mileage. 

EXCESS  WEAR-AND-TEAR  CHARGES 

Charges  for  excess  wear  and  tear  cover 
any  additional  depreciation  incurred  on 
the  vehicle  during  the  lease  term.  These 
can  easily  be  avoided  by  maintaining  the 
vehicle  in  its  proper  operating  condition, 
which  in  most  cases  is  clearly  described  in 
the  vehicle's  operating  manual.  The  lease 
contract  assumes  that  some  damage,  such 
as  minor  door  scratches,  is  unavoidable. 
But  more  severe  damage  is  not  included 
within  the  lease's  expectations.  Excess 
wear-and-tear  charges  will  normally  cover 
the  costs  of  replacing  worn  tires,  fixing 
dents  and  dings  in  the  bodywork  and 
replacing  nonworking  equipment  on  the 
vehicle.  The  Consumer  Leasing  Act 
protects  the  lessee  by  requiring  that  any 
charges  levied  by  the  lessor  for  excess 
wear  and  tear  must  be  reasonable. 

Remember  that  even  in  a  purchase, 
you  will  incur  similar  charges  if  you  fail  to 
maintain  the  vehicle  or  you  accumulate  a 
high  amount  of  miles — in  the  form  of  a 
lower  resale  value  when  you  eventually 


dispose  of  the  vehicle.  The  point  is,  these 
costs  are  not  unique  to  leasing. 

LEASE  ASSIGNMENT  RIGHTS 

Since  you  are  not  the  owner  of  the 
vehicle,  you  do  not  have  the  right  to  turn 
the  car  over  to  a  third  party  without  the 
lessor's  permission,  as  is  clearly  stated  in 
the  contract.  As  the  lessee  has  the  ultimate 
financial  responsibility  for  fulfilling  the 
contract,  giving  the  vehicle  to  a  third  party 
without  the  lessor's  permission  does  not 
absolve  the  lessee  from  making  the 
contract  whole.  If  the  unauthorized  third 
party  fails  to  make  the  required  payments, 
the  lessor  will  turn  to  the  original  lessee  to 
recover  the  deficiencies,  including  the 
vehicle's  expected  residual  value  if  the 
vehicle  cannot  be  located.  Always  notify 
the  lessor  if  for  some  reason  a  reassign- 
ment becomes  necessary. 

EARLY  TERMINATION 

A  lease  contract  is  structured  to  recover 
the  amount  of  depreciation  expected  to  be 
utilized  over  the  term  of  the  lease. 
However,  a  vehicle  depreciates  at  a  greater 
rate  than  that  recovered  by  lease  payment. 
In  addition,  the  lease  payment  assumes 
that  the  lessor  will  recover  the  fees  for  his 
service  over  the  term  of  the  entire  lease. 
As  a  result,  terminating  a  lease  early  means 
that  a  lessor  will  incur  additional  charges  to 
make  up  for  actual  depreciation  and  the 
charge  for  the  lessor's  services. 

Depreciation  is  defined  in  the  lease 
contract  under  the  early-termination 
clause.  The  capitalized  cost  of  the  lease, 
which  is  the  sum  of  the  monthly  payments 
plus  the  vehicle's  residual  value,  is  the 
starting  point  for  the  calculation  of  the 
early  termination  charge.  Lessors  recog- 
nize depreciation  through  a  number  of 
actuarial  methods,  each  of  which  yields  a 
different  mathematical  result  and  a  greater 
or  lesser  financial  responsibility  for  the 
lessee.  Understand  what  method  will  be 
used  and  what  your  responsibilities  are  if 
an  early  termination  becomes  necessary. 

The  best  way  to  avoid  an  early  termi- 
nation charge  is  to  match  the  lease 
contract  for  as  long  as  you  expect  to  keep 
the  vehicle.  Don't  enter  a  48-month  lease 
if  you  know  that  you  plan  to  keep  the 
vehicle  for  36  months.  Although  the 
longer  lease  term  results  in  a  lower 


monthly  payment,  it  will  likely  cost  ) 
more  money  to  terminate  early  than  if  ] 
had  taken  the  shorter-term  lease  in 
first  place. 

CAPITALIZED  COST  AND 
THE  EFFECT  OF  REDUCTION 


The  capitalized  cost  of  a  lease  represe 
the  amount  paid  by  the  lessor  for  the  vehi 
plus  any  other  upfront  charges  financed! 
the  lease.  The  depreciation  portion  o 
lease  payment  is  calculated  by  subtracti 
the  residual  value  from  the  capitalized  c 
and  dividing  that  sum  by  the  number 
monthly  payments  in  the  lease  term. 

Amounts  paid  at  the  beginning  of  t 
lease  to  reduce  the  capitalized  cost  a 
known  as  cap-cost-reduction  payment 
These  reduce  the  amount  to  be  financ! 
during  the  lease  term,  resulting  in  a  low 
monthly  payment.  Some  leases  advertisl 
today  require  large  cap-cost  reductions 
up  to  $5,000,  in  order  to  make  the  montl 
payment  more  attractive.   While  a  lar 
cap-cost  reduction  lowers  the  month| 
payment,  it  also  consumes  more  cash 
inception,  which  in  many  ways  contradiq 
the  basic  theory  of  leasing.  Among 
things  to  weigh  are  the  investment  oppcj 
tunities  forfeited  by  paying  a  large  cap-cq 
reduction  amount. 

While  the  capitalized  cost  does  have  a 
important  role  in  the  calculation  \ 
liability  in  an  early  termination,  the  re 
focus  of  your  lease  analysis  should  be  tn 
total  cost  of  the  lease,  which  includes  trj 
total  of  all  the  monthly  payments  and  an 
end-of-term  purchase  option,  if  one  exists 

WARRANTY  COVERAGE 


The  lease  contract  is  required  | 
disclose  whether  the  vehicle  is  covered  h 
the  manufacturer's  warranty.  Shoner-terj 
leases  are  especially  attractive,  as  th| 
warranty  will  likely  be  in  effect  during  thi 
entire  lease  term.  Always  consult  thj 
vehicle  lessor  to  determine  what  warrant 
coverages  are  included,  and  how  long  the 
will  be  in  effect.  You  may  wish  to  conside 
an  extended  warranty  if  the  origina 
warranty  will  expire  during  the  lease  term. 

INSURANCE  REQUIREMENTS 

A  lease  will  require  higher  limits  fo 
liability  and  comprehensive  insuranci 


s 


You  want  the  tax  and  cashflow  benefits  of 
a  vehicle  leasing  program,  but  where  do 
you  turn  for  worry-free  fleet  management? 

Since  1946,  EMKAY  has  shown  nearly  two 
million  commercial  fleet  users  how  to  save 
time  and  money  -  and  preserve  their 
peace  of  mind.  From  helping  to  select  the 
right  vehicle  to  providing  customized 
financing,  insurance  and  maintenance 
plans,  EMKAY  takes  care  of  everything. 

For  starters,  you  can  rest  assured  we'll 
hold  the  line  on  operating  expenses.  We 
offer  substantial  pricing  discounts  through 
our  network  of  nationwide  service  compa- 
nies. And  we  guarantee  the  cost  of  many 
of  our  plans  so  there  are  no  unpleasant 
billing  surprises. 

It's  also  comforting  to  know  that  EMKAY 
brings  the  latest  technological  advances  to 
fleet  management.  Like  automatic  vehicle 
registration  and  license  renewal. 
Comprehensive  billing  that  consolidates 
expenses  into  one  monthly  invoice  for 
easy  record-keeping.  And  an  on-line  infor- 
mation service  that  provides  instant  status 
updates  on  every  vehicle  in  your  fleet. 

With  EMKAY,  you  have  one  of  the  oldest 
and  most  experienced  companies  in  the 
industry  at  your  side.  As  we  like  to  say,  we 
make  cost-efficient  fleet  management  our 
business  -  so  you  can  get  on  with  yours. 


805  West  Thorndale  Avenue,  Itasca,  IL  60143 

1-708-250-7400 


We  tested  nearly  a  hundred 
leather  samples  from  around  the  globe. 
One  of  them  won  by  a  nose. 


)4  bifiniti  Division  of  Nissan  Motor  Corporation  U.S.A. 


Of  all  the  things  that  have  come  to  defi  ne  a 
luxury  car,  one  is  so  familiar  and  so  expected  that 
the  average  buyer,  or  manufacturer  for  that  matter, 
doesn't  seem  to  think  much  about  it. 

We  refer,  of  course,  to  the  leather-appointed 
interior.  An  aspect  of  the  Infiniti  J 30  that  our  design- 
ers have  thought  a  great  deal  about,  in  fact. 

For  example,  they  did  extensive  testing  on  scores 
of  samples  in  an  effort  to  determine  the  ideal  leather 
for  the  J30.  And  it  wasn  t  even  the  part  you  see  or 
sit  on.  (That  required  an  additional  battery  of  tests.) 
It  was  the  part  you  smell.  The  aroma  that  greets  you 
the  first  time  you  open  the  door,  and  that  stays  with 
you  for  years  down  the  road. 

Now,  if  we  spent  that  much  time  and  effort  to 
appeal  to  only  one  of  your  senses,  imagine  how  much 
went  into  appealing  to  the  other  four. 

No  need  to  imagine,  actually.  You  can  just  give 
us  a  call  at  1-800-356-8636  to  learn  more.  Or,  even 
better,  you  can  arrange  for  a  Guest  Drive  at  your 
Infiniti  showroom. 

And  experience  firsthand  the  advantages  all 
those  years  of  hard  work  have  earned  for  you.  Including 
the  sweet  smell  of  success. 

Its  everything  thats  possi  hie. 
INFINITI, 
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coverages  with  lower  deductibles  than  a 
typical  purchase.  The  higher  coverage 
limits  help  to  protect  you,  as  well  as  the 
lessor,  in  the  event  of  an  accident  or  total 
loss  of  the  vehicle.  The  higher  coverage 
may  cost  more,  but  the  additional 
protection  in  today's  litigious  environment 
brings  better  peace  of  mind  for  all  parties. 

Gap  insurance,  available  only  to 
lessees,  covers  the  difference  between 
what  is  owed  on  the  lease  contract  and  the 
amount  the  primary  insurer  will  pay  in  a 
total  loss.  This  is  most  important  during 
the  early  years  of  a  lease  when  the  differ- 
ence between  these  two  amounts  is 
greatest.  Gap  insurance  is  relatively 
inexpensive,  often  costing  less  than  $200  to 
purchase,  and  with  some  leases  it  is 
automatically  included  by  the  lessor.  Be 
sure  to  ask  about  gap  coverage  before 
entering  a  lease. 

ELEMENTS  OF  THE  LEASE  PAYMENT 

A  lease  payment  has  three  basic 
components:  the  depreciation  portion  of 
the  payment,  lease-factor  charges  and 
sales  tax. 

Again,  the  charge  for  depreciation  is 
calculated  by  subtracting  the  residual  value 
from  the  capitalized  cost  and  dividing  that 
sum  by  the  number  of  monthly  payments 
anticipated  in  the  lease  contract.  The 


residual  value  is  the  vehicle's  expected 
end-of-term  value  established  at  the  begin- 
ning of  the  lease.  Residual  value  is  set 
using  industry  guidebooks,  which  estimate 
a  vehicle's  resale  value  at  various  points  in 
its  useful  life.  This  value  is  set  by  'tracking 
historical  trends  in  used-car  sales,  which 
are  then  applied  to  current  models  to 
estimate  future  values. 

The  lease  factor  is  a  charge  covering 
the  lessor's  costs  for  providing  financing 
and  various  other  services.  The  lease 
factor  should  not  be  confused  with  an 
interest  rate.  It  is  expressed  as  a  number, 
such  as  3.5  or  4.0.  To  calculate  the  charge, 
convert  the  lease  factor  to  a  number  with 
four  decimal  places — in  this  instance,  3.5 
becomes  .0035 — then  multiply  this  by  the 
sum  total  of  the  capitalized  cost.  Some 
leases  only  apply  the  factor  against  the 
capitalized  cost,  but  this  will  generally 
increase  the  lease  factor. 

The  monthly  lease  payment  is  the  total 
of  the  monthly  charge  for  depreciation  and 
the  lease-factor  charge.  The  final  compo- 
nent of  the  monthly  lease  payment  is  sales 
tax,  set  by  a  local  or  state  jurisdiction  and 
applied  against  the  other  two  components 
of  the  lease  payment.  The  combined  sum 
of  these  three  elements  is  the  monthly 
lease  payment. 

SHORT-TERM  LEASING 

Lease  contracts  originating  in  the  mid- 
'80s  often  had  lease  terms  ranging  from  48 
to  60  months.  Today  the  average  term  is 
closer  to  36  months,  as  automobile  manu- 
facturers and  leasing  companies  guide  more 
lessees  toward  shorter-term  lease  contracts. 

In  a  shorter-term  lease,  lessees  have 
the  opportunity  to  match  more  \  Yo95"buicK 
closely  their  transportation    


needs  with  their  personal  needs.  Whei 
it's  the  desire  to  drive  a  sport-utility  veh 
now  and  move  into  a  minivan  when 
family  grows,  the  decision  can  be  made 
a  more  timely  manner.  Another  benefi 
that  the  warranty  will  likely  be  in  efl 
during  the  entire  lease  term,  providing 
added  measure  of  protection. 

PRE-OWNED  VEHICLE  LEASING 


The  growing  popularity  of  shorter-te 
leases  has  resulted  in  a  new  marll 
segment  for  the  automobile  industry: 
leasing  of  pre-owned  vehicles.     It  is 
uncommon  for  vehicles  leased  on  a  shdi 
term  basis  (24  months  to  36  months)) 
return  with  30,000  to  40,000  miles  on  tfisj 
and  in  well-maintained  condition.  T| 
improved  quality  of  today's  automobil) 
makes  these  pre-owned  vehicles  ve| 
attractive  for  lease.   Domestic  and  impc 
manufacturers   have   joined  leasin 
companies  by  creating  programs  to  retujl 
pre-owned  vehicles  in  good  condition 
the  leasing  market.   In  many  cases,  th^i 
feature  extended  warranties. 

SHOPPING  FOR  THE  BEST  LEASE 

Getting  the  best  deal  on  a  lease  meail 
more  than  getting  the  lowest  monthly  pal 
ment.  Among  other  considerations  are  ho 
much  money  is  required  to  enter  the  leasj 
your  purchase-option  rights  and  price  an 
the  consequences  of  an  early  termination. 

You  should  feel  comfortable  with  thi 
leasing  company.  A  good  one  will  g| 
through  the  lease  with  you  in  detail  I 
ensure  that  you  understand  the  contrac 
Don't  be  afraid  to  ask  questions.  If  you'r 
not  completely  comfortabl 


RIVIERA : 


with    the    responses  yo 


Critically  acclaimed. 
Now  available  on  video. 


"Tlie  J30t  offers  good  power,  a  high  level 
of  refinement,  numerous  safety  features, 
an  exhaustive  list  of  standard  creature 
comforts,  and  a  beautiful  body  to  boot'.' 

Car  and  Driver 
September  1993 


.  highly  refined  rear- 
tive  sedan,  absolutely 
ipping  with  luxury.' 

Road  &  Track,  1993 
jmplete  Car  Buyers  Guide 


...an  excel, 


tormer  m 


zllent  perfo 
all  situations,  from  high- 
speed merges  to  passing". 

New  York  Post  Auto  Saturday 

Aprd  24,  1993 


Built  to  tolerances  of  .001  inch.  State-of-the- 
art  construction  and  design.  Full  spectrum  sound. 

And  were  just  talking  about  our  video.  Which, 
by  no  mere  coincidence,  is  the  ideal  way  to  become 
acquainted  with  a  luxury  sedan  that  has  received 
enthusiastic  "thumbs  up"  from  critics  and  drivers 
alike:  The  Infiniti  J30. 

To  receive  a  copy  of  our  video,  or  to  arrange  for 
a  Guest  Drive,  simply  call  our  toll-free  number. 

Who  knows?  It  could  be  the  one  time  you  and 
the  critics  find  yourselves  in  complete  agreement. 

1-800-458-8517 

It's  everything  that's  possi  hie: 


(j^  I  N  F  I  N  I  T  I 


"A  jewel  of  a  sedan: 
beau  tifully  cut  and 
nearly  flawless'.' 

Car  and  Driver 
bepte  mter  1993 


)  1QQ4  Infiniti  Division  of  Nissan  Motor  Corporation  U.S.A. 
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receive,  try  elsewhere. 

And  don't  assume  that  the  components 
of  the  lease  are  non-negotiable.  Ask 
whether  there  is  negotiating  room  on  such 
items  as  the  capitalized  cost,  lease  term 
and  purchase  options. 

Leases  are  available  from  automobile 
dealers,  independent  leasing  companies, 
banks  and  some  credit  unions — a  wide 
array  of  alternatives  from  which  to  select. 
Shop  around  and  compare  the  deals 
offered  by  each. 

Finally,  make  your  lease  compar- 
isons using  the  same  vehicle  with  the 
same  options  and  equip- 
ment. Otherwise, 
your  comparisons 
become  distorted 
and  only  confuse 
the  final  decision  to 
lease  or  buy. 

Leasing  may  not 
be  for  everyone.  But  by 
doing  your  homework, 
you  can  make  leasing  work  for  you.  In  the 
end.  your  personal  priorities  should  influ- 
ence your  decision  to  lease  or  buy.  Keep 
in  mind  the  financial  impact  of  that  choice. 

Vehicle  Fleet  Leasing 
And  Management  - 
For  Businesses  Around 
The  Corner  And 
Around  The  World 

By  Mary  T.  Tavenner 
Executive  Director, 
American  automotive 
Leasing  association 

In  today's  complex  business  environ- 
ment, companies  are  focusing  on  the  most 
effective  use  of  resources  at  the  lowest  cost. 
Sales  and  service  forces,  managers,  execu- 


tives and  others  who  drive  vehicles  for 
business  must  be  assured  of  reliable,  cost- 
effective  transportation  to  reach  their 
performance  goals.  Enhancing  a  fleet's 
effectiveness  on  the  road  while  improving 
return  on  investment  and  managing  oper- 
ating expenses  is  essential  to  achieving 
business  objectives. 

Leasing  cars  and  trucks  can  offer 
significant  advantages  over  purchasing,  in 
that  it  releases  capital  for  more  productive 
use,  assures  accurate  tax  records  and  cuts 
administrative  burdens.  Beyond  the  finan- 
cial advantages,  many  organizations  are 
looking  to  fleet  management  companies  to 
provide  the  professional  services  necessary 
to  keep  vehicles  running  efficiently  and  at 
the  lowest  possible  cost. 

Fleet  leasing  is  not  new  to  large 
corporations.   Indeed,  according  to  the 


of  a  fleet,  reimbursement  to  employees 
use  of  their  personal  vehicles,  or  fl 
leasing  and/or  management. 

CORPORATE  OWNERSHIP 

Corporate- ownership  requires  ini1 
cash  outlays  or  tying  up  company  ere 
lines  that  could  be  used  more  productive 
Vehicle  capitalization  and  loans  also  ; 
reflected  on  a  company's  balance  she 
Corporate  purchasers  must  assume  ' 
responsibility  for  state  sales  tax.  II 
corporate  purchasers  do  not  enjoy  t 
volume  purchasing  power  of  commerq 
fleet  lessors. 

The  corporation  must  also  maintain 
selling  and  purchasing  organization,  kej 
track  of  all  titling,  licensing  and  insurani 
records,  be  responsible  for  vehicle  maint 


9&L 


1994  Automotive  Fleet  Fact 
Book,  nearly  70%  of  busi- 
nesses that  operate  more  than  25  cars  and 
trucks  are  under  lease  or  management 
contracts.  The  market  for  leased  fleet  cars 
is  projected  to  grow  to  5,225,000  units 
nationwide  by  the  end  of  1995.  Truck 
leasing  is  projected  to  grow  even  faster, 
hitting  more  than  3  million  leased  units 
by  1995,  triple  the  number  of  leased 
trucks  in  1990. 

Fleet  leasing  and  management  is  not 
just  for  larger  corporations,  however.  The 
preservation  of  capital  is  even  more  critical 
for  start-up  companies  and  small  businesses. 
Additionally,  as  businesses  become  more 
global,  there  exists  an  increased  need  for 
efficient  fleet  leasing  and  management  on 
an  international  scale. 


1995  CHEVROLET  LUMINA  j  nance  and  emer8enc| 
 — -t  -1  replacements,  and  monitc 

government  laws  and  regulations  as  we! 
as  manufacturers'  fleet  incentive  program? 
Finally,  corporate  owners  must  arrange  fq 
the  sale  of  used  fleet  vehicles,  aj 
unproductive  use  of  employees'  time. 

Generally,  corporate  ownershifB 
requires  a  substantial  investment  ir 
personnel,  equipment,  space  and  financial 
resources — costs  that  a  lessor  spread: 
over  time  and  many  customers,  signifi 
cantly  reducing  overhead  for  its  cus- 
tomers. However,  if  ownership  is  the 
preferred  method  of  vehicle  acquisition 
many  lessors  offer  fleet/vehicle  manage- 
ment services  in  which  the  lessor  assumes 
the  administrative  management  of  an 
owner's  vehicle. 


LEASING  VERSUS  PURCHASE 

Businesses  that  need  fleets  of  vehicles 
have  three  choices:  corporate  ownership 


EMPLOYEE  REIMBURSEMENT 

Reimbursing  an  employee  for  the 
business  use  of  a  personal  vehicle  does 


I 


J    1 11  ill    1  II 

Pulling  ahead_in  big^ir 

.  ..it's  the  Foid  attitude. 

ie  location  of  the  Ford  Heavy  Truck  Dealer  nearest  you,  call  1-800-FORD  1ST. 


TRUCKS 


Advertisement  1'4 


Automotive 


not  involve  large  initial  outlays  of  company 
assets,  but  the  following  factors  need  to 
be  considered: 

•  Insurance:  Employer-provided  fleet 
insurance  costs  are  generally  lower  than 
coverage  for  an  employee's  own  vehicle. 
If  employees  purchase  their  own  vehicle 
insurance,  their  policies  must  be  tracked  to 
ensure  they  have  proper  coverage  and  that 
business  insurance  is  in  place. 

•  Company  liability  exposure:  The 
employee's  use  of  a  personal  vehicle  for 
business  presents  company  liability 
exposure  during  business  hours  and,  in 
some  cases,  after  hours.  Unlike  company- 
provided  vehicles,  an  employer  has  far  less 
control  over  the  employee's  use  of  the 
vehicle,  thus  potentially  increasing  the 
liability  risk.  Additionally,  fleet  administra- 
tors and  management  companies  routinely 
provide  driver-safety  programs  not  avail- 
able to  drivers  using  their  own  vehicles. 

•  Vehicle  price:  Due  to  the  retail  price 
of  a  suitable  business  vehicle  and  restrictive 
income  tax  treatment,  costs  to  employees 
who  use  their  own  vehicles — which  are  in 
turn  reimbursed  by  the  company — are 
higher.  Because  employer-provided  fleets 
are  purchased  or  leased  at  wholesale 
prices,  they  are  less  expensive. 

•  Employee  costs:  Federal  tax  law 
permits  businesses  to  reimburse  employees 
for  use  of  their  own  vehicles  without 
creating  taxable  income  and  withholding 
requirements.  However,  the  allowable 
per-mile  reimbursement  is  usually  far 
lower  than  actual  costs,  and  does  not 
begin  to  cover  such  expenses  as  wear  and 
tear  incurred  by  the  employee.  Due  to 
limits  on  personal  tax  deductions, 
employees  cannot  fully  recoup  these 
additional  expenses  on  their  individual  tax 
returns.  Therefore,  not  only  do  reim- 
bursed employees  have  to  assume  the 
wear-and-tear  costs,  they  rarely  realize 
"true"  reimbursement. 

•  Maintenance:  Unlike  fleet  manage- 
ment companies,  employees  are  charged 


retail  prices  for  maintenance  and  repairs, 
further  exacerbating  price  inequities. 

WHY  FLEET  LEASING 
AND  MANAGEMENT  IS  THE 
PREFERRED  CHOICE 

Both  small  and  large  businesses  now 
see  fleet  leasing  as  the  most  advantageous 
way  of  financing  corporate  fleets,  all 
for  reasons  involving  the  preservation 
of  working  capital  to  be  employed 
in  the  company's  principal  business. 
They  include: 

•  No  major  outlay  of  capital:  Except 
for  a  refundable  security  deposit  required 
on  most  leases,  the  lessee  need  not  use 
capital  to  buy  vehicles  or  make  a  substan- 
tial down  payment  as  is  required  with 
regular  installment  loans. 

•  Lower  monthly  payments:  A  com 
pany's  outlay  over  the  term  of  the  lease  is 
dramatically  lower  than  the  comparable 
finance  transaction.  The  average  monthly 
savings  range  from  20%  to  25%. 

•  Lower  depreciation:  While  an 
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automobile  depreciates  faster  than  rr 
other  fixed  assets,  monthly  lease  paymt 
are  lower,  based  on  the  value  of  the  veh 
at  the  end  of  the  term,  not  the  entire  va 
of  the  car.  The  lessee  pays  for  depreciat 
only  for  the  lease  term. 

•  Administrative  cost  savings:  Fll 
lessors  routinely  perform  time-consum 
administrative  functions,  such  as  licen 
title  and  insurance  record  retentu 
keeping  track  of  manufacturers'  rec 
campaigns  and  federal,  state  and  local 
administration.  Commercial  lessees  h 
to  deal  with  just  one  monthly  billing  t  tfc 
covers  all  necessary  services. 

•  Vehicle  price  advantages:  Fie 
receive  manufacturers'  price  advantaj 
not  available  to  individual  purchase 
Fleet  leasing  companies,  which  aggreg; 
vehicle  orders  from  a  number  of  flee 
have  the  ability  to  further  reduce  the  usi 
discounts  passed  on  to  the  lessee. 

•  Efficient  vehicle  selection  ai 
delivery:  Fleet  lessors  guide  their  cliei 
in  vehicle  selection  (make,  model,  c 
and  style)  based  upon  their  particu 
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On  The  Move:  Productivity  Gains  Drive  Truck  Leasing 


by     David  Gould 


For  any  company  with  goods  to  distribute  and  a  transit  budget  to  guard,  heavy  tru( 
leasing  offers  a  wide  spectrum  of  freight-moving  options.  In  the  U.S.,  there  is  a  growir 
demand  for  the  consultative,  customizing  functions  that  come  with  a  lease  agreemer 
That's  why  leases  have  grown  from  23%  of  new  truck  placements  in  1991  to  35%  today 

Many  progressive  managers  are  drawn  to  finance  leasing  and  to  the  turnkey  optic 
called  "dedicated  carriage"  because  here  they  see  extensive  sharing  of  information  an 
responsibilities,  maker-to-lessor-to-lessee.  For  a  leasing  customer  in  the  cost-conscioi 
1990s,  this  quest  for  productivity  covers  everything  from  logistical  analysis  to  drive 
training  to  the  increasing  sophistication  of  the  gleaming,  18- wheeled  vehicle  itself. 

"Trucks  are  capital  equip- 
ment, and  the  old  remedy  of 
adding  equipment  to  offset 
downtime  is  no  longer  valid," 
says  Kenneth  Smith,  general 
operations  manager  of  Ford 
Heavy  Trucks.  "What  we've  all 
learned  is,  you  build  it  right 
the  first  time." 

Smith  says  that  controlled 
cargo-transit  costs  are  an 
"unsung  hero"  in  corporate 
America's  ability  to  regain  its 
international  cost-competitive- 
ness. Today  communication 
among  users  and  providers  is 
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Pickup  &  Delivery  Vehicle 
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As.  Lessors  have  knowledge  of  the 
aifications  of  all  vehicles.  And,  with  a 
pi  understanding  of  the  resale  market, 
I)rs  can  help  select  the  options  that  will 
m  the  most  value  at  the  end  of  the 
National  fleet  leasing  and  manage- 
}  t  companies  do  business  with  a  wide 
work  of  vehicle  dealers  and  arrange  for 
■very  of  vehicles  to  a  location  most 
p/enient  to  fleet  drivers. 
,  •  Used-vehicle  disposal:  At  the  end 
lie  lease  term,  commercial  fleet  vehicle 
prs  arrange  for  the  sale  of  used  fleet 
Hides.  Not  only  do  AALA  members 
Innate  the  administrative  burden  of 
(f)osing  of  vehicles  that  have  outlived 
[r  usefulness,  they  also  assure  the  best 
Isible  price,  which  further  preserves 
Itious  capital  for  their  clients. 

TYPES  OF  COMMERCIAL 
VEHICLE  LEASES 

liThe  two  principal  types  of  long-term 
licle  leases  are  closed-end  and  open- 
l  (TRAC)  leases.  Different  variations  of 


lease  terms  and  renewal  options  are  avail- 
able, depending  on  one's  business  needs. 

Closed-end  leases  have  fixed  monthly 
lease  payments  for  a  specified  term  (e.g., 
30  months).  Closed-end  leases  often 
include  excess  mileage  and  reconditioning 
charges  if  the  vehicle  is  used  more  exten- 
sively than  expected. 

Open-end  leases  typically  carry  a 
minimum  term  of  12  months  with  an 
option  to  renew  the  lease  on  a  monthly 
basis  thereafter.  Few  open-end  leases  are 
held  for  the  maximum  term  (e.g.,  50 
months).  Open-end  lessees  may  be  eligible 
for  a  refund  or  owe  a  final  payment  if  the 
resale  price  of  the  vehicle  is  different  than 
its  "bring-back"  or  termination  value.  The 
bring-back  value  is  set  as  the  expected 
wholesale  value  for  the  vehicle  or  estab- 
lished in  the  contract  by  the  lessor  and 
lessee.  Open-end  leases  are  often  referred 
to  as  TRAC  (terminal  rental  adjustment 
clause)  leases  because  of  the  final  rental 
payment  or  refund  at  the  end  of  the  lease. 

Many  commercial  fleet  leasing  compa- 
nies offer  a  variety  of  financing  options, 


including  fixed  financing  or  those  indexed 
to  the  prime  rate,  commercial  paper  or 
certificates  of  deposit. 

FLEET  MANAGEMENT  SERVICES 

Whether  a  company  is  small  or  large, 
the  need  to  reduce  expenses  and  increase 
margins  is  the  same.  A  fleet  of  ten  vehicles 
has  many  of  the  same  operational  chal- 
lenges as  a  fleet  of  1,000.  Fleet  leasing  and 
management  companies  offer  savings  on 
every  transaction  by  designing  services  to 
meet  the  special  needs  of  any  size  business. 

Fleet  leasing  companies  deliver  a  variety 
of  value-added  services  that  increase  the 
efficient  operation  of  business  vehicles  and 
the  productivity  of  the  businesses  that 
utilize  them.  Fleet  leasing  and  manage- 
ment companies  also  offer: 

•  Fuel  programs,  through  fuel  cards 
honored  by  major  oil  companies.  This 
service  ends  out-of-pocket  company-car 
expenses  for  drivers,  allows  them  to  easily 
separate  vehicle-related  business  expenses 
from  personal  expenses,  and  saves 
administrative  time  and  paperwork  by 
eliminating  reimbursement  vouchers  and 
expense  reports. 

•  Maintenance  assistance,  which 
includes  nationwide  contract  discount 
programs  in  a  complete  network  of 
servicing  locations,  scheduled  maintenance 
programs  and  toll-free  maintenance- 
assistance  hotlines. 

•  Accident-management  services,  in 
which  fleet  management  companies  work 
with  drivers  to  arrange  for  towing,  repair, 
appraisals,  car  rentals,  claims-recovery 
assistance  and,  if  necessary,  the  sale  of 
salvage  vehicles. 

•  Emergency  roadside  assistance, 
which  includes  tire  changes,  locksmith  ser- 
vices, battery  jump  starts  and  fuel  delivery. 

•  Vehicle  mileage  and  expense  excep- 
tion reports,  which  keep  track  of  fleet 
vehicle  usage  and  identify  unusual  expenses. 

•  Driver  record  programs,  which  help 
reduce  accidents  and  a  company's  liability 
through  identification  of  drivers  with  poor 
driving  histories,  provide  a  convenient  way 
to  comply  with  federal  and  state  law  and 
insurance  company  requirements  and 
promote  safe  driving  behavior  among 
fleet  drivers. 

•  Safety  training  programs,  including 
behind-the-wheel  training,  live  presenta- 
tions and  videotapes. 


matically  candid  and  open;  problem-spotting  and  suggestions  for  solutions  no 
tger  divide  along  vendor-purchaser  lines.  Instead,  according  to  Smith,  this 
)rmation  springs  forth  from  whichever  party  can  best  provide  it. 

"On-board  computers  are  either  in  place  or  will  soon  be  in  place  to  analyze  belt 
ar,  fluid  temperatures  and  many  other  factors  that  affect  planned  and  unplanned 
intenance,"  says  Smith.  "The  ability  of  these  vehicles  to  be  measured,  tracked  and 
scast  is  becoming  more  and  more  of  an  advantage."  For  example,  if  a  particular 
nponent  from  a  regional  supplier  comes  under  suspicion,  the  manufacturer  alerts  all 
it  operators  in  the  affected  area  to  look  out  for  malfunctions. 

Prospective  lessees  are  encouraged  to  actively  communicate  their  current  needs 
1  forecast  future  ones.  "Today's  trucks  are  designed  optimally  for  specific  applica- 
is,"  explains  Smith.  "Gone  are  the  days  of  one-size-fits-all."  Since  manufacturers 

compelled  to  build  vehicles  that  can  run  around  the  clock  for  extended  time 
•iods,  the  user  who  knows  that  his  trucks  will  sometimes  sit  idle  might  take  a 
ferent  approach  to  specifications  or  maintenance.  "It  brings  up  issues  such  as 
ining  fuel  and  extended  cranking,"  notes  Smith. 

While  newer  equipment  can  reduce  on-the-road  complications,  the  lease  covenants 
mselves  remain  complex  and  worthy  of  close  study.  Leasing  consultants  encourage 
>ees  to  carefully  evaluate  the  beginning,  middle  and  last  years  of  their  proposed 
eements.  Annual  fees  are  a  major  factor,  but  the  additional  costs,  many  of  which 

subject  to  escalation,  may  cover  nonessential  services.  Also,  be  certain  of  your 
-truck  capitalized  value  at  inception  and  termination,  and  square  them  with  your 
)ected  depreciation. 

Like  other  medium-term  agreements,  a  truck  lease  should  have  options  and 
apes  that  recognize  potential  changes  in  your  company's  needs.  Just  as  you  pay 
se  attention  to  vehicle  specifications  and  operating  capacity,  you  should  also  shop 

the  lease  agreement  that  accommodates  your  needs  with  the  smallest  tie-up  of 
)ital  possible. 
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•  On-line  data  management,  ilirough 

which  fleet  managers  can  access  regularly 
updated  information  on  fleet  inventory, 
vehicle  expenses  and  maintenance  records. 

•  Vehicle  insurance  covering  liability 
and  property  damage,  as  well  as  physical 
damage  (collision,  fire,  theft,  and 
comprehensive),  which  is  offered  by 
many  commercial  fleet  lessors  at 
competitive  prices. 

•  Placement  of  vehicles  wherever 
they  are  needed,  anywhere  in  the 
country — even  in  some  out-of-the-way 
locations.  When  it  is  time  for  the  vehicle 
to  be  sold,  fleet  leasing  companies  trans- 
port them  to  areas  where  the  market  for 
resale  is  better. 


ENVIRONMENTAL  AND  ENERGY 
POLICY  AFFECTING  FLEETS 


The  Clean  Air  Act  Amendments 
of  1990  require  that  fleets  of  ten  or  more 
vehicles  operating  in 
the  nation's  most  pol- 
luted areas  acquire 
"clean-fuel  vehicles," 
beginning  in  model 
year  1998.  Addition- 
ally, the  Energy  Policy 
Act  encourages  fleets 
to  switch  from  gaso- 
line and  diesel  fuels 
to  "alternative"  fuels. 
Although  the  switch 
is  mandated  only  for 
government-  and  utilty 
-owned  vehicles,  a 
policy  trend  encour- 
ages greater  use  of  ■ 
vehicles  that  run  on  non-petroleum- 
based  fuels. 

Fleet  management  companies  have  a 
very  positive  role  to  play  in  the  reduction 
of  air  pollution  and  the  advancement  of 
alternative  fuels  in  that  centrally  managed 
fleets  are  closely  monitored  to  ensure 
that  vehicles  are  being  properly  main- 


tained and  serviced.  Central  management 
guarantees  timely  emissions  inspections, 
repairs  and  other  requirements  under 
state  and  federal  environmental  laws. 
These  vehicles  are  regularly  replaced, 
ensuring  that  newer,  cleaner  business-use 
vehicles  are  being  driven  on  our  nation's 
highways.-  Centrally  managed  used  fleet 
vehicles  are  superior  in  quality,  far  more 
likely  to  have  been  better  maintained  and 
thus,  better  for  the  environment. 

THE  GLOBALIZATION  OF  FLEET 
MANAGEMENT 


l  .S.  multinational  companies  are  looking 
at  the  advantages  of  a  more  international 
approach  to  fleet  services  in  such  areas  as 
cost  control,  company-car  policies  integra- 
tion and  economies  of  scale  through 
volume  purchasing.  Many  international 
companies  are  not  aware  of  the  number  of 
fleet-services  suppliers  they  use  around  the 
world.  As  a  result,  fleets  are  not  efficiently 
controlled  and  company-car  policies 
remain  decentralized. 

Many  fleet  leasing/management 
companies  have  become  invaluable  to 
multinational  companies  by  helping  them 
work  through  the  relevant  barriers  in  each 
country.  They  also  group  fleet  service 
offerings  in  countries  by  regions  or 
common  interest.  Most  importantly,  inter- 
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national  fleet  leasing  companies  understand 
the  business  nuances  in  each  country.  In 
this  complicated  arena,  fleet  leasing  and 
management  companies  have  helped 
businesses  coordinate  local  legal  and 
accounting  constraints  and  helped  them 
improve  their  buying  power  at  the  local 
and  country  level. 


FLEET  LEASING/MANAGEMEN 
AND  ITS  CUSTOMERS— 
A  PARTNERSHIP 


"Outsourcing"  has  given  businesses 
opportunity  to  focus  on  their  core  pn 
or  services  while  other  companies  mar 
their  support  activities.  Customers  are  1< 
ing  for  a  competitive  advantage  and  r 
constantly  focus  on  what  brings  in  the  pre 
As  a  result,  the  fleet  leasing  and  man; 
ment  industry  has  seen  more  compa 
outsource  many  parts  of  the  activitie 
fleet  administration — whether  it's  mai 
nance,  remarketing  or  safety. 

Fleet  managers  are  taking  advantage 
a  range  of  outsourcing  opportunities,  j 
fleet  leasing  and  management  industry 
striving  to  become  a  strategic  partner  v 
its  customers.  As  corporate  manaai 
experience  the  pressure  of  enhand 
productivity  demands,  they  ask  more  a 
more  from  their  fleet  managers  and 
suppliers  that  service  them.  Many  fl| 
leasing  and  management  companies 
using  client  advisory  teams,  focus  gro 
and  special  task  forces  to  help  custo 
play  an  active  role  in  setting  the  standi 
for  quality  and  performance,  which  he| 
the  fleet  leasing  industry  measure 
business  performance. 

Fleet  leasing  and  management  com| 
nies  are  valued  suppliers  of  services  a| 
productivity! 
both  small  a,l 
large  businesi 
in  the  U.S.  ail 
through*!] 
the  world,  ill 
challenge  is ) 
continue  to  C 
velop  a  numb 
of  value-addl 
products  an 
services  to  suj 
port  compani 
being  force 
to    do  mol 
with  less. 
No  compai 
w  ith  transportation  needs,  whether  tfl 
local  flower-delivery  service  or  a  mullj! 
national  corporation,  can  afford  not  I 
explore  the  financial  advantages  or  valuj 
added  services  a  fleet  leasing/managemei 
company  can  provide. 

Design:  Leslie  Singer  Design,  NYC 
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field  personnel  nationwide,  each 
an  expert  Fleet  Operations  manager  dedi- 
cated to  providing  more  personal  service 
and  less  downtime.  Not  to  mention  the 
21  service  professionals  offering  personal 
assistance.  It's  as  if  you  had  the  entire 


GM  Fleet  staff,  the  biggest  fleet  sales 
and  service  organization  in  the  busi- 
ness, working  for  you.  You  don't  even 
have  to  invite  them  to  the  Christmas 
party.  Call  Fleet  Operations  for  details 
at  1-800-FLEET-OPS  (353-3867). 


FLEET  OPERATIONS.  ALL  TOGETHER  BETTER. 

GM,  Buick,  Cadillac,  Chevrolet,  GMC  Truck,  Oldsmobile  and  Pontiac  arc  registered  trademarks  of  the  General  Motors  Corp.  ©1994  GM  Corp.  All  Rights  Reserved. 


Korea's  SsangYong  Motor  calls  itself  "the  last 
Cinderella"  in  the  auto  industry.  Maybe  it  is,  but 
Cinderella  went  through  some  tough  years 
before  she  met  Prince  Charming. 

Uphill  fight 


By  Damon  Darlin 

Kim  Suk  Won,  chairman  of  Korea's 
$14.5  billion  (unconsolidated  reve- 
nues) SsangYong  Business  Group, 
likes  cars.  His  personal  collection  in- 
cludes a  vintage  Checker  sedan,  a 
Mercedes  460  and  Korean/ 
American  hybrids  of  the  1960s.  In 
1988  he  rescued  Britain's  ailing  Pan- 


ther Car  Co.  because  he  liked  the 
sports  car's  classic  styling. 

Kim,  49,  wants  to  be  a  major  player 
in  the  world  auto  industry.  To  that 
end  his  SsangYong  Motor  Co.  plans 
to  build  300,000  vehicles  a  year  by  the 
year  2000.  Current  output:  only 
49,000,  mostly  four-wheel-drive  ve- 


hicles for  the  Korean  market. 

What  makes  Kim's  ambitions  thq 
more  impressive  is  the  fact  that  Ko 
rea's  seven  other  automakers  all  have 
similar  ambitions.  The  Korean  auto! 
industry,  which  produced  150,000 
vehicles  in  1981,  plans  to  double 
current  capacity  to  5  million  vehicles  al 
year  by  the  end  of  this  century.  That 
would  catapult  Korea  to  the  world's 
fourth-largest  automaker,  behind  the 
U.S.,  Japan  and  Germany. 

Can  Korea  pull  it  off?  Can  Ssang- 
Yong? On  the  negative  side,  the  Kore- 
an market  could  reach  saturation 
around  the  time  all  those  factories 
begin  spewing  out  cars.  Making  mat- 
ters dicier,  auto  industry  analysts  also 
expect  that  foreign  makers  will  finally 
pry  open  Korea's  heavily  protected 
market  by  the  end  of  the  decade. 

China?  Not  a  likely  market.  China 


|  SsangYong  Motor 

I  President 

|  Cha  Hyoung-Dong 
with  Mussosand 
a  future  car 
under  wraps 
In  the  face  of 
surging  capacity, 
Cha  says: 
"We  believe  we 
can  make  it."  The 
partnership  with 
Mercedes  will  be 
a  big  help. 
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"Either  you  shape  the  future 
or  the  future  shapes  you." 

-  John  W.  Teets,  Chairman,  President  and  Chief  Executive  Officer 

"The  only  constant  is  change.  What  separates  success  from  failure  is  whether  you're  merely 
keeping  up  with  change  or  actually  guiding  it.  At  The  Dial  Corp,  we're  committed  to  aggressively 
managing  our  own  destiny.  That's  why  we've  refocused  the  Dial  family,  becoming  a  larger, 
stronger  force  in  our  two  core  business  segments,  consumer  products  and  targeted  services. 
This  has  meant  that,  within  a  mere  twelve  months,  we've  shed  $515  million  worth  of  business 
that  no  longer  fits  our  strategic  vision  and  acquired  $615  million  of  high-growth  enterprises  that  do. 
You  see,  we  believe  that  change  is  not  simply  a  constant.  At  Dial,  it's  also 
the  constant  opportunity  to  shape  just  what  the  future  brings." 

The  Dial  Corp 

Profit  Through  Leadership 


©  1994,  The  Dial  Corp 


SsangYong  Motor 

itself  wants  to  manufacture  3  million 
cars  a  year  by  2000  and  is  already 
showing  a  knack  for  keeping  foreign 
nameplates  out. 

Knowing  all  that,  why  does  Ssang- 
Yong Group's  Kim  push  ahead  with  a 
$2  billion  bet  on  cars?  Replies  Ssang- 
Yong Motor  President  Cha  Hyoung- 
Dong:  "We  have  to  be  able  to  develop 
a  car  on  our  own." 

SsangYong  broke  into  autos  less 
than  a  decade  ago,  when  it  bought 
Dong-Ah  Motor,  a  failing  maker  of 
four-wheel-drive  vehicles  originally 
designed  by  Jeep.  From  the  Jeep  de- 
signs SsangYong  engineers  in  1988 
created  a  new  four-wheel-drive  pas- 
senger car,  the  Korando  Family.  En- 
gines were  purchased  from  Korean 
rival  Daewoo  Motors,  Peugeot  and 
Mercedes-Benz. 

The  Korando  Family  models 
weren't  terribly  well  built  cars,  but 
they  sold  well  at  first  because  Korea's 
household  incomes  were  rising 
strongly  and  because  there  wasn't 
much  competition.  That  changed  in 
1992,  when  Hyundai  launched  a  rival 
product,  the  Galloper,  based  on  the 
old  Mitsubishi  Montero.  Then  Kia 
Motors  rolled  out  its  compact  Spor- 
tage  (to  be  sold  in  the  U.S.  this 
December).  By  last  year  SsangYong 
was  left  holding  about  20%  of  the 
Korean  four-wheel-drive  market. 

Undaunted,  SsangYong  engineers 
began  working  on  the  Musso,  a  hulk- 
ing rhinoceros  of  a  utility  vehicle  that 
was  introduced  in  late  1993.  But  the 
Musso  was  designed  not  knowing 
which  engine  would  power  it,  with 
the  result  that  despite  a  sturdy  Mer- 
cedes diesel  engine  the  gearshift  vi- 
brates like  a  Magic  Fingers  bed.  Wind 
noise  makes  conversation  difficult. 

Last  year  SsangYong  Motor  lost 
$78  million  on  revenues  of  $478  mil- 
lion. As  losses  mounted,  Chairman 
Kim — who  was  educated  at  Brandeis 
University  and  fought  in  Vietnam  as  a 
private  in  Korea's  Marine  Corps — 
bounced  the  president  of  the  motor 
company  and  installed  56-year-old 
Cha,  a  former  economist  who  had 
earned  his  stripes  at  SsangYong  Engi- 
neering &  Construction  Co.,  the 
group's  oldest  and  one  of  its  most 
profitable  units. 

"We  were  an  unstable  company  in 
the  beginning,"  Cha  frankly  admits. 
"We  don't  believe  we  learned  a  lot  in 


Revved-up  gro 


Cars  manufactured 
(millions) 


Korea's  demand  for  autos  has 
grown  at  an  average  rate  of  24% 
since  1983.  For  the  next  six 
years  sales  could  grow  at  about 
10%,  well  below  the  car  mak- 
ers' planned  expansion.  Solu- 
tion: push  exports.  But  where? 


the  Korando  years."  Cha  has  been 
working  diligendy  to  revamp  Ssang- 
Yong Motor's  factories  and  get  rid  of 
redundant  labor.  But  he  has  a  long 
way  to  go.  Operating  at  just  half  of 
capacity  (versus  80%  for  Hyundai), 
SsangYong  now  produces  just  five 
cars  per  employee  each  year,  com- 
pared with  almost  five  times  as  many 
at  Hyundai.  And  by  world  standards, 
Hyundai  is  no  model  of  efficiency. 

Well  before  Cha  arrived,  Chairman 
Kim  was  looking  for  a  foreign  partner 
that  would  help  SsangYong  produce  a 
first-rate  car.  Various  Japanese  car 
makers  wanted  SsangYong  to  build 
their  cars,  but  always  outdated  mod- 
els; Kim  sent  the  Japanese  emissaries 
packing. 

SsangYong  looked  to  Europe  and 
spent  two  years  talking  to  Renault. 
When  that  fizzled,  Kim  tried  Volvo, 
and  struck  out  again.  Says  Ssang- 
Yong Motor  Vice  President  Yun 
Chul-Koo:  "We  were  the  last  Cin- 
derella in  Korea." 

Finally,  in  1991,  Prince  Charming 
arrived:  Mercedes,  which  was  facing 
labor  problems  and  production  con- 
straints in  Europe.  Mercedes  initially 
agreed  to  help  SsangYong  build  an 
engine  plant  in  Korea,  and  agreed  to 
coproduce  with  SsangYong  a  passen- 
ger van  called  the  MB-100.  Later 
Mercedes  insisted  on — and  got — 5% 
of  SsangYong  Motor's  equity  for  an 
investment  of  $34  million. 

On  the  basis  of  SsangYong  Motor's 
current  quotation  on  the  Korea  Stock 
Exchange,  Mercedes'  stake  has  al- 


ready lost  almost  40%  of  its  value.  But 
Mercedes  is  in  Korea  for  the  long 
haul.  Last  year  the  Germans  promised 
to  jointly  design  and  build  a  luxury 
passenger  car.  SsangYong  will  design 
the  body  and  mount  it  on  a  Benz- 
designed  chassis.  The  car's  power 
train  will  come  from  SsangYong's 
new  engine  plant. 

The  car  will  probably  appear  on  the 
market  in  1997  and  will  probably  be 
priced  roughly  on  a  par  with  Korea's 
luxury  cars,  about  $50,000.  While  it 
will  be  marketed  mainly  in  Korea,  Cha 
hopes  to  export  the  Mercedes/Ssang- 
Yong  van  and  car  to  Australia  and, 
perhaps,  the  U.S.  through  Mercedes 
dealers. 

In  rolling  the  dice  on  cars  Chairman 
Kim  is  betting  not  only  SsangYong 
Motor  but  the  entire  SsangYong 
group  of  companies.  Other  companies 
in  the  group,  notably  SsangYong  Oil 
Refining  Co.  and  SsangYong  Cement 
Industrial  Co.,  both  profitable  outfits 
listed  on  the  Korea  Stock  Exchange, 
will  finance  about  a  third  of  the  car 
company's  capital  expenditures,  esti- 
mated at  $2.5  billion  over  six  years. 
The  rest  will  be  borrowed  from 
banks,  the  loans  secured  with  the 
assets  of  the  other  group  companies. 
"If  it  [SsangYong  Motor]  fails," 
warns  Don  Lee,  a  Barclays  de  Zoete 
Wedd  analyst,  "it  will  be  a  major 
blow  to  the  entire  group." 

To  which  SsangYong  Motor's 
Cha  replies  with  trademark  Korean 
determination:  "We  believe  we  can 
make  it."  H 
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added  nearly  50%  more 
worn  and  seat  recline  for 
re  personal  space  than 
/  other  worldwide  airline. 
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1994  Northwest  Airlines  Inc.and  KLM.  World  Business  Class  services  available  on  KLM  747's  and  MD-1 1's  and  Northwest  747's  and  DC-10's. 
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MONEY  &  INVESTMENTS 


Where  are  the  Arabs  putting  their  money?  Not  in  the 
U.S.  They  see  better  returns  in  developing  economies. 

Going  to 
the  source 


BY  JOHN  RUTLEDGE 


John  Rutledge  is  an  economist 
and  chairman  of  Rutledge  &  Co..  a 
merchant  bank  in  Greenwich,  Conn. 


"If  I  have  told  you  a  thousand 
times — to  know  your  Bulgarians  you 
have  to  visit  them,  you  can't  go  by  the 
newspapers."  So  wrote  Anton  Che- 
khov more  than  a  century  ago,  and  he 
was  right  on.  If  you  want  to  know 
what's  really  going  on  in  the  minds  of 
investors  and  business  managers 
around  the  world,  go  see  them  and 
ask  them.  That's  why  I  spend  so  much 
time  on  the  road,  rather  than  waiting 
for  the  next  hot  report  from  the 
(yawn)  Commerce  Department. 

And  so,  when  I  looked  out  the 
airplane  window  last  week,  I  saw  the 
glimmer  of  the  Arabian  Gulf  on  my 
first  trip  back  to  the  Middle  East 
since  the  Gulf  war.  Just  as  our  wheels 
touched  the  runway  at  Bahrain,  a 
flash  of  red  and  white  lights  raced 
past  my  window — a  bustling,  bright- 
ly lit  Kentucky  Fried  Chicken  store 
built  just  off  the  airport.  I  thought  to 
myself,  "To to,  maybe  this  really  is 
Kansas." 

Nevertheless,  as  Chekhov  well 
knew,  people  don't  all  think  alike  or 
see  things  in  the  same  way.  Here  are  a 
few  things  I  learned  in  the  three  doz- 
en meetings  I  had  in  the  Middle  East 
over  the  past  week. 


There  is  a  renewed  interest  in  using 
capital  for  economic  development  in 
the  Arab  world.  Most  exciting  is  the 
rebuilding  of  Lebanon  into  the  finan- 
cial and  tourist  center  it  once  was. 
Lebanese  expatriates  around  the 
world,  frequently  the  backbone  of 
banking  and  finance  in  their  adopted 
homes,  are  returning  to  buy  property 
and  start  businesses. 

Vietnam  and  Cuba  are  also  high  on 
investors'  lists,  where  they  expect 
high  returns,  once  Americans  enter  in 
force  with  their  capital.  Along  with 
Lebanon,  these  countries  have  a  se- 
cret weapon — large  numbers  of  expa- 
triate entrepreneurs,  investors  and 
skilled  workers  with  a  passion  to  go 
home.  Put  those  expatriates  together 
with  capital  and  you  have  the  prospect 
for  very  high  returns. 

Next  in  level  of  interest  comes 
China,  where  Arab  investors  have 
been  doing  business  for  some  time, 
and  Latin  America.  There  is  some 
Middle  Eastern  interest  in  Europe, 
where  a  recovery  seems  to  be  under 
way,  but  very  little  in  Japan,  where  a 
lot  of  fingers  have  been  burned  in  the 
realty  and  equity  collapses  of  the  past 
five  years. 

The  U.S.,  I'm  sorry  to  report,  is 
dead  last  as  a  place  where  Middle 
Eastern  capital  wants  to  go  right 
now.  U.S.  goods  are  in  tremendous 
favor,  especially  in  Kuwait,  where 
people  want  to  drive  Cadillacs,  Fords 
and  Jeeps,  cool  their  buildings  with 
Trane  air  conditioners  and  fill  their 
offices  with  Apple,  Compaq  and  IBM 
equipment  to  show  their  gratitude 
for  driving  the  Iraqis  out  of  Kuwait. 
But  most  investors'  enthusiasm  for 
assets  in  America  has  been  dampened 
by  rising  interest  rates,  rising  tax 
rates,  an  increasingly  hostile  regula- 


tory environment  and  the  Clinton 
dollar.  The  only  areas  of  interest  I 
saw  were  direct  investments  and  real 
estate,  both  of  which  reflect  inves- 
tors' views  that  inflation  in  the  U.S.  is 
on  the  rise  again. 

All  this  suggests  that  the  U.S., 
which  depends  upon  an  influx  of  for- 
eign capital,  Japan  and  Europe  are  in 
for  a  period  of  rising  interest  rates.  In 
the  oil  market,  there  is  concern  that 
Iraqi  production  will  soon  flood  the 
market,  which  would  depress  prices 
and  investment  flows  still  further. 
Thus  the  flow  of  investment  capital 
from  the  Middle  East  will  diminish, 
even  as  developing  nations  continue 
to  attract  more  and  more  of  it. 

Here  at  home,  I  see  strong  demand 
for  industrial  products,  rising  prices 
for  basic  industrial  goods  and  decreas- 
ing ability  to  meet  customer  de- 
mands. In  one  company  the  lead  time 
required  to  source  materials  has  dou- 
bled, from  15  weeks  to  30  weeks, 
since  the  beginning  of  the  year.  In 
another,  labor  unions  are  getting 
harder  to  deal  with  again,  and  proper- 
ty appraisals  are  beginning  to  rise. 
Everywhere  I  look,  profits  are  rising 
very  sharply,  as  companies  get  their 
first  taste  in  a  long  time  of  tight 
markets  and  pricing  power.  These  are 
the  early  signs  of  inflation,  as  the  bond 
market  has  been  telling  us. 

Uncharacteristically,  the  best  news 
for  the  Anerican  economy  is  political. 
The  health  care  plan  is  dead.  Aid 
voters,  unhappy  with  Clinton's  eco- 
nomic policies,  appear  ready  to  unseat 
a  record  number  of  incumbent  Dem- 
ocrats in  November. 

In  the  states,  even  better  things  are 
happening.  Governors  are  realizing 
they  must  lower  tax  rates  in  order  to 
compete  for  capital.  In  Massachu- 
setts, Bill  Weld  has  used  lower  taxes  to 
engineer  a  turnaround  in  growth.  In 
New  Jersey,  Governor  Whitman  is 
using  lower  taxes  to  spur  growth.  In 
Connecticut,  Republican  candidate 
John  Rowland  announced  a  plan  to 
eliminate  the  state  income  tax  entire- 
ly. Even  in  tax-happy  New  York  the 
Republican  candidate  for  governor 
has  finally  promised  a  substantial  cut 
in  state  income  taxes. 

So,  in  the  longer  term,  I  have  confi- 
dence we  will  get  our  policies  right.  In 
the  short  term,  I  am  unexcited  about 
the  U.S.  bond  and  stock  markets.  M 


152 


Forbes  ■  October  24,  1994 


No  need  now  to  storm  the  barricades  to  achieve 

equal  opportunity  for  all  in  the  U.S. 

We're  already  close.  But  the  realization 

of  that  American  dream  has  created  other  problems. 

For  whom 
the  bell  tolls 


By  Peter  Brimelow 


"My  political  aspira- 
tion," the  American  Enter- 
prise Institute's  Charles 
Murray  tells  Forbes,  "is  the 
restoration  of  the  Jefferso- 
nian  republic." 

Murray's  critics  may  read 
his  aspirations  differently — 
and  a  good  deal  less  charita- 
bly. For  five  years  there  has 
been  fascinated  speculation 
about  his  collaboration 
with  Harvard's  Richard  J. 
Herrnstein  (who  died  of 
lung  cancer  in  September; 
see  box,  p. 158).  Herrnstein 
was  one  of  the  most  hon- 
ored academic  psycholo- 
gists in  the  country.  Murray 
is  one  of  the  most  influen- 
tial social  scientists,  whose 
work  has  been  accepted  by 
conservatives  and  liberals 
alike. 

Now  these  formidable  talents  were  jointly  taking  on  the 
most  feared  taboo  of  modern  times:  the  links  among 
intelligence,  heredity  and  some  of  the  puzzling  but  appar- 
ently unstoppable  pathologies  raging  in  American  soci- 
ety— such  as  crime,  family  breakup,  the  emergence  of  the 
underclass. 

Finally,  their  long-awaited  book  The  Bell  Curve:  Intelli- 
gence and  Class  Structure  in  American  Life  (Free  Press, 
$30.00)  has  appeared.  It's  massive,  meticulous,  minutely 


detailed,  clear.  Reading  it 
gives  you  the  odd  sensation 
of  trying  to  swim  in  a  per- 
fectly translucent  but  im- 
mensely viscous  liquid. 

Like  Darwin's  Origin  of 
Species — the  intellectual 
event  with  which  it  is  being 
seriously  compared — The 
Bell  Curve  offers  a  new  syn- 
thesis of  research,  some  of 
which  has  been  mounting 
insistently  for  years,  and  a 
hypothesis  of  far-reaching 
explanatory  power. 

But  what  about  the  Dec- 
laration of  Independence — 
"All  men  are  created 
equal"? 

The  ideal  of  equality  was 
central  to  the  American  and 
the  French  revolutions.  But 
is  it  to  be  taken  as  a  literal 
statement  about  abilities? 
Some  would  say  yes,  that,  given  the  same  opportunities, 
most  people  are  pretty  much  alike. 

But  the  reality  is  that  guaranteeing  equal  opportunity 
does  not  produce  equality  of  results.  Some  people  are 
more  disciplined  than  others,  work  harder — and,  yes — are 
more  intelligent.  Some  of  the  traits  that  make  for  worldly 
success  can  be  acquired,  but  some  are  genetic,  pro- 
grammed in.  Out  of  an  erroneous,  if  well-meaning, 
overemphasis  on  egalitarianism,  Herrnstein  and  Murray 
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After  falling  for  30  years— beginning 
well  before  Lyndon  Johnson's 
Great  Society  programs — the  poverty 
rate  seems  to  have  stuck. 


The  illustrations  accompanying  this  piece  are  adapted  from 
The  Bell  Curve:  Intelligence  and  Class  Structure  in  American 
Life,  by  Richard  J.  Herrnstem  and  Charles  Murray.  Copyright 
(c)  1994  by  Richard  J.  Herrnstem  and  Charles  Murray.  Re- 
printed by  permission  of  The  Free  Press,  a  division  of  Simon  & 
Schuster,  Inc. 


argue,  we  downplay  the  programmed-in  part. 

Psychometrics,  the  measurement  of  mental  traits  in- 
cluding intelligence,  was  a  rapidly  developing  science 
earlier  this  century.  But  then  came  the  savagery  of  Nazism. 
The  pendulum  swung.  Any  talk  of  inherent  differences 
became  taboo. 

In  the  last  20  years,  as  Herrnstein  and  Murray  note, 
public  repression  of  psychometrics  reached  its  climax. 
Scientific  popularizers  like  Leon  Kamin  and  Stephen  Jay 
Gould  were  able  to  proclaim  not  merely  that  intelligence 
was  100%  determined  by  environment  and  a  meaningless 
concept  anyway  but  that  any  argument  to  the  contrary  was 
racist. 

Herrnstein,  tragically,  is  gone.  But  Murray  still  has  a  lot 
to  lose.  His  1984  book  Losing  Ground  argued  that  Great 
Society  programs  had  largely  failed  to  help  the  poor  and 
were  actually  stimulating  illegitimacy.  When  it  came  out 
Losing  Ground  was  bitterly  assailed,  but  it  has  recently 
been  enjoying  a  curious  vindication  as  welfare  reform 
becomes  an  ever  hotter  issue.  Newspapers  like  the  New 
York  Times  and  the  Chicago  Tribune  have  noted  his  new 
acceptability.  Even  President  Clinton  mentioned  Mur- 
ray's work  favorably  in  an  interview  with  NBC's  Tom 
Brokaw. 

But  isn't  heredity  discredited?  Isn't  intelligence  a  mean- 
ingless concept? 

No,  the  authors  argue  forcefully.  And  they  have  many 
allies.  The  most  extraordinary  aspect  of  this  extraordinary 
episode  of  intellectual  regression  is  that  psychometric 
research  has  continued,  quietly,  in  ivory  towers.  And  in  the 
last  20  years  every  major  objection  to  its  findings  has  been 
rebutted. 

The  bizarre  result:  Surveys  by  psychologist  Mark  Sny- 
derman  and  Smith  College  political  scientist  Stanley  Roth- 
man,  published  in  their  IQ  Controversy:  The  Media  and 
Public  Policy  (Transaction,  1988),  found  a  gulf  between 
the  consensus  among  experts  in  the  field  (cognitive  scien- 
tists, behavioral  geneticists)  and  the  consensus  among  the 
"media  elite"  (key  editors  and  journalists.) 


Basically,  the  experts  believe  that  human  intelligence 

■  can  be  measured; 

■  matters,  a  lot; 

■  differs  by  heredity  (40%  to  80%  of  IQ  variation). 
The  media  elite  believe,  and  report,  the  opposite. 

So  what?  It's  a  theoretical  issue — what's  it  got  to  do  with 
practical  problems  like  crime  and  drugs? 

A  lot,  Herrnstein  and  Murray  argue.  They  believe  that 
intelligence  is  highly  predictive  of  how  people  will  do  in 
the  world. 

Consider  two  issues  that  have  preoccupied  the  U.S. 
media:  poverty  and  inequality. 

■  Poverty.  For  several  decades  the  proportion  of  Americans 
living  in  poverty  fell.  It  went  from  over  half  the  population 
in  1939  to  less  than  15%  in  the  late  1960s.  Then — 
ironically,  just  as  the  Great  Society  programs  to  abolish 
poverty  were  kicking  in — the  decline  stopped.  Poverty  has 
stayed  stubbornly  static  for  more  than  20  years  (see  chart, 
above). 

To  avoid  having  their  argument  sidetracked  by  the  race 
issue,  Herrnstein  and  Murray  looked  at  poverty  among 
non-Hispanic  whites.  Their  finding:  A  white  individual's 
intelligence  now  predicts  the  likelihood  of  his  being  poor 
far  better  than  whether  or  not  he  was  born  into  poverty. 

Among  whites  born  into  average  socioeconomic  condi- 
tions, but  with  iQs  below  85,  the  probability  of  poverty  in 
adulthood  reached  26% — inner-city  proportions.  Con- 
versely, among  whites  born  into  the  very  worst  poverty, 
but  with  average  intelligence,  the  probability  of  poverty  in 
adulthood  was  only  one  in  ten.  About  two-thirds  of 
America's  poverty-level  population  is  white.  Of  that 
group,  nearly  two-thirds  have  IQs  below  96. 

Ironically,  more  equal  opportunity  means  that  differ- 
ences in  intelligence  matter  more  than  they  once  did.  Born 
poor  but  smart,  a  child  has  a  good — though  not,  of  course, 
guaranteed — chance  of  rising  in  the  world.  Born  middle 
class  but  dumb,  he  has  a  significant  chance  of  descending 
in  the  world. 

That  was  always  somewhat  true  in  the  U.S. — shirt  - 
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The  economy  has  been 

bidding  up  skills — 

20  years  before  Reaganomics. 


sleeves  to  shirtsleeves  in  three  generations — but  never  to 
the  degree  it  is  today. 

That's  offensive — Murray  and  Herrnstein  are  saying  that 
the  poor  deserve  to  be  poor!  ( 

That's  not  at  all  what  they  say.  But  they  do  suggest  that  a 
good  deal  of  poverty  may  be  getting  down  to  an  intracta- 
ble core,  caused  by  personal  traits  rather  than  bad  luck  or 
lack  of  opportunity. 

Which  does  not  mean  nothing  can  be  done  about 
poverty.  Even  most  sub-75  IQ  whites,  after  all,  are  still  not 
poor.  That's  where  environment  comes  in.  Whites  of 
below- average  IQ  who  come  from  stable  families  are  less 
likely  to  be  in  poverty  than  those  born  to  unstable  families. 
This  suggests  that  people  of  below- average  IQ  are  poverty- 
prone  but  are  by  no  means  destined  for  poverty.  Note 
carefully:  Herrnstein  and  Murray  don't  claim  that  IQ  is  the 
only  thing  that  matters.  A  good  home  environment, 
nutrition,  motivation,  all  still  count.  Unfortunately, 
Herrnstein  and  Murray  demonstrate  massively,  these  char- 
acteristics today  are  less  likely  to  be  present  in  families  with 
Iow-iq  parents  than  in  families  with  high-lQ  parents. 
■  Income  inequality.  The  economy  is  placing  an  increasing 
premium  on  skills.  This  process  began  well  before  the 
much-reviled  Reagan  Decade  of  Greed  (see  chart,  above). 
There  is  more  competition  for  brainpower  and  skills  than 
for  strong  backs.  And  significantly,  even  within  the  "high- 
IQ  professions,"  such  as  accountants,  lawyers,  physicians, 
Herrnstein  and  Murray  show  that  individuals  with  superi- 
or IQ  scores  tend  to  earn  significantly  more. 

Which  suggests  that  income  inequality  cannot  be  elimi- 
nated simply  by  stuffing  more  schooling  down  the  throats 
of  those  who,  up  until  now,  have  been  able  to  avoid  it.  The 
students  must  actually  be  able  to  use  that  schooling  as  well. 

But  why  would  this  be  happening  now? 

Apart  from  the  economy's  increasing  premium  on  skills, 
education  has  become  a  much  more  efficient  sorting 
mechanism. 

In  1920,  Herrnstein  and  Murray  note,  only  about  2%  of 
23-year-olds  had  college  degrees.  By  1990  the  proportion 


had  reached  30%.  And  the  relationship  between  intelli- 
gence and  college  had  become  much  closer.  In  the  1920s 
only  one  in  seven  of  American  youths  with  110-plus  iqs 
went  directly  to  college.  By  1990  it  was  four  in  seven.  For 
the  very  highest  iqs,  college  had  become  almost  universal. 

And  the  sorting  continued  within  the  college  popula- 
tion. In  the  1950s,  for  whatever  reason — maybe  it  was  the 
newly  completed  interstate  highway  system — a  national 
market  in  higher  education  suddenly  emerged.  Admis- 
sions standards  at  Harvard  and  other  elite  colleges  jumped 
dramatically,  and  decisively,  as  they  spread  their  geograph- 
ical nets  more  widely.  And  the  average  IQ  of  students  at 
these  elite  colleges  drew  away  from  the  average  of  college 
students  overall,  even  though  that  had  increased,  too  (see 
chart,  p.  156). 

This,  perhaps,  would  have  pleased  the  Founding  Fa- 
thers. And  that's  not  counting  sex.  Despite  reports  to  the 
contrary,  love  is  not  blind.  Studies  dating  back  to  the 
1940s  show  that  the  iQs  of  spouses  correlate  powerfully, 
almost  as  closely  as  that  of  siblings.  More  recent  evidence 
suggests  this  "assortative  mating"  may  be  intensifying,  as 
college  graduates  increasingly  marry  each  other — rather 
than  the  boy  or  girl  back  home  or  someone  met  in  church. 
No  surprise,  since  the  intelligent  of  both  sexes  are  increas- 
ingly coralled  together,  on  campuses  and  afterward  in  the 
"high-lQ  professions." 

The  results  are  startling.  The  children  of  a  typical 
Harvard -Radcliffe  Class  of  '30  marriage,  Herrnstein  and 
Murray  estimate,  would  have  a  mean  IQ  of  114;  a  third 
would  be  below  110 — not  even  college  material,  by  some 
definitions.  But  the  children  of  a  Harvard -Radcliffe  Class 
of  '64  marriage,  after  the  admissions  revolution,  would 
have  an  estimated  mean  IQ  of  124.  Only  6%  would  fall 
below  110. 

The  American  upper  class,  Herrnstein  and  Murray 
conclude,  is  becoming  an  upper  caste.  Society  is  stratifying 
according  to  cognitive  ability.  A  "cognitive  elite"  is 
emerging  at  the  top. 

Americans  can  take  a  lot  of  pride  in  much  of  what  this 


Forbes  ■  October  24,  1994 


155 


Intelligence 


Education:  Sorting  more  efficiently 


IQ:  50  60  70  80  90  100  110  120  130  140  150 
Percent  of  I 

population:     1%        10%  25%    50%  .75%  90%  99% 


IQ:  50  60  70  80  90  100  110  120  130  140  150 
Percent  of 

population:      1%         10%  25%    50%     75%  90%  99% 


book  describes.  In  one  sense  The  Bell  Curve  is  a  description 
of  how  thoroughly  the  U.S.  has  realized  the  Founding 
Fathers1  vision  of  equal  opportunity  for  all. 

Just  look  around.  Who  are  the  new  American  elite?  They 
are,  at  least  in  part,  drawn  from  every  class,  race  and  ethnic 
background.  The  old  domination  of  the  so-called  wasp 
class  is  over.  Where  once  it  was  common  to  find  mediocre 
people  occupying  high  places  by  reason  of  birth,  today  it  is 
much  less  so.  The  poor  farm  boy,  the  laundryman's 
children  do  not  inevitably  languish  in  their  parents'  social 
situation  but  have  the  opportunity  to  rise  in  the  world. 

If  you  doubt  the  American  dream,  read  this  book.  Your 
eyes  will  be  opened. 

Isn't  that  great7. 

Well,  yes,  Herrnstein  and  Murray  say,  but.  .  .  . 

The  "but"  is  that  the  sorting  process  may  be  ending. 
Herrnstein  and  Murray  argue  that  the  "cognitive  elite" 
may  be  increasingly  isolated  from  the  rest  of  society. 

And  the  problems  of  the  lower  reaches  of  society, 
increasingly  unleavened  with  intelligence,  may  become 
more  chronic.  Herrnstein  and  Murray,  confining  them- 
selves first  to  the  non-Hispanic  white  population,  show 
that  lower  IQ  is  now  more  powerful  than  the  socioeconom- 
ic status  of  parents  in  predicting  an  adult  individual's 
likelihood  of  poverty,  welfare  dependency,  dropping  out 
of  high  school,  unemployment,  workplace  injury  (even 
when  adjusted  for  type  of  occupation),  divorce,  illegitima- 


In  1930  fewer  people  went  to  college 
and  the  selection  process  was  less 
rigorous.  At  all  IQ  levels,  college 
graduates  were  outnumbered. 
By  1990,  college  graduates — particu- 
larly from  the  elite  schools — dominated 
the  high  IQ  range. 


cy  and  criminality. 

Still,  intelligence  can't  be  that  important.  Look  at  all  those 
rich  businessmen  in  Kansas  City  with  iqs  of  106! 

This  comment  was  made  recendy  by  a  prominent  New 
York  academic.  But  it  just  shows  that,  like  many  people,  he 
hasn't  thought  through  the  way  intelligence  works  in 
society. 

Look  at  the  chart  (p.  157).  This  shows  that  intelligence 
is  distributed  according  to  what  statisticians  call  a  "nor- 
mal" (or  "bell")  curve.  Most  people  are  around  the 
average  of  100.  Over  two- thirds  of  the  population  are 
between  85  and  115.  Very  small  numbers  of  people 
compose  the  extremes,  or  "tails."  Five  percent  have  iqs 
below  75.  And  5%  have  iqs  above  125. 

This  last  is  the  group  Herrnstein  and  Murray  roughly 
define  as  the  "cognitive  elite."  They  estimate  it  at  about 
12.5  million  Americans — out  of  a  total  population  of 
nearly  260  million. 

The  chart  makes  two  points  clear: 

■  Numbers  fall  off  rapidly  going  up  the  IQ  scale.  Whatever 
snotty  academics  may  think,  Herrnstein  and  Murray  re- 
port, the  IQ  of  top  executives  is  typically  high — above  the 
115  average  for  college  graduates. 

But  even  if  that  rich  Kansas  City  businessman  really  did 
have  a  106  IQ,  he  would  still  be  above  60%  of  the 
population. 

■  Life  gets  rarefied  rapidly  in  the  right  tail.  Paradoxically, 
the  special  cocoons  in  which  society's  winners  live  often 
confuse  them  about  the  critical  role  of  intelligence.  They 
see  that  success  among  their  peers  is  not  highly  correlated 
with  test  scores.  A  chief  executive  realizes  that  he  has  many 
people  working  for  him  who  are  iQ-smarter  than  he  or  she 
is.  It's  almost  a  cliche  today  to  say,  "I'm  where  I  am 
because  I  have  a  lot  of  poeple  smarter  than  I  am  working 
for  me."  But  people  who  say  that  forget  that  they 
themselves  are  probably  well  out  there  on  the  bell  curve — 
their  associates  just  happen  to  be  a  bit  further  out. 

Basketball  players  might  say  that  height  doesn't  matter 
much — if  you're  over  7  feet  tall. 

Come  on,  everyone  knows  tests  don't  predict  academic  or 
job  performance. 

Everyone  may  "know"  this,  but  it's  not  true.  Tests 
actually  work  well.  This  is  not  to  say  that  the  highest- 
scoring  person  will  necessarily  be  the  best  performer  on 
the  job.  Performance  correlates  with  test  scores:  It  is  not 
commensurate  with  them.  So,  overall,  the  best  performers 
will  be  recruited  from  the  pool  of  higher  test  scorers. 

But  what  about  cultural  bias7 

The  argument  that  intelligence  testing  reflects  white 
European  cultural  values  was  always  shaky.  Tests  do 
predict  performance  (approximately)  for  everyone.  And 
East  Asians  tend  to  outperform  whites.  Herrnstein  and 
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Murray  estimate  the  mean  East  Asian  iq  to  be  about  three 
points  above  whites'.  Is  anyone  arguing  that  the  tests  are 
biased  against  Caucasians? 

Moreover,  iq  appears  to  be  reflected  by  an  objective 
measure:  neurologic  processing  speed,  as  measured  in 
recent  laboratory  experiments  that  involve  hitting  buttons 
when  lights  flash. 

But  even  if  heredity  is  important,  surely  that  environmen- 
tal factor  is  enough  to  swamp  it? 

Not  quite.  Unlike  the  dominant  intelligence-is-envi- 
ronment  orthodoxy,  the  hereditarian  position,  as  reported 
by  Herrnstein  and  Murray,  is  actually  very  moderate: 
Everyone  acknowledges  that  environment  plays  a  role 
(20%  to  60%)  in  determining  intelligence. 

But  remember:  We're  talking  about  environment  con- 
trolling 20%  to  60%  of  the  variation.  The  average  variation 
between  randomly  selected  individuals  is  17  points. 
Equalizing  environment,  assuming  a  midpoint  environ- 
mental influence  of  40%,  would  still  leave  an  average  gap  of 
nearly  10  points. 

But  haven't  iqs  increased  over  the  years? 

It's  an  apparently  unkillable  myth  that  IQ  researchers 
once  claimed  that  Jews  and  other  immigrant  groups  in  the 
1900s  were  "feebleminded."  They  weren't,  and  the  tes- 
ters never  claimed  it.  But,  yes,  there  has  been  a  significant 
worldwide  upward  drift  in  average  scores  over  the  centu- 
ry— the  so-called  Flynn  effect.  One  explanation:  improve- 
ments in  nutrition.  Average  height  has  increased  similarly. 
As  with  IQ  improvement,  the  increase  in  height  is  concen- 
trated among  individuals  at  the  lower  end  of  the  range. 
Neither  giants  nor  geniuses  seem  more  common,  but 
thare  are  fewer  dwarfs  and  dullards.  Wide  and  systematic 
variations,  however,  remain. 

Don't  compensatory  programs  like  Mead  Start  make  a 
difference? 

Not  much,  the  authors  say.  Periodically  there  are 
optimistic  press  stories,  but  under  careful  scrutiny  even  the 
most  expensive  and  ambitious  programs  have  turned  out 


to  have  little  lasting  effect,  particularly  on  IQ. 

What  about  Thomas  Sowell?  He's  just  argued  in  his  new 
book  Race  and  Culture:  A  World  View  (Basic  Books,  $25) 
that  improving  environments  will  eventually  overcome 
group  iq  differences. 

Characteristically,  Forbes'  pugnacious  columnist,  an 
economist  at  the  Hoover  Institution,  has  a  position  in  the 
IQ  debate  that  is  distinctly  his  own.  He  agrees  with 
Herrnstein  and  Murray  that  tests  do  predict  individual 
performance  and  that  ignoring  their  results  is  destructive 
for  tester  and  testee  alike.  But  he  also  thinks  that  environ- 
ment determines  much  (although  not  all)  cognitive  abili- 
ty. So  he  predicts  that  low- scoring  groups  will  eventually 
improve  with  better  social  conditions. 

Murray's  response:  Sowell's  concept  of  "environment" 
must  invoke  extraordinarily  subtle  and  pervasive  cultural 
factors  to  explain  why  groups  can  live  side  by  side  for 
generations  and  still  score  differently.  Sowell  himself  says  it 
offers  little  opportunity  for  quick  intervention  and  im- 
provement. As  a  practical  matter,  Sowell  and  The  Bell 
Curve's  authors  are  not  so  far  apart  as  they  might  seem. 

iq  isn't  everything.  Tlie  tests  can't  capture  creativity, 
special  talents  .  .  . 

Quite  right,  says  Murray.  He's  a  keen  but  not  brilliant 
chess  player,  and  says  he  wouldn't  like  to  think  his 
competitive  rank  reflects  his  IQ.  (Which  he  says  he  doesn't 
know,  but  seems  pleased  with  anyway.)  Chess  ability  is 
correlated  with,  but  is  not  at  all  commensurate  with, 
general  intelligence. 

More  generally,  Murray  argues,  there's  no  reason  any 
individual  should  regard  an  IQ  score  as  a  death  sentence: 
Intelligence  is  only  one  of  many  factors  contributing  to 
success.  Good  personal  habits,  an  ability  to  defer  gratifica- 
tion, discipline,  all  these  factors  matter.  Even  without  high 
IQ,  individuals  obviously  can  and  do  lead  productive  and 
satisfying  lives. 

So,  what's  the  point  of  discussing  iq?  There's  nothing  we 
can  do  about  it. 

Most  of  the  population  clusters  around 
the  median  IQ  of  100.  At  either  extreme, 
numbers  thin  out  very  quickly. 
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In  fact,  The  Bell  Curve  argues,  social  policy  is  already 
doing  a  lot  about  it — in  a  damaging  and  dangerous  way. 
■  Welfare:  "The  technically  precise  description  of  Ameri- 
ca's fertility  policy,"  the  authors  write,  "is.  that  it  subsi- 
dizes births  among  poor  women,  who  are  also  dispropor- 
tionately at  the  low  end  of  the  intelligence  distribution." 
They  propose  making  birth  control  devices  and  informa- 


tion more  widely  available  to  poor  people. 
■  Education:  The  impressive  thing  about  America's  edu- 
cation system,  Herrnstein  and  Murray  suggest,  is  not  that 
55%  of  sub-75  IQ  whites  drop  out  of  high  school — but  that 
45%  graduate.  The  idea  that  everyone  should  complete 
high  school'is  very  new:  As  late  as  1940,  fewer  than  half  of 
American  17-year-olds  did  so.  However,  that  apparent 


The  purpose  of  tenure 

"There's  a  limit  to  what 
you  can  say  in  a  multicul- 
tural society.  " 

Richard  J.  Herrnstein  was 
cheerfully  but  mortally  ill 
when  Forbes  visited  him 
at  his  home  one  hot  day  in 
August.  Still,  when  we  re- 
ported that  an  eminent 
Harvard  colleague  had 
offered  the  above  excuse 
for  ducking  the  IQ  con- 
troversy, his  eyes  widened 
in  perceptible  anger. 
With  sudden  quiet  intensi- 
ty, he  said:  "That's  en- 
tirely contrary  to  every- 
thing the  Founding  Fa- 
thers stood  for." 

Herrnstein,  who  died 
at  64,  was  the  son  of  Hun- 
garian Jewish  immi- 
grants, a  New  Yorker  who 
never  forgot  his  shock  at 
the  segregated  South  he 
saw  when  hitchhiking  to 
Florida  in  the  1940s.  He 
graduated  from  CCNY  and 
then  spent  essentially  all  his 
career  at  Harvard,  where 
for  several  years  he  served  as 
chairman  of  the  depart- 
ment of  psychology.  He 
was  even  a  student  of  the 
behaviorist  B.F.  Skinner,  a 
famous  proponent  of 
nurture  over  nature. 

But  simple  impulse  of 
scientific  curiosity  seems  to 
have  led  Herrnstein  to  his 
final,  perhaps  unstereotypi- 
cal,  conclusions.  While 
coauthoring  a  history  of 
psychology,  he  became 
aware,  he  told  Forbes, 
"that  the  reach  of  psy- 
chometrics  in  psychology  is 


largely  unappreciated." 
The  study  of  measurement 
in  turn  led  him  to  recog- 
nize that  "the  genetic  com- 
ponent has  to  be  ac- 
knowledged. .  .  .  It's  no  ac- 
cident that  cats  don't  play 
the  cello." 

And  in  1966  Herrn- 
stein experienced  a  "flash- 
bulb moment" — the 
term  for  key  points  in  men- 
tal development  invented 
by  his  Harvard  colleague 
Roger  Brown — when  he 
saw  a  television  news  item 
about  the  Coleman  Re- 
port. (Mandated  by  the 
1964  Civil  Rights  Act, 
the  Coleman  study  found 
that  variation  in  school 
quality  explained  surpris- 
ingly little  of  the  variation 
in  educational  achieve- 
ment.) "We  had  all  as- 
sumed we  just  needed  to 
follow  Brown  [the  1954 
Supreme  Court  school 
desegregation  decision] 
with  amelioration 
[of  school  conditions]," 
he  recalled.  Now  it  was 
clear  that  more  was 
involved. 

Which  was  why  one 
day  in  the  early  1970s 
Herrnstein  found  himself 
hidden  under  a  sink  in  the 
University  of  Iowa  faculty 
lounge  ("having  a  very 
pleasant  chat  with  a  grad- 
uate student")  while  radi- 
cal demonstrators  bayed 
for  his  blood.  He  was  even- 
tually rescued  by  armed 
guards.  This  was  the  flow- 
er-child generation's  re- 
sponse to  Herrnstein's  Sep- 
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tember  1971  cover  story 
in  Atlantic  magazine  dis- 
cussing intelligence  and 
its  social  implications.  For  a 
year  every  class  he  gave  at 
Harvard  was  disrupted. 
The  Harvard  administra- 
tion waffled. 

Things  quieted  down 
thereafter.  "There  was  an 
unspoken  armistice," 
Herrnstein  said,  "as  long  as 
we  remained  in  the  bow- 
els of  the  technical  litera- 
ture." But  even  there, 
discussion  of  race  differ- 
ences in  particular  be- 
came "hard  to  find."  No 
wonder.  When  the  Boston 
Globe  editorialized  against 
The  Bell  Curve  this  sum- 
mer— sight  unseen,  be- 
cause of  the  publisher's 
tight  embargo — harassing 
calls  forced  the  Herrn- 
steins  to  delist  their  home 
phone.  That  the  paper 
had  reported  Herrnstein 
was  dying  did  not  soften 


the  rage  against  him. 

Herrnstein  had  reason 
to  believe  that  honesty  was 
the  best  policy.  After  he 
and  James  Q.  Wilson 
co-authored  Crime  and 
Human  Nature  m  1985, 
he  said,  he  was  surprised 
and  moved  to  receive  the 
thanks  of  many  parents  of 
adopted  children — -its  ap- 
parently dark  message 
about  the  hereditary  basis 
of  personality  had  helped 
relieve  their  self- torment 
over  children  who  went 
wrong. 

It's  not  clear,  of  course, 
that  Herrnstein's  Harvard 
colleague  is  mistaken. 
The  counterattack  against 
The  Bell  Curve  is  likely  to 
be  vociferous  and  vicious. 

"But  Dick  would  never 
have  backed  off  an  unpopu- 
lar idea,"  says  Charles 
Murray.  "He  thought  that 
was  what  tenure  was 
for."  -P.B.  m 
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If  you  think  the  Germans  are  fussy 
about  their  cars, 
you  should  see  how  they  treat  their  planes. 


We  are  also  contracted  to  do  all  maintenance  and 
modifications  on  several  airlines,  many  of  which  would 
probably  surprise  you. 

You  may  consider  it  strange  that  an  airline  which  prides 
itself  on  inflight  service  devote  an  advertisement  solely  to 
operational  technicalities. 

But  look  at  it  this  way.  If  you  know  you're  in  safe  hands, 
aren't  you  going  to  enjoy  the  reasons  why  we've  been  voted 
"Best  Carrier  to  Africa"  for  the  last  six  years,  even  more? 


J n  the  automotive  industry,  the 
world  acknowledges  Germany's  technical  and  engineering 
prowess.  But  in  the  airline  industry,  Germany  acknowledges 
South  Africa's  prowess,  by  entrusting  the  maintenance  of  their 
national  carrier's  fleet  to  South  African  Airways  technicians. 
Trust  that  was  earned  the  hard  way. 

The  examinations  which  we  require  our  technicians  to  pass 
(75%  is  a  pass)  put  the  successful  examinees  among  an  elite  of 
the  most  qualified  technicians  in  the  world. 

Qualifications  that  also  allow  us  to  maintain,  overhaul 
and  modify  the  fleets  of  every  carrier  using  equipment  from 
Airbus  Industries  or  Boeing  that  touches  down  in  South  Africa. 


SOUTH  AFRICAN  AIRWAYS 

AFRICA'S  WARMEST  WELCOME. 

FOR  RESERVATIONS  CALL  :  1-800-722-9675 


Financial  Services 
from  Transamerica 


Sometimes  it's 
Comforting  to  Know 
You're  Not  Alone. 

We're  Transamerica,  the  people 
in  the  Pyramid.  We  provide  the 
security  of  life  insurance  to 
millions  of  families.  We  help 
people  lead  better  lives  with 
home  equity  loans,  and  help 
them  plan  for  the  future  with 
annuities,  mutual  funds  and 
retirement  products.  We  believe 
in  providing  our  customers 
with  real  solutions  to  their 
financial  needs,  at  reasonable 
prices.  In  today's  changing 
world,  we  hope  it's  comforting 
to  know  someone  is  always 
thinking  of  you.  Remember 
us  when  you  want  the  best  in 
financial  services. 


Transamerica 

Life  Insurance  •  Investments  •  Lending  •  Leasing 


The      2.2      liter     D  O  H  C     C  a  m  r  y      engine.      Made      in      Georgetown,  Kentucky. 

IT   ALSO   DRIVES  THE  ECONOMY. 

AT  TOYOTA,  we're  continuing  our  commitment  to  \  engines  per  year.  It's  part  of  Toyota's  $5  billion  invest- 
building  in  America.  In  fact,  at  our  manufacturing  )  ment  in  American  manufacturing,  an  investment  that's 
plant  in  Kentucky,  we're  producing  nearly  250,000   )  driving  more  than  1 6,000  direct  jobs  across  America. 

Investing    in    the    things    we    all    care    about.  TOYOTA 

For  more  information  about  Toyota  in  America  write  Toyota  Motor  Corporate  Services,  9  West  57th  Street,  Suite  4900-D2,  New  York,  NY  10019. 
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progress  among  the  less  bright  may  have  incurred  a  very 
high  price.  The  Bell  Curve  demonstrates  in  a  particularly 
closely  argued  passage  that  it  has  been  achieved  by  focus- 
ing on  the  less  able,  a  "dumbing  down"  that  has  resulted 
in  sharply  poorer  performance  among  the  most  gifted 
children. 

In  1993  over  nine -tenths  of  federal  aid  to  schools  went 
to  the  "disadvantaged,"  meaning  those  with  learning 
problems.  Earmarked  for  the  gifted:  one-tenth  of  1%. 
Herrnstein  and  Murray  suggest  a  national  scholarship 
program,  to  be  awarded  solely  on  merit. 

■  Adoption:  Adopted  children  tend  to  do  better  than  their 
natural  siblings.  Heredity  still  counts:  They  still  tend  to 
underperform  their  adoptive  families.  But  this  is  an  inter- 
vention that  works — yet  adoption  is  increasingly  discour- 
aged, particularly  across  racial  lines. 

■  Affirmative  action:  There  are  high-lQ  individuals  of  all 
races.  But,  exactly  as  Thomas  Sowell  has  argued,  young 
blacks  and  young  people  of  other  minority  groups  are  the 
victims  of  college  admissions  officials  blindly  trying  to  fill 
quotas.  This  means  they  throw  bright  members  of  some 
minority  groups  into  extremely  competitive  situations  that 
neither  they  nor  most  whites  can  stand.  Result:  burnout. 

Thus  the  average  Harvard  black  student  had  an  sat 
score  95  points  below  the  average  Harvard  white  stu- 
dent— not  because  there  aren't  brilliant  black  kids  but 
because  Harvard  overwhelms  the  quality  of  the  black  pool 
with  its  quota-based  admission  policies.  This  has  the 


perverse  effect  of  creating  the  illusion 
that  minority  kids  cannot  keep  up. 

Here's  the  rub:  Some  minority  stu- 
dents over  their  heads  at  Harvard 
might  do  very  well  at  other  elite 
schools.  The  average  black  score  at 
Harvard  is  about  the  same  as  the  white 
average  at  Columbia,  a  fine  school  by 
any  standard.  By  contrast,  Asians  ap- 
pear to  be  held  to  a  higher  standard 
than  everyone  else  at  almost  all  the 
top  schools. 

"Whatever  else  this  book  does," 
said  Herrnstein,  showing  his  deep 
faith  in  the  power  of  ideas,  "it  will 
destroy  affirmative  action  in  the  uni- 
versities." This  may  be  hoping  for  too 
much.  But  remember  that  Murray's 
ideas  about  welfare  were  thought  rad- 
ical ten  years  ago. 

This  iq  stuff  is  too  awful  to  think 
about. 

Americans  are  optimists.  They 
don't  want  to  believe  there  are  prob- 
lems to  which  there  are  no  solutions. 
The  idea  that  iq  is  destiny  suggests  a 
preordained  universe  that  is  unconge- 
nial to  us. 

Ah,  but  there  are  things  we  can  do, 
the  authors  say.  What  do  they  recom- 
mend? 

Return  to  a  society  with  "a  place  for 
everyone" — simpler  rules,  more 
neighborhood  control,  more  direct  incentives  for  virtue 
and  disincentives  for  vice.  A  society  where  once  again  the 
cop  on  the  beat  is  everyone's  friend,  where  fortunate 
neighbors  help  unfortunate  neighbors.  A  society  that 
understands  marriage  is  not  just  an  inconvenient  artifact 
but  an  institution  that  evolved  to  promote  the  care  and 
nurture  of  children. 

Thus,  Herrnstein  and  Murray  argue,  people  who  dispar- 
age marriage  and  conventional  morality  are  doing  particu- 
lar damage  to  the  less  intelligent  portion  of  the  population. 
Murphy  Brown  may  be  able  to  cope  with  being  a  single 
mother  and  even  give  her  kid  a  good  upbringing.  But  a 
poor  woman  with  a  relatively  low  IQ  is  less  able  to. 

Herrnstein  and  Murray  are  not  libertarian  dreamers. 
They  are  critical  of  many  past  policies — state-sponsored 
segregation,  for  example.  And  they  assume  that  govern- 
ment redistribution  of  income  is  here  to  stay.  Indeed, 
in  a  society  where  the  market  puts  increasing  premiums 
on  cognitive  skills,  they  think  that  government  should 
restore  some  balance  by  making  routine  jobs  more 
attractive.  Thus  they  express  interest  in  such  income- 
supplementing  programs  as  Milton  Friedman's  negative 
income  tax. 

But — they  insist — the  reality  of  human  differences  must 
be  recognized.  "What  good  can  come  of  understanding 
the  relationship  of  intelligence  to  social  structure  and 
public  policy?"  the  authors  write  in  their  preface.  "Little 
good  can  come  without  it."  H 
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What's  in  the  Omaha  water  that  the  place  breeds  business  geniuses 
like  Charlie  Munger,  Warren  Buffett  and  Walter  Scott?  Scott's  brilliant 
leadership  at  Peter  Kiewit  Sons'  is  an  untold  saga  worth  telling. 

"We  kind  of  focus 
on  our  mistakes" 


By  Gary  Samuels 

Warren  Buffett  has  a  low  opinion  of  many  American 
business  managements,  but  listen  to  this  from  the  alltime 
champion  investor:  "An  extraordinary  record,  and  one  that's 
largely  unchronicled.  It's  a  story  of  the  lifetime  of  one  man, 
Pete  [Kiewit  Sr.],  who  handed  the  baton  to  Walter  [Scott], 
who's  done  a  sensational  job." 

Though  Buffett  thinks  enough  of  Walter  Scott  Jr.  to  have 
him  on  the  board  of  Buftett's  Berkshire  Hathaway,  the  sage 
of  Omaha  owns  no  Peter  Kiewit  stock.  He  can't.  Only 
current  and  retired  Kiewit  employees  can.  Of  the  3,500  full- 
time  employees,  1,150  own  all  the  Class  C  shares;  retirees  are 
allowed  to  own  Class  D  shares.  Buffett  probably  wishes  he 
could  own  some:  The  value  of  Kiewit's  C  stock  rose  68% 
during  1992  and  1993,  handily  beating  the  s&r  500,  which 
was  up  18%. 

Peter  Kiewit  Sons',  Inc.  is  one  of  the  biggest  general 
construction  firms  in  the  U.S.  Kiewit  is  extremely  profitable, 
not  just  for  a  construction  company,  but  for  any  business.  In 
1993  it  earned  net  profits  of  $261  million  on  total  revenues 
of  $2.2  billion,  returning  17.4%  on  C  stock  equity  and  16.4% 
on  D  equity,  far  higher  than  industry  averages.  In  size, 
nothing  special,  but  this  is  a  story  about  quality,  not  about 
quantity.  It  is  a  story  about  a  splendid  businessman  who  also 
thinks  like  an  investor. 

Peter  Kiewit  Sons'  was  founded  110  years  ago  by  a  Dutch 
immigrant  brickmaker.  The  company  soon  saw  a  chance  to 
expand  into  bricklaying  and  construction,  and  built  brick 
firehouses,  hotels,  schools,  smokestacks  in  Omaha  during 
the  early  days  of  the  century.  Under  the  founder's  son,  Peter 
Kiewit  Sr.,  who  took  over  in  1931,  it  built  canals,  dams  and 
power  plants  for  Franklin  Roosevelt's  Public  Works  Admin- 
istration; switched  to  munitions  plants  during  World  War  II, 
and  to  interstate  highways.  Kiewit  also  began  taking  stakes  in 
other  businesses,  often  businesses  like  coal  mining  that  it 
learned  about  through  its  contracting  work. 

This  practice  is  not  entirely  new.  Decades  ago  Electric 
Bond  &  Share  designed  and  built  power  plants,  raised  the 
financing  for  them  and  took  equity  interests.  Stone  & 
Webster  did,  too.  It  is  a  style  of  investing  based  on  acquiring 
industrial  expertise  and  then  using  that  expertise  to  identify 
related  investment  opportunities — the  building,  the  financ- 
ing and  the  investing  all  feeding  each  other.  Few  people 
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Walter  Scott  Jr.  (right)  and  Kenneth  Stmson 
"If  the  world  falls  apart, 
you  still  have  a  reasonable  chance 
of  coming  out  of  it  whole." 


practice  that  art  today.  Walter  Scott  does. 

Here's  more  of  Buffett  on  Kiewit:  "Pete's  first  love  was 
contracting,  but  he  had  a  mind  that  understood  business, 
and  Walter  is  the  same  way — he  grew  up  in  contracting  and 
loves  it,  but  he  likes  and  understands  business." 

Kiewit's  core  construction  business  still  produces  80%  of 
the  firm's  revenues.  Three  recent  big  projects  are  the  $750 
million  San  Joaquin  Toll  Road  in  California;  a  $180  million 
underground  highway  leading  to  Boston's  harbor  tunnel; 
and  the  just  completed  Bonneville  Dock  and  Dam  on  the 
Columbia  River. 

Most  of  the  business  is  in  government  work  but  at  fixed- 
price  incentive  contracts.  In  these  "hard  money"  contracts 
Kiewit  bids  a  fixed  price  and  works  hard  to  do  the  job  for  less 
than  the  amount  bid.  "You  get  one  chance  in  the  contracting 
business  to  ask  for  your  revenue,  so  really  the  rest  of  the 
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business  is  controlling  cost,"  says  Scott,  who  became  chair- 
man soon  after  Peter  Kiewit  Sr.  died  in  1979.  That's  the  key 
to  success  in  fixed-price  contracts,  where  a  single  stumble  can 
be  immensely  costly.  It's  a  business  where,  after  quality,  cost 
control  is  the  single  most  important  factor  in  success. 

In  Kiewit's  outside  investments  Scott  has  concentrated  on 
two  basic  opportunities.  One  is  telecommunications,  where 
Kiewit  has  lots  of  construction  expertise.  It's  a  field  that  has 
become  wide  open  since  the  federal  government  and  chang- 
ing technology  pried  open  AT&T's  longtime  monopoly  and 
around  the  same  time  virtually  ended  the  local  monopolies  of 
power  companies. 

The  second  is  in  the  general  field  of  infrasuncture — 
highways  and  the  like.  With  taxpayers  everywhere  in  revolt 
and  government  credit  strained,  private  financing  of  infra- 
structure projects  is  spreading  fast.  Strategically  placed  to 


take  advantage  of  this  powerful  trend,  Kiewit  is  investing 
heavily  in  it. 

Under  Scott,  Kiewit  has  concentrated  on  four  major 
outside  investments.  Since  three  of  the  companies  are  public, 
they  offer  a  chance  for  outside  investors  to  get  a  piece  of 
Kiewit's  talent. 

The  four  companies  are:  $141  million  (1993  sales)  MFS 
Communications,  Inc.,  which  provides  phone  services  to 
businesses;  $284  million  C-TEC  Corp.,  an  independent 
telephone  and  cable  TV  outfit;  $149  million  California 
Energy  Co.,  which  builds  and  operates  power  plants  here  and 
overseas;  and  startup  United  Infrastructure  Co.,  which  is 
developing  private  toll  roads  and  other  public  works  projects. 

MFS  is  a  good  example  of  how  Scott  operates.  Like  Butfett, 
Scott  believes  in  betting  on  jockeys  more  than  on  horses.  The 
jockey  in  mfs'  case  was  a  Kiewit  executive  named  james 
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Peter  Kiewit  Sons' 


Crowe.  In  1986  Crowe,  then  36,  had  been  put  in  charge  of 
the  Kiewit  unit  that  had  helped  build  national  fiber-optic 
networks  for  each  of  the  three  major  long  distance  phone 
companies,  AT&T,  MCI  and  Sprint.  The  business  was  winding 
down.  Crowe  was  looking  for  related  business  that  would 
keep  his  experienced  telecommunications  workers  busy. 

At  that  time  several  Chicago  investors  wanted  Kiewit  to 
build  a  fiber-optic  network  under  Chicago's  central  Loop 
district.  The  investors  figured  they  could  sell  backup  phone 
lines  and  specialized  phone  service  to  big  corporations,  in 
competition  with  Illinois  Bell,  now  known  as  Ameritech. 

Crowe  took  the  idea  to  Walter  Scott,  who,  as  much  out  of 
respect  for  Crowe  as  for  anything  else,  said  okay.  He  agreed 
to  lend  the  investors  the  money  to  build  the  system,  with  the 
network  itself  collateral  for  the  loan. 

Encouraged  by  Scott,  Crowe  began  to  study  the  changes 
beginning  to  sweep  the  telephone  business.  Crowe  saw  a 
chance  to  do  to  the  $80  billion  market  that  was  locked  up  by 
the  local  Bell  monopolies  what  MCI  had  done  to  AT&T.  "The 
more  I  looked,"  he  says,  "the  more  convinced  I  became  that 
what  happened  in  the  long  distance  business  would  happen 
in  the  local  [telephone]  business  because  of  changes  in 
technology  and  huge  scale  economics.  The  ticket  to  entry 
was  going  to  go  way  down." 

By  mid-1987  the  Kiewit  board  had  okayed  the  formation 
of  MFS  (for  Metropolitan  Fiber  Systems)  Communications, 
which  would  begin  building  local  fiber  loops  in  downtown 
business  districts.  Eventually,  Scott  funded  Crowe's  MFS 
project  with  $500  million  of  Kiewit's  cash.  This  was  and 
remains  the  largest  single  venmre  capital  committnent  ever 
made.  A  bold  gambler  Only  on  the  surface.  The  investment 
was  to  be  made  in  small  chunks,  $5  million  or  $10  million  at  a 
shot.  In  1990,  when  MFS  bought  the  Chicago  network  that 
had  launched  the  business,  it  was  for  $30  million,  mostly  in 
deferred  payments. 

Every  time  he  wrote  a  check,  Scott  asked  himself:  If  our 
basic  theory  is  wrong  or  if  this  thing  turns  out  not  to  be  our 
cup  of  tea,  can  we  get  out  whole  or  nearly  whole?  As  Scott 
puts  it:  "What  I  was  looking  at  is,  does  this  physical  asset  fit 
somebody  else  in  case  it  doesn't  fit  us?  We  came  to  the 
conclusion  that  it  would."  If  Kiewit  couldn't  use  the  wires, 
somebody  else  certainly  could. 


Jim  Crowe  of  MFS  (left), 
David  Sokol  of  California  Energy  (below) 
and  David  McCourt  of  C-TEC  (right) 
Bet  the  jockey,  not  the  horse,  * 
then  watch  to  be  sure  he  doesn't  make 
the  same  mistake  twice. 


That  the  escape  hatch  was  open  was  shown  in  1992,  when 
British  Telecom  offered  to  buy  Kiewit's  MFS  properties  at  a 
nice  profit  to  Kiewit.  Scott  was  tempted  to  sell  but  decided  at 
the  last  minute  not  to.  In  May  1993  MFS  sold  22%  of  its  shares 
to  the  public  for  $293  million,  diluting  Kiewit's  position  to 
78%.  But  Kiewit  hasn't  cashed  out  a  share;  rather  it  bought  2 
million  shares  at  the  oflfering  price.  Today,  five  years  after  MFS 
sent  out  its  first  phone  bills,  Kiewit's  initial  $500  million 
investment  in  MFS  is  worth  $1.5  billion. 

With  its  fiber  networks  now  operating  in  33  cities,  MFS  can 
handle  just  about  any  kind  of  business  phone  service.  Since  it 
is  not  a  Bell  company,  MFS  is  free  to  be  in  the  long  distance 
business,  and  currently  buys  long  distance  service  wholesale 
from  AT&T,  MCI  and  Sprint  and  sells  it  retail  to  business 
customers.  Now  MFS  is  preparing  for  an  even  greater  oppor- 
tunity in  transporting  data  and  video  information  for  cus- 
tomers, thanks  to  changes  in  technology.  Computer-to- 
computer  calls  are  by  far  the  fastest-growing  segment  of 
telecommunications  and  already  account  for  the  majority  of 
calls  in  business.  But  the  existing  phone  network  is  designed 
to  carry  voice  conversations  and  is  expensive  for  data  calls. 

A  different  technology  called  "packet  swi telling"  is  a  more 
efficient  way  for  computers  to  exchange  data.  But  packet 
swi  telling  has  trouble  with  voices  and  video.  A  new  packet 
technology  called  asynchronous  transfer  mode  (ATM)  solves 
those  problems.  Packet  switching  using  ATM  enabled  Bear, 
Stearns  to  move  computers  for  its  Manhattan  trading  opera- 
tions from  its  high-rent  Park  Avenue  headquarters  30  miles 
west  to  suburban  Whippany,  N.J.  Data  travels  between  Park 
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Avenue  and  Whippany  at  the  superhigh  speed  of  2.5  billion 
bits  of  data  a  second. 

This  involves  large  savings.  An  investment  bank  or  TV 
network  that  wants  to  tie  ten  cities  together  with  high- 
capacity  leased  trunk  lines  now  has  to  pay  $300,000  or  so  a 
month.  But  a  network  using  ATM  packet  swi telling  technol- 
ogy could  accomplish  the  same  goal  for  5%  to  1 0%  of  the  cost 
of  a  circuit  network,  depending  on  usage.  That  would  make 
videoconferencing  and  other  multimedia  services  affordable 
to  more  business  customers. 

From  its  inception  MPS  focused  only  on  business  custom- 
ers. Why  not  the  consumer  market  as  well?  Again  it  was  bet- 
the-jockey  time  for  Scott. 

A  young  Boston  contractor  named  David  McCourt  had 
built  mfs'  fiber  network  in  Boston.  Later  McCourt  ended  up 
as  partner  with  Kiewit  in  McCourt/Kiewit  International, 
which  built  residential  cable  Tv/phone  networks  in  the  U.K. 
for  cable  operator  Comcast;  a  joint  venture  of  U  S  West  and 
TCI;  and  Britain's  Mercury  Communications. 

One  day  in  1992  aboard  Kiewit's  jet,  McCourt  told  Scott 
he  should  think  about  competing  against  the  Bell  companies 
and  cable  monopolies  in  residential  telephone  and  cable 
service.  Scott  liked  the  idea  and  he  liked  McCourt.  Having 
dipped  in  as  a  contractor,  Scott  and  McCourt  learned 
enough  to  be  able  to  tackle  the  business  themselves.  Scott 
told  McCourt  to  find  a  company  to  buy  that  had  the  essential 
elements  from  which  to  build  a  residential  telecommunica- 
tions company.  McCourt  found  C-TEC  Corp.,  the  nation's 
20th-largest  local  phone  company,  which  is  also  in  the  cable 


TV  and  long  distance  businesses  (1993  revenues,  $284 
million).  Kiewit  bought  voting  control  of  C-TEC  in  mid- 1993 
for  about  $200  million. 

McCourt,  37,  doesn't  want  to  talk  much  about  his  plans 
for  c-TEC  except  to  say  that  he's  looking  at  ways  to  compete 
with  the  Bells  for  local  residential  service  without  having  to 
buy  cable  systems,  which  have  been  getting  more  and  more 
expensive. 

One  approach  would  be  to  help  small  cable  operators  sell 
consumers  a  package  of  local  phone,  long  distance  and  cable 
TV  service,  using  C-TEC's  expertise  in  phone  billing  and 
switching.  Another  approach  would  be  to  build  networks  in 
direct  competition  with  high-cost  phone  or  cable  operators. 
McCourt  is  also  looking  at  opportunities  overseas.  "I  just  got 
back  from  Mexico,"  says  McCourt.  "You  know,  70%  of  the 
world  outside  North  Anerica  has  no  telephone  service;  90% 
has  no  cable  service." 

Recently  trading  at  24JA  a  share,  C-TEC  is  well  below  the 
34V2  a  share  Scott  paid  for  Kiewit's  control  block.  But  Scott 
isn't  worried.  "We  got  into  it  because  we  had  the  person. 
David  [McCourt]  basically  had  the  idea  and  convinced  us 
that  he  could  make  a  success  out  of  it.  I  believed  it  then,  I 
believe  it  now." 

As  with  communications,  so  in  the  energy  field.  Kiewit  had 
gotten  to  know  the  garbage-to-energy  business  when  that 
was  hot,  and  still  wanted  to  get  into  the  energy  field.  Scott 
had  met  David  Sokol,  38,  when  the  latter  hired  Kiewit  to 
build  garbage-to-energy  plants  for  his  employer,  Ogden 
Projects,  and  brought  him  to  Kiewit. 

Sokol  urged  Scott  to  buy  San  Francisco- based  California 
Energy,  an  independent  power  producer.  Cal  Energy  owned 
half  of  a  major  geothermal  power  plant  at  the  Navy's  China 
Lake  Naval  Air  Weapons  Station  in  the  Mojave  Desert. 
Geothermal  power  plants  take  superheated  water  from  wells 
thousands  of  feet  below  ground  and  then  use  the  steam  to 
turn  turbines  and  generate  electricity.  But  the  company  was  a 
mess,  with  bloated  management  staff. 

In  1991  Scott  paid  $80  million  for  34%  of  Cal  Energy, 
right  after  its  stock  had  crashed  from  1 5  to  6  on  the  American 
Stock  Exchange.  Sokol  chopped  annual  overhead  from  more 
than  $25  million  to  $9  million  and  turned  his  attentions 
overseas. 

He  eyed  the  fast- growing  economies  in  Southeast  Asia  and 
Latin  Anerica,  requiring  as  they  did  massive  amounts  of  new 
power.  But  many  of  these  countries  lacked  the  capital 
necessary.  It  was  a  ready-made  situation  for  Kiewit,  which 
could  provide  engineering,  capital  and  operational  know- 
how.  Sokol  landed  contracts  for  two  privately  owned  geo- 
thermal plants  and  a  hydroelectric  plant  in  the  Philippines 
and  negotiated  rights  to  develop  two  geothermal  fields  in 
Indonesia.  In  three  cases,  Kiewit  ended  up  as  a  50/50  equity 
partner  with  Cal  Energy  as  well  as  contractor. 

Cal  Energy  is  trying  to  take  over  rival  Magma  Power,  of 
San  Diego,  and  just  offered  $430  million  in  cash  and  stock 
for  half  the  company.  If  the  deal  goes  through  Cal  Energy 
will  be  one  of  the  world's  largest  independent  power 
producers.  Kiewit  now  owns  43%  of  Cal  Energy,  worth  $270 
million,  more  than  twice  what  it  invested. 

Scott's  newest  is  a  joint  venture  (with  construction  giant 
Bechtel)  called  United  Infrastructure  Co.  This  15 -person 
operation  based  in  Chicago's  Sears  Tower  will  design,  build, 
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'eter  Kiewit  Sons' 


Scott  Miller  of  United  Infrastructure 
Public  works, 
private  money. 


finance  and  operate  private  toll  roads, 
bridges,  water  pipelines  and  treatment 

facilities. 

The  United  venture  grew  out  of 
Kiewit's  extensive  involvement  in  most 
of  die  major  private  infrastructure  proj- 
ects in  the  U.S.  For  example,  it  is  prime 
contractor  and  an  equity  owner  in  the 
four- lane  private  toll  road  being  built  in 
the  middle  of  what  is  now  State  Road 
91,  connecting  Riverside  with  Orange 
County,  Calif.  MFS  is  also  involved  in 
this  project,  as  a  provider  of  a  wireless 
toll  system  that  lets  cars  with  prepaid 
accounts  bypass  toll  booths. 

Last  year  Kiewit  and  Bechtel  formed 
United  Infrastructure  to  design  and 
invest  in  other  private  as  well  as  partly 
private  infrastructure  projects.  United 
quickly  grabbed  two  projects.  One,  in 
the  crowded  Puget  Sound  area,  is  using 
a  concept  called  congestion  pricing, 
whereby  people  using  a  highway  during  slack  hours  would 
pay  lower  or  no  tolls. 

"Peak  pricing  occurs  in  the  electric  power,  airline  and 
hotel  businesses,"  says  United  President  Scott  Miller,  anoth- 
er of  Scott's  energetic  young  (40)  executive/entrepreneurs. 
"Congestion  pricing  says  you  don't  need  to  build  more 
roads  if  you  can  distribute  cars  and  trucks  more  evenly  on  a 
time  basis."  Arizona,  California,  Florida,  Georgia,  Minneso- 
ta, Virginia  and  Washington  already  have  laws  on  die  books 
to  encourage  this  kind  of  pricing,  and  Colorado,  New  Jersey, 
New  York  and  Pennsylvania  are  working  on  it. 

It  boils  down  to  this:  Kiewit  sees  change  everywhere — in 
technology,  in  society,  in  government.  In  this  change  lies 
opportunity,  and  Kiewit,  while  remaining  a  top-notch  con- 
struction firm,  intends  to  seize  some  of  these  opportunities. 

Tliis  worldwide  enterprise  is  headquartered  in  the  Kiewit 
Plaza  building  in  downtown  Omaha;  Warren  Buffett,  in  a 
modest  office  on  the  fourteenth  floor,  is  the  only  other 
tenant.  Scott  and  Kiewit  Construction  Group  Chairman 
Kenneth  Stinson  spend  much  of  their  time  doing  what  is  only- 
natural  in  a  company  that  bets  on  people  rather  than  on 
technology:  evaluating  employee  performance. 

Every  year  Stinson  spends  six  weeks  reviewing  each 
employee's  record  with  a  team  of  managers  and  executives, 
identifying  potential  leaders  and  deciding  whether  employ- 
ees should  be  invited  to  own  stock. 

The  lucky  ones  don't  get  stock  options.  Instead  Kiewit 


helps  them  arrange  bank  loans  to  buy 
the  stock.  When  employees  retire  they 
can  swap  their  C  shares,  which  are  tied 
to  the  core  business,  for  D  shares, 
which  represent  the  diversified  invest- 
ments. Kiewit  prices  its  shares  once  a 
year,  based  on  year-end  book  value. 
But  this  value  is  seriously  understated. 
For  example,  Kiewit  carries  its  MFS 
shares,  worth  $1.5  billion,  at  cost,  or 
about  $500  million.  Were  Kiewit  a 
truly  public  company,  its  shares  would 
undoubtedly  command  a  huge  premi- 
um over  book  value,  but  Kiewit  share- 
holders must  content  themselves  with 
appreciation  based  on  growth  in  re- 
tained earnings.  (Scott  says  Kiewit 
could  someday  sell  D  stock  to  the 
public  to  give  the  stock  some  liquidity 
and  to  raise  capital  for  new  ventures.) 

In  allocating  stock,  as  in  so  much 
else,  Scott  and  Stinson  want  to  know: 
Did  he  or  she  sufficiently  consider  the  downside,  the  safety 
factor  in  making  decisions?  As  Ken  Stinson  puts  it:  "We  kind 
of  focus  on  our  mistakes  instead  of  our  successes." 

Scott  says  almost  the  same  thing  but  in  different  words: 
"I've  always  felt  that  if  you  had  businesses  that  had  good 
prospects  and  good  people,  you  cover  your  downside  and  the 
upside  covers  itself.  If  the  world  falls  apart,  you  still  have  a 
reasonable  chance  of  coming  out  of  it  whole." 

Nowhere  is  this  emphasis  on  limiting  potential  losses  more 
evident  than  in  Kiewit's  annual  shareholders1  meeting.  Every 
January  about  a  third  of  the  shareholders  come  to  Omaha 
from  around  the  country  and  stay  at  a  budget  Red  Lion  Inn, 
two  to  a  room.  Ffighlight  of  the  day:  a  presentation  from  die 
manager  of  the  division  that  turned  in  the  worst  performance 
during  the  past  year.  "It's  something  no  one  looks  forward 
to,"  says  Peter  Kiewit  Jr.,  68,  a  Phoenix  attorney  and  Kiewit 
director.  The  purpose  of  this  choice  of  speakers  is  more  than 
merely  didactic;  it  represents  a  kind  of  pillorying.  Kiewit  says 
pointedly:  "Repetition  is  fairly  rare." 

Scott  Miller,  head  of  the  new  Kiewit/Bechtel  venture 
United  Infrastructure,  attended  his  first  annual  meeting 
last  January,  a  few  months  after  joining  United.  He  sat  in 
the  audience,  somewhat  shaken,  as  the  first  speaker  of  the 
day  smeared  himself  with  ashes.  Later  Walter  Scott  asked 
Miller  what  he  thought  of  the  presentations.  Recalls 
Miller:  "I  told  him,  'Walter,  either  we  will  do  successful 
projects  or  we'll  do  none.'  "  HW 


The  best  man  won 

Walter  Scott  should 
have  been,  but  unfortunate- 
ly was  not,  listed  among 
The  Forbes  Four  Hundred. 
His  personal  wealth  is  well 
in  excess  of  $300  million.  It 
is  mainly  in  Kiewit  shares 


plus  big  investments  in  local 
banks,  oil  and  gas  proper- 
ties and  ConAgra,  Berkshire 
Hathaway  and  other 
stocks.  Together  he  and 
buddy  Warren  Buffett 
own  the  Omaha  Royals  mi- 
nor league  baseball  team. 
Buffett,  like  his  partner 


Charles  Munger,  grew  up  .in 
Omaha.  He  has  known 
Scott  most  of  his  life — their 
mothers  were  friends.  In 
high  school,  Buffett  and 
Scott  pursued  the  same 
girl,  Carolyn  Falk,  but  she 
married  Scott.  "Unfortu- 
nately, die  best  man  won," 


says  Buffett.  Carolyn  Falk 
Scott  died  in  1983.  Scott 
and  his  second  wife,  Sue, 
give  generously  to  the  local 
zoo  and  art  museum  and 
are  helping  build  an  aquari- 
um featuring  walk- 
through glass 

tunnels.  -G.S.  ■ 
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ever  Said  There's  No  Such  Thing  As 
Overnight  Success  never  Stayed  At  A  Hyatt 


HyattBusinessPlan, 

No  Phone  Access  Charges  •  In-Room  Fax  •  Printers  and  Copiers  •  Express  Breakfast 

At  Hyatt,  overnight  success  stories  are  business  as  usual— thanks  to  Hyatt  Business  Plan. 
You  can  take  advantage  of  a  personal  work  space  and  desk  phone  with  no  phone  access  charges,*  in-room  fax," 
and  24-hour  access  to  photocopiers  and  printers  on  your  floor.  As  well  as  express  breakfast  and  a  morning  newspaper. 
A  terrific  value  considering  Business  Plan  is  just  $15  over  the  regular  room  rate.  After  all,  nothing  makes  you 
feel  better  in  the  morning  than  a  good  night's  work.  Call  your  travel  planner  or  Hyatt  at  1-800-233-1234. 


h  yat  T 


HOTELS  &  RESORTS 


We've  Thought  Of  Everything; 


Hyafl  Holds  and  Resorts  are  managed  by  two  separate  groups  of  companies  -  companies  associated  with  Hyatt  Hotels  Corp.  and  companies 
associated  with  Hyatt  International  Corp.  ©  1994  Hyatt  Corp. "  No  phone  access  charges  for  800 #'s.  local  calls,  and  credit  card  calls.  "Fax  machine  charged  per  usage. 


Our  Business  Services  Are  Designed  To  Improve  Your  Standing 
Not  Just  Wrm  The  CEO,  Bur  Also  Wrm  The  CFO . 

The  Great  Value  Of  Hyatt's  Portfolio  Of  Business  Services 
Makes  It  The  Smart  Choice  When  You  Travel 


Hyatt BusinessPlan 

Achieve  overnight  success  with  Hyatt's  program 
designed  to  keep  you  more  productive  while  on  the  road. 


H  YATT 

GOLD  PASSPORT 


Gold  Passport  rewards  you  with  added  benefits  while  each  stay  earns  you  points 
towards  free  nights  — so  you  always  get  more  than  you  bargained  for. 
Call  1-800-63-HYATT  to  enroll  today. 


Regency  Club 

Business  is  always  a  pleasure  on  Hyatt's  special  Regency  Club  floor. 
Featuring  VIP  amenities,  specially  trained  staff  and  an  exclusive  lounge  for  work  or  play, 
it's  the  ultimate  in  Hyatt  service. 


Touch  AndQo^ 

Hyatt's  got  you  coming  and  going  with  1-800-CHECK-1N;  Instant  Check-In  and 
Video  Check-Out—  aimed  to  speed  up  your  arrival  and  hurry  you  home. 


For  reservations,  call  your  travel  planner  or  Hyatt  at  1-800-233-1234. 
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NEW  YORK 

Hyatt  Regency  Buffalo  ■ 
Grand  Hyatt  New  York  ■  • 


Hyatt  Regency  Rochester  ■• 
NORTH  CAROLINA 
Hyatt  Charlotte  ■ 
OHIO 

Hyatt  on  Capitol  Square  (Columbus)  ■  • 

Hyatt  Regency  Cincinnati  ■  • 

Hyatt  Regency  Columbus  ■  • 

PENNSYLVANIA 

Hyatt  Regency  Pittsburgh  ■ 

SOUTH  CAROLINA 

Hyatt  Regency  Greenville  ■ 

TENNESSEE 

Hyatt  Regency  Knoxville  ■ 
TEXAS 

Hyatt  Regency  Austin  ■ 
Hyatt  Regency  Dallas  ■  • 
Hyatt  Regency  DFW  ■  • 
Hyatt  Regency  Houston  ■ 
Hyatt  Regency  San  Antonio  ■ 
■  •  VIRGINIA 

Hyatt  Arlington  ■ 

Hyatt  Regency  Crystal  City  ■ 

Hyatt  Dulles  ■  • 

Hyatt  Fair  Lakes  ■ 

Hyatt  Regency  Reston  ■  • 

Hyatt  Richmond  ■ 

WASHINGTON 

Hyatt  Regency  Bellevue  (Seattle)  ■  • 
WISCONSIN 

Hyatt  Regency  Milwaukee  ■ 


hi  Indicates  Hyatt  Business  Plan  available  •  Indicates  Regency  Club  available  ▲  Indicates  Touch  and  Go  available 

Gold  Passpoit  and  1-800-CHECK-IN'  are  available  at  all  locations. 


When  you  gamble,  they  take  your  money  and  give  you 
some  of  it  back.  It  sounds  like  they  can't  lose, 
but  New  York  City  manages  to. 

Horsefeathers 


By  Jerry  Flint 


OTB  Chief  Robert  Palumbo 

"My  friends  say,  'You're  kidding.  Losing  money?  You're  pocketing  it.'  " 


You  want  to  get  rid  of  prostitution? 
Easy.  Just  let  New  York  City  run  all 
the  brothels.  A  few  years  of  the  city's 
inept  ways  and  potential  customers 
would  get  so  depressed  they  would  be 
spending  their  time  in  libraries 
instead. 

"That's  true,"  sighs  Robert  Pa- 
lumbo. He  heads  New  York  City's 
OTB,  the  OffTrack  Betting  Corp.,  the 
horse  betting  parlors.  Like  any  gam- 
bling establishment,  OTB  takes  bets  in 
and  doesn't  give  all  the  money  back. 
It's  hard  to  lose  doing  that,  but  otb 
ended  its  June  30  year  probably  losing 
something  over  $7  million  in  gross 
receipts  of  S742  million.  This  might 
be  the  only  bookie  operation  in  the 
world  that  loses  money.  Loses  money 
and  customers,  too.  OTB's  revenues 
have  dwindled  from  better  than  $1 
billion  in  fiscal  1988  to  S742  million 
in  fiscal  1994.  To  save  money  the  city 
has  cut  the  number  of  betting  shops 
from  157  to  90.  Still,  the  losses  were 
mounting. 


Yet  many  years  ago  otb  was  pour- 
ing an  annual  $65  million  into  the  city 
treasury.  "It's  terrible,"  Palumbo 
says.  "My  friends  say,  'You're  kid- 
ding. Losing  money?  You're  pocket- 
ing it.'  " 

You  can't  blame  Palumbo  for  the 
disaster.  He  was  appointed  acting  OTB 
president  by  the  new  mayor,  Rudolph 
Giuliani,  only  this  year. 

Marketing  will  be  a  big  part  of  his 
problem.  Quarterbacks  and  point 
guards  seem  to  be  worth  more  every 
year,  but  the  average  price  of  yearlings 
has  been  falling.  Racing  just  never 
figured  how  to  work  with  the  biggest 
factor  in  modern  sports:  television 
(Forbes,  May  9). 

"The  average  bettor  is  a  55-year- 
old  white  man  who's  overweight  and 
a  chain  smoker.  How  long  will  that 
customer  base  be  around  before  you 
don't  have  any  customers  at  all?"  asks 
Larry  Allison,  otb  spokesman. 

But  how  come  otb  can't  attract  the 
Latin  crowd,  which  comes  from  a 


horse  racing  culture?  Or  New  York's 
blacks — the  parlor  at  125th  Street,  in 
Harlem,  is  one  of  the  poorest  per- 
formers. This  at  a  time  when  gam- 
bling is  booming  and  spreading  across 
the  country  (see  story,  p.  118). 

You  want  to  know  otb's  real  prob- 
lem? It's  run  by  the  government. 
While  OTB  is  a  public  corporation 
whose  board  members  are  appointed 
by  the  mayor,  its  rules  are  set  by  New 
York  State,  which  has  greater  inter- 
ests— like  taking  care  of  the  unions. 
"We  don't  really  have  a  free  hand.  If  I 
had  a  free  hand,  we'd  be  profitable 
tomorrow  morning  in  a  major  league 
way,"  says  Palumbo. 

There's  something  else:  The  net 
loss  for  the  company,  that  $7  million 
in  the  last  year,  is  after  $100  million 
paid  out  to  the  tracks,  the  horse  peo- 
ple, the  state  and  the  city. 

But  even  with  all  that,  it  still  takes 
a  special  talent  to  lose  money  mak- 
ing book. 

On  the  cost  side,  labor  is  the  prob- 
lem, says  Palumbo.  "Seventy-five  per- 
cent of  our  operating  expenses  are 
labor  costs.  You  can't  run  a  candy 
store  with  75%  labor  costs."  He  earns 
$110,000  a  year.  Clerks  get  $14  an 
hour  for  a  35 -hour  week,  plus  bene- 
fits. The  total  employment  today  is 
1,845,  and  most  of  it  is  union  under 
civil  service  rules,  the  worst  of  all 
possible  worlds  for  an  employer.  Pa- 
lumbo says  he's  cut  17  managers, 
saving  $1  million  a  year  ahead)',  and 
figures  that,  fully  modernized,  he 
could  operate  the  business  with 
1,100,  or  40%  fewer  employees.  That 
would  save  at  least  $21  million  in 
labor  costs  and  make  OTB  solidly 
profitable. 

Working  within  the  restrictions  the 
pols  have  saddled  him  with,  Palumbo 
is  trying.  He's  planning  to  close  30  of 
the  90  branch  offices  on  Sundays  to 
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OTB 


One  of  OTB's  new  betting  parlors 

When  OTB  was  set  up,  the  parlors  didn't  have  bathrooms,  water  fountains  or  chairs.  Didn't  want  people  hanging  around. 


slash  double-time  pay,  hoping  the 
Sunday  bettors  will  just  go  a  bit  far- 
ther to  the  open  offices. 

But  Sunday  double-time  pay  is  al- 
most the  least  of  it.  otb  spent  $3 
million  in  the  past  four  years  compen- 
sating workers  at  racetracks.  The  state 
legislature  wrote  that  rule  to  protect 
union  track  employees  for  hours  they 
theoretically  lose  because  otb  keeps 
some  bettors  away  from  the  track. 
Palumbo  says  he  is  going  to  stop  most 
of  the  payments  and  let  the  union  sue. 

OTB  is  a  place  where  political  con- 
nections count.  Palumbo's  predeces- 
sor, an  appointee  of  ex-Mayor  Din- 
kins,  was  a  politically  active  Democrat 
and  power  in  the  NAACP,  Hazel 
Dukes.  She  might  have  cost  the  mayor 
the  election,  as  OTB  became  a  symbol 
of  ineptitude.  She  clearly  regarded 
OTB  as  a  candy  jar:  She  fired  older 
white  managers  and  replaced  them 
with  nonwhites,  saddling  otb  with 
big  lawsuits  from  the  fired  whites  and 
thus  adding  to  otb's  deficit. 

Palumbo  is  no  political  hack  but 
someone  who  knows  OTB  from  inside 
out.  He  has  worked  at  otb  since  it  was 
formed — his  parlor  took  the  first  bet, 
April  8,  1971.  "Okay,  I  was  a  volun- 
teer for  Giuliani,'"  he  admits.  "So 
what?  I  was  a  Harry  Truman  support- 
er, too." 

Where  else  is  Palumbo  going  to 
find  savings  besides  Sunday  closings? 
How  about  rents?  Wasn't  OTB  over- 
charged by  politically  connected 
landlords?  "That's  possible,"  says  Pa- 


lumbo. "We're  having  outside  attor- 
neys looking  at  our  leases  to  be  sure  it 
does  not  happen  again." 

Mayor  Giuliani  has  talked  about 
selling  off  OTB,  but  it  has  to  be  turned 
around  to  be  worth  anything,  and 
politicians  do  need  places  to  put  sup- 
porters, so  it  could  be  a  while. 

Turning  it  around  is  going  to  take 
lots  of  work.  Under  "very  important 
changes"  reported  in  OTB's  annual 
report  for  1993:  It  finally  got  around 
to  identifying  the  horses  in  the  race  by 
the  same  numbers  used  by  the  track 
and  on  the  horses  themselves.  If  the 
customers  were  confused,  so  what? 
And  here's  progress  for  you,  quoting 
directly  from  the  annual  report: 
"Pencils  have  been  reintroduced  at 
the  branches  to  assist  bettors  in  com- 
pleting the  computerized  betting 
cards." 

When  OTB  was  set  up,  the  parlors 
didn't  have  bathrooms  or  water  foun- 
tains or  chairs.  Didn't  want  people 
hanging  around.  Many  still  don't 
have  bathrooms,  which  have  to  be 
pretty  big  nowadays  to  handle 
wheelchairs. 

The  alternative  betting  sources — 
bookies,  in  plain  English — have  cer- 
tain advantages  over  OTB:  They  pay 
off  at  track  odds,  while  OTB  chops  22% 
off  the  winnings — for  taxes  and  a 
special  5%  surcharge  for  New  York 
City.  The  bookies  also  give  credit. 
There's  no  sports  betting  at  OTB, 
either. 

OTB  has  three  showcases.  Parlors 


with  big-screen  TVs  so  the  bettors  can 
watch  their  nags  run,  easy  chairs,  food 
and  drink  available.  These  are  doing 
well.  A  private  business  would  as 
quickly  as  possible  convert  to  this  style 
parlor.  But  OTB  just  can't  open  more 
without  state  permission,  which  is 
tough  to  get  because  the  racetracks 
figure  they  steal  customers,  and  ob- 
ject.  Even  the  parlors  with  simple  TV 
monitors  can't  show  races  on  them  all 
of  the  time. 

Add  all  that  up,  and  the  surprise 
isn't  that  business  is  dropping;  it's 
that  there  is  any  business  at  all. 

Palumbo  vows  that  he  will  make  a 
profit  in  this  fiscal  year,  and  he's  got 
some  ideas  to  increase  business: 

A  live  TV  race  show,  done  by  Cable- 
vision  and  Time  Warner,  promoting 
OTB  betting. 

Setting  up  racing  TVs  and  betting 
operations  at  15  city  hotel  bars  or 
restaurants. 

Putting  more  than  200  automatic 
betting  machines  in  the  branch  of- 
fices— there  are  66  in  now — which 
would  reduce  the  need  for  clerks. 

Getting  rid  of  the  "ding)',  dirty" 
image,  by  sending  out  cleaning 
squads,  getting  rid  of  graft tti,  and 
even  cleaning  adjoining  stores,  "try- 
ing to  show  we're  good  neighbors." 

otb  probably  will  return  to  the 
black:  Being  the  only  red-ink  bookie 
in  town  is  just  too  embarrassing  for 
any  mayor.  But  OTB  probably  will 
remain  a  symbol  of  why  government 
should  leave  business  to  business.  WM 


170 


Forbes  ■  October  24,  1994 


Sponsored  by  the  Ireland-United  States  Council  for  Commerce  and  Industry 


ADVERTISEMENT  2 

IRELAND  TAKES  TOP 
SPOT  AS  U.S.  INVEST- 
MENT BASE  IN  EUROPE 

In  the  past  20  years,  Ireland  has 
attracted  a  large  and  growing  vol- 
ume of  international  industrial 
investment,  especially  from  the 
U.S.  Since  Ireland  joined  the 
European  Union  in  1973,  close  to 
$8  billion  of  American  capital  has 
been  invested  in  new  Irish  manu- 
facturing facilities  and  service  industry  operations.  Today,  some 
48,000  Irish  people  work  in  more  than  400  industrial  operations 
established  in  the  Emerald  Isle  by  American  corporations. 

The  list  of  those  companies  includes  some  of  the  best- 
known  names  in  American  industry,  from  Microsoft  to 
Motorola,  General  Electric  to  General  Motors,  IBM  to  Intel. 
U.S.  firms  in  Ireland  account  for  20%  of  manufacturing 
employment  and  more  than  half  of  all  employment  by  over- 
seas firms. 

Ireland  has  many  attractions  for  U.S.  companies  that 
serve  customers  in  Europe  or  world  markets: 

•  An  abundant  supply  of  highly  skilled,  well-educated 
young  workers; 

•  Full  membership  in  the 
European  Union,  which 
means  tariff-free  access  to 
the  largest  and  most  lucra- 
tive trading  area  on  earth — 
340  million  consumers; 

•  The  lowest  corporate 
taxes  in  Europe — a  maxi- 
mum rate  of  10%  on  cor- 
porate profits  guaranteed 
to  stay  at  this  level  until 
2010; 

•  Generous  capital, 
employment,  training  and 
R&D  grants  for  new  man- 
ufacturing and  interna- 
tional service  investment 
projects  administered  by 


A  Message  From 
Ireland's  Prime  Minister 
An  Taoiseach, 
Albert  Reynolds 

Business  opportu- 
nities abound 
between  the 
United  States  and 
Europe,  and 
Ireland  is  uniquely 
positioned  at  the 
crossroads  of  that 
process.  The 
romantic  vision  of 
Ireland— that  of  castles  and 
cottages,  tweeds  and  twilights- 
is,  happily,  alive  and  well.  But 
modern  Ireland  offers  much 
more,  for  business  and  tourism 
alike.  Ireland  is  a  growing  cen- 
ter for  new  investment,  espe- 
cially in  the  high-technology 
category,  much  of  it  from  the 
U.S.  And  although  Ireland  is  a 
full  member  of  the  European 
Union  and  our  economic  future 
is  intimately  linked  to  the  larger 
European  economy,  we  retain 
strong  and  cherished  ties  to 
America.  We  applaud  the  initia- 
tive of  the  Ireland-U.S.  Council 
in  sponsoring  this  supplement 
in  Forbes  Magazine,  as  part  of  a 
continuing  commitment  to 
building  closer  business  and 
economic  links  between 
America  and  Ireiand. 


Average  Rate  of  Return  on  U.S.  Manufacturing  Investme 
in  Ireland  1982-1991 


Source:  U.S.  Department  ot  Commerce 


Mr.  Kieran  McGowan 

Chief  Executive, 
Industrial  Development 
Agency  Ireland 


Ireland's  Industrial  Development 
Agency; 

•  Lower  operating  costs  than  moj 
other  places  in  Europe:  High-qual 
transportation  and  telecomunnica 
tions  support  infrastructure  and  a 
positive  and  supportive  governme: 
attitude  towards  private  enterprise 
The  driving  force  behind  this  inflc 
of  investment  capital  is  Ireland's 
Industrial  Development  Agency. 
Chief  Executive  Kieran  McGowan 
says,  "A  key  reason  that  Ireland  remains  so  popular  as  a 
for  American  manufac- 
turers selling  into  the 
European  market  is  that 
it  is  so  profitable  for  them 
here. 

"But  don't  take  my 
word  for  it.  Ask  any  of  the 
more  than  400  satisfied 
American  companies  with 
operations  in  Ireland. 
Ireland  is  the  top  spot  for 
American  investment  in 
Europe." 
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Intel  manufactures  its  powerful 
Pentium  chip  processor  in  a  plant 
at  Leixlip,  County  Kildare. 


AMERICA'S  GROWTH 
COMPANIES  CHOOSE 
IRELAND 

Of  America's  most  success- 
ful entrepreneurs,  six  of  - 
the  best  have  chosen 
Ireland  as  the  base  for 
their  companies'  principal 
European  production  and 
software  development  cen- 
ters: Scott  McNealy  of  Sun 
Microsystems,  Bill  Gates  of 
Microsoft,  Michael  Dell  of 
Dell  Computer,  Ted  Waitt  of 
Gateway  2000  and  Robert 
Levine  and  Craig  Benson  of 
Cabletron  Systems. 


A  Message  From  the 
President  of  the  Irelan 
U.S.  Council 

The  Council 
is  delighted 
to  sponsor 
this  supple- 
ment in 
Forbes 
Magazine. 
We  hope  that 
the  strong 
bonds  that 
exist 
between 

Ireland  and  America  will  be 
made  stronger  by  the  develop- 
ment of  business,  trade, 
tourism  and  investment  links 
between  our  two  countries.  Wi 
seek  the  support  of  businesses 
throughout  the  U.S.  in  helping 
to  build  closer  commercial  link 
that  will  surely  enhance  pros- 
perity in  both  countries. 

Mr.  Michael  J.  Roarty 
President  of  the  Council  & 
Executive  Vice  President 

Anheuser-Busch,  Inc. 


ADVERTISEMENT  3 


SLAND-U.S.  TRADE 

erica  is  Ireland's  next-to-largest  cus- 
er — behind  near-neighbor  Britain. 
993,  Irish  exports  to  the  U.S.  were 
th  $2.5  billion,  about  10%  of  Irish 
orts.  But  the  balance  of  trade 
veen  the  two  is  in  America's  favor. 
Emerald  Isle,  proportionate  to  pop- 
ion,  is  one  of  America's  best  cus- 
ers  in  Europe,  buying  about  $2.7 
on  worth  of  goods  stamped  "Made 
tie  USA."  Many  of  these  are  U.S.- 
le  components  that  are  shipped  to 
and,  where  they  are  used  in  the 
lufacture  of  goods  then  sold  in  mar- 
i  throughout  Europe. 
Uan  McCarthy,  chief  executive  of  the 
1  Trade  Board,  notes,  "Ireland  has  a 


strong  and  deserved  reputa- 
tion for  quality  in  America 
as  a  producer  of  the  finest 
giftware,  tabletop  and  craft 
products,  fashion  outerwear, 
knitwear  and  other  tradi- 
tional products.  However, 
by  far  the  largest  and  fastest- 
growing  category  of  goods 
made  in  Ireland  and  sold  in 
America  is  industrial  prod- 
ucts— from  industrial 
machinery  to  computer 
hardware  and  software,  elec- 
tronic components  and  precision- 
engineered  products.  In  turn,  Ireland  is 
happy  to  serve  as  an  effective  gateway  to 
Europe  for  American  business." 

The  Irish  Trade  Board  is  responsible 


Mr.  Alan  McCarthy 
Chief  Executive, 
Irish  Trade  Board 


for  trade  promotion  and 
development.  It  provides  a 
range  of  advisory  services  to 
assist  Irish  exporters  in 
product  design,  marketing 
and  sales,  including  market 
research,  identifying  poten- 
tial agents  or  distributors, 
inviting  buyers  to  visit  com- 
panies in  Ireland  and  orga- 
nizing trade  missions  and 
trade  shows.  The  agency 
maintains  24  offices  world- 
wide and  acts  as  a  liaison  in 
bringing  Irish  products  to  foreign  mar- 
kets. The  North  American  headquar- 
ters of  the  Board  are  located  at  345 
Park  Avenue,  New  York  City. 
Telephone:  1-800-BUY-IRELAND. 


IRELAND  AT  A  GLANCE 

Size  70,882  sq.  km     Population  3,532,000 
THE  IRISH  ECONOMY 
Gross  National  Product  US$41  billion 
Exports  $30  billion  ...  (72%  of  GNP) 
Imports  $25  billion  ...  (61%  of  GNP) 
Trade  surplus  $5  billion  ...  (11%  of  GNP) 

GNP  growth  ...  2.25% 
Growth  in  manufacturing  output ...  7.5% 
Growth  in  manufacturing  exports  ...  6.1% 


WANT  TO  EXPORT  TO  IRELAND? 

The  U.S.  Foreign  Commercial  Service  of  the  U.S.  Department  of 
Commerce  has  a  range  of  services  available  for  U.S.  firms,  partic- 
ularly small  to  medium-size  companies  that  are  new  to  the  export 
business.  These  include  assistance  in  developing  export  markets 
and  strategic  alliances  in  Ireland. 
For  more  information:  U.S.  Foreign  Commercial  Service, 
American  Embassy,  42  Elgin  Road,  Ballsbridge,  Dublin  4,  Ireland. 
Phone:  353  1  660  3208.  Fax:  353  1  668  9946. 


One  of  Ireland's  most  impressive 
business  advantages  isn't  in  Ireland. 


It  takes  you  there. 


We  call  it  Premier  Service  —  the  transatlantic  business  class  that  combines  the  luxury 
and  comfort  of  our  new  A330  aircraft  with  old-fashioned  Irish  hospitality. 

As  Ireland's  own  airline,  Aer  Lingus  also  offers  daily  nonstop  passenger  and 
cargo  services  from  the  U.S.  to  Ireland,  connections  and  fares  from  over  120  U.S. 
cities,  convenient  flight  schedules  and  hassle-free  connections  through  our  Dublin 
hub  to  many  British  destinations,  usually  with  lower  airfares  than  other  carriers. 

For  reservations  or  information,  call  your       jm  m  m 

travel  agent,  corporate  travel  department,  JhMeSb   ^—llgfll  IfSfc 

or  Aer  Lingus  at  1-800-223-6537 

(in  New  York  City,  212-557-1110).  Fly  Ireland  to  Ireland. ..and  beyond. 

Airfare  comparison  based  on  transatlantic  business  class  fares  to  the  U.K. 
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IRISH  TOURISM: 
A  VISITOR'S  PARADISE 

Irish  tourism  has  been  a  considerable 
success  story.  It  is  a  $3  billion  indus- 
try built  on  abundant  natural  advan- 
tages: a  green,  unspoiled  environment 
with  uniquely  beautiful  landscapes,  a 
tradition  of  friendliness  and  hospital- 
ity and  a  distinctive  culture  and  her- 
itage. Lending  a  helping  hand  is  an 
internationally  admired  bent  toward 
creativity  that  has  given  the  world  some  great  literature, 
drama,  music  and  movies.  This  creativity  stretches  from  a 
renowned  folk-music  tradition,  all  the  way  from  Yeats,  Joyce 


Kildare  Hotel  and  Country  Club 

and  Swift  to  Irish  musical  talents  such  as  Van  Morrison,  U2  and 
The  Cranberries. 

America  is  one  of  the  top  markets  for  visitors  to  Ireland.  In 
1994  more  than  400,000  U.S.  tourists  will  have  sampled  the 
eclectic  delights  of  the  Green  and  Misty  Isle.  In  the  process, 
they  will  have  contributed  nearly  one  in  five  of  all  dollars 
spent  in  Ireland  by  overseas  visitors. 

Between  1987  and  1993,  tourist  numbers  and  revenue  grew 
by  56%  and  101%  respectively.  Employment  in  the  industry 


rose  by  48%,  representing  an  additional  29,000 
jobs. 

"Tourism  is  the  economic  sector  that  will  re; 
soonest  to  the  cease-fire  in  Northern  Ireland," 
says  Matt  McNulty,  director  general  of  the  Irish 
Tourist  Board.  "The  peace  dividend  will  be  a  wl 
come  addition  to  the  balance  sheet  of  an  indusl 
that  already  displays  a  healthy  bottom  line." 


WHEN  WE  SAY  OPEN,  WE  MEAN  OPEI 
Ireland  has  one  of  the  most  open  economies  on  earth. 
Foreign  trade  (imports  and  exports)  is  equivalent  to  133 
of  Gross  National  Product. 


Beara  Peninsula,  County  Cork 


IRELAND'S  TOURISM  INDUSTRY:  AP 
EXCELLENT  INVESTMENT  OPPORTUNIj 

The  Irish  Tourist  Board  is  keen  to  emphasizi 
investment  opportunities  in  Ireland's  tourisri 
industry.  Matt  McNulty  says,  "What  we  are 
seeking  to  do  in  Ireland  is  develop  sustainab 
tourism,  defined  in  three  key  ways:  sustain- 
able in  business  terms  for  the  investor,  sus- 
tainable in  terms  of  foreign  earnings  and 
employment  for  our  national  goals,  and  sus- 
tainable with  our  environment,  our  people  a 
their  culture." 

The  plan  is  succeeding  and  investors  are  lis 
tening.  Many  American  corporations  have 
invested  in  Ireland's  tourism  sector  and  many 
more  are  joining  in.  Most  recently  Hilton  Hote 
announced  plans  for  a  major  new  hotel  facility 
the  center  of  Belfast  at  a  cost  of  $25  million. 
One  of  the  largest  planned  investment  projects 
in  the  sector  is  earmarked  for  Dublin.  Ogden 
Corporation,  a  $1.7  billion  New  York-based  coij 
pany,  is  to  spend  $532  million  on  an  integrated 
sports,  leisure  and  conference  center  in  Irelant 
capital  city. 

The  Irish  government  and  the  Irish  Tourist 
Board,  working  with  the  European  Union  and 
other  agencies  such  as  the  International  Fund 
Ireland,  have  created  a  range  of  supports  for  tlj 
tourist  industry.  These  include  access  to  long- 
term,  fixed-rate  capital  for  qualifying  invest- 
ments through  the  European 
Investment  Bank.  Grants  are 
available  for  as- much  as  35% 
of  the  capital  costs  of 
approved  investment  projects. 
"A  new  five-year  program 
begins  this  fall,"  says  McNulty, 
"also  with  support  from  the 
European  Union,  the  Irish 
government  and  the  private 
sector,  which  will  place 
increased  emphasis  on  this 
development  program." 


Mr.  Matt  McNulty  I 
Director  General,! 
Irish  Tourist  Boanl 


THE  DIFFERENCE 
BETWEEN  BEING  BULLISH 
ON  AMERICA  AND  BULLISH 
ON  THE  WORLD 


Last  year,  Merrill  Lynch  was 
responsible  to  more  countries, 
companies  and  individuals,  with 
more  underwriting  and  financial 
advice  in  more  markets  and 
across  more  borders,  than  any 
firm  in  history.  And  more  clients 
trusted  Merrill  Lynch  with  more 
of  their  assets  than  any  other  U.S. 
securities  firm:  over  $540  billion. 


The  economies  of  our  world  are  coming  together. 
Command  economies  are  waning,  capitalism  is  flourishing 
and  strong  regional  trading  alliances  are  being  formed 
that  promise  to  become  stronger  than  the  nations  that 
comprise  them. 

But  as  the  world  grows  closer,  it  also  grows  more  complex. 

So,  too,  has  Merrill  Lynch  evolved.  With  people  and 

capabilities  in  place  throughout  the  world,  we  have  learned 

that  competing  in  the  global  marketplace  requires  more 

than  global  resources— it  requires  global  resourcefulness. 
  I  


Everywhere  we  serve  the  world,  we  bring  people  together 
with  opportunities.  Because  we  know  that  an  investor 
in  Asia  can  profit  from  the  efforts  of  business  people  in 
Brazil  and  vice  versa. 

Our  clients  know  we  are  guided  by  our  principles: 

client  focus,  teamwork,  respect  for  the  individual  and  our 

communities  and,  above  all,  integrity. 

Today,  our  world  is  being  brought  together  not  simply 
by  the  mandate  of  nations,  but  by  the  power  of  individuals 
who  allow  themselves  to  hope  for  a  better  life.  Nothing 
holds  greater  possibility  than  a  world  with  hope  for  its 
own  future. 

Although  the  road  may  not  be  easy  or  quick,  we  believe  we 
can  help  our  clients  achieve  even  greater  success,  in  a 
world  brought  together  by  individuals  with  hope.  We  think 
that  makes  the  difference— all  the  difference  in  the  world. 

The  difference  is  Merrill  Lynch. 


Merrill  Lynch 

A  tradition  of  trust. 
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GIE  TOURS 
INTERNATIONAL: 
IRELAND'S  LEADING 
TOUR  OPERATOR 
FROM  THE  U.S. 

Established  more  than  60  years  ago, 
and  registered  as  a  U.S.  corporation 
in  1968,  CIE  Tours  International 
offers  a  complete  range  of  vacation 
options  to  Ireland  and  Britain.  Its 
renowned  escorted  tours  offer  visitors  a  most  relaxing  way  to 
discover  Ireland — no  worries  about  hotel  accommodations, 
luggage,  meals,  reservations  or  finding  the  right  combination 
of  comfort,  scenic  highlights  and  entertainment.  Everything 
is  arranged  and  supervised  by  GIE's  own  experienced  staff. 

For  visitors  who  prefer  an  independent  vacation,  GIE  Tours 
International  offers  Go-As-You-Please  Fly/Drive  packages,  using 
self-drive  cars  and  accommodations,  either  in  charming  coun- 
try homes  or  hotels,  or  even 


What's  Going  On  In 
Northern  Ireland 

The  peace  process 
under  way  in  Northern 
Ireland  is  very  good 
news  for  the  province 
and  for  Ireland  as  a 
whole.  However,  the 
economy  in  Northern 
Ireland  has  been 
undergoing  a  dramatic 
renewal  in  recent  years 
on  the  back  of  strong 
economic  growth, 
spurred  in  part  by  new 
investment  projects 
arriving  from  many 
parts  of  the  globe, 
including  the  U.S. 

There  are  now  more 
than  40  industrial  ven- 
tures sponsored  by 
American  corporations 
in  Northern  Ireland, 
which  employ  about 
10,000  people. 
Du  Pont,  Ford  Motor 
Company,  Fruit  of  the 
Loom,  Hughes  Tool  and 
NYNEX  are  among  the 
many  blue-chip 
American  companies 
that  have  successful 
manufacturing,  soft- 
ware or  service  opera- 
tions in  the  province. 

For  further  informa- 
tion, call  the  Industrial 
Development  Board  for 
Northern  Ireland  at 
(708)  945-2770. 


luxury  castles.  Visitors  are 


advised  to  see  their  travel  agent  and  ask  for  a  GIE  Tou 
brochure,  which  clearly  outlines  the  range  of  options 
available. 

There  are  many  benefits  to  booking  a  vacation  with 
Tours  International.  It  is  the  largest  single  buyer  of  hoi 
accommodation,  car  rentals,  day-visitor  attractions  and 
entertainment  features  in  Ireland.  Also,  its  parent  com) 
operates  all  bus  and  train  public  transportation  in  Irelai 
For  the  visitor  who  wants  to  feel  secure  while  having  a 
time,  GIE  Tours  International  offers  a  better  way  to  go 

The  U.S.  headquarters  for  GIE  Tours,  in  Cedar  Knolls, 
is  staffed  by  a  team  of  profes- 
sionals who  know  Ireland  and 
Britain  in  detail.  State-of-the- 
art  computer  and  telecommuni- 
cations systems  allow  for  per- 
sonalized care  combined  with 
efficient  processing  of  all  reser- 
vations. For  more  information, 
call  your  travel  agent  or  CIE 
Tours  International  at  1-800- 
CTE-TOUR  or  (201)  292-3899. 


Mr.  Brian  Stack,  CEO, 
CIE  Tours  International  Incl 


New  Jersey  health-care-products  manufacturer  C.R. 
operates  a  plant  in  County  Galway,  Ireland. 


Bard 


ANYONE  FOR 
PHARMACELITIGALSrl 

Today,  16  of  the  top  20  largest 
pharmaceutical  companies  in  til 
world,  most  of  them  American, [ 
have  large-scale  manufacturing 
plants  in  the  Emerald  Isle.  As 
result,  Ireland  is  the  world's  teil 
largest  exporter  of  pharmaceuti| 
cals  and  chemicals. 


IRELAND'S  RAILROADS:  AMERICAN  HARDWARE 
UPGRADES  AN  INVALUABLE  ECONOMIC  ASSET 

Ireland's  railroad  system  is  getting  a  major  capital  infusion  as  part  of  an  ambitious  invesil 
ment  program  totalling  almost  $500  million.  Irish  Rail,  the  state  company  charged  withf 
managing  this  important  economic  asset,  has  directed  much  of  the  investment  to  upgracl 
the  main  lines  in  the  country,  bringing  Ireland's  two  major  cities,  Dublin  and  Cork,  to  wil 
90  minutes  of  each  other,  and  Dublin  and  Belfast  to  little  more  than  60  minutes.  Americl 
companies  have  featured  prominently  in  this  reinvestment  program,  which  includes  a  n«j 
generation  of  locomotives  just  imported  from  the  U.S.  and  made  by  General  Electric. 

Apart  from  the  convenience  to  passengers,  the  aim  is  to  bring  down  the  cost  of  freigh  | 
reducing  journey  times.  "This  is  an  effort  to  overcome  our  peripherality,"  says  David 
Walters,  Irish  Rail's  managing  director.  "Railroad  investment  is  long-term,"  he  continues! 
"benefiting  five  generations  of  people.  Railroads  are  less  expensive  and  infinitely  eleane:[ 
than  conventional  surface  highways,  in  which  Ireland  has  already  invested  heavily." 

The  new  multipurpose  GE  locomotives,  recently  delivered  to  Irish  Rail,  are  diesel-pov| 
ered.  An  ultimate  objective  for  Irish  Rail  is  to  be  part  of  a  high-speed  European  railway 
work.  Three  of  the  30  routes  on  the  high-speed  European  network  have  been  designatet| 
Ireland:  Dublin  to  Belfast,  Dublin  to  Cork,  and  Dublin  to  Waterford. 

For  geographical  and  historical  reasons,  Ireland  uses  the  railways  for  freight  transport! 
more  regularly  than  other  European  countries.  Irish  Rail  carries  17%  of  all  freight  travel! 
more  than  150  km.  The  railways  in  Ireland  have  always  been  innovative  in  the  freight  b| 
ness.  Ireland  was  the  first  European  country  to  develop  the  liner  train  concept. 


Here's  One  Sure  Sign  That 
reland  Is  Open  For  Business. 


A, 


merican  companies  are  discovering  that  Ireland  is  more  than  just  a  land  of 
tradition.  It's  also  a  land  of  opportunity. 

Anheuser-Busch  is  a  prime  example.  Since  Budweiser  was  introduced  in  1986, 
it  has  become  the  number  one  lager  beer  in  Dublin,  and  the  number  two  lager 
beer  in  all  of  Ireland. 

Results  like  that  take  more  than  just  a  great  product;  they  also  require  a 
promising  market.  A  market  ready,  to  change  with 
the  times.  That's  why  Budweiser  is  proud  to 
be  the  first  and  only  American  beer  brewed 
on  the  Emerald  Isle. 

And  hopefully,  a  sign  of  many  more 
successes  to  follow. 


Budweiser 


©  1994  ANHEUSER-BUSCH,  INC  •  BUDWEISER  •  KING  OF  BEERS®  •  ST.  LOUIS,  MO 
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IRELAND'S  NATIONAL 
TREASURY  MANAGEMENT 
AGENCY 

The  National  Treasury  Management 
Agency  borrows  on  behalf  of  the 
Irish  government  and  manages 
Ireland's  national  debt.  The  agency 
was  formed  nearly  four  years-ago 
and  operates  from  headquarters  in 
Dublin.  Since 


conditions  may  prevail.  Liability  management  in  foreign  cur 
rencies  has  also  been  actively  pursued  by  the  agency  in  light 
trends  in  interest  and  exchange  rates. 

Ireland's  long-term  credit  ratings  were  recently  upgraded  b 
the  international  rating  agencies,  Moody's  (to  Aa2)  and  the 
Japan  Bond  Research  Institute  (to  AA+).  Also,  Standard  & 
Poor's  has  revised  its  rating  outlook  for  Ireland  from  stable  to 
positive  (AA-). 

Ireland  continues  to  have  the  top  AAA  credit  rating  from 
both  Moody's  and  Standard  &  Poor's  for  Irish  pound  bonds  ani 
the  top  A1+  and  PI  ratings  for  short-term  foreign  debt. 


Non- 
Resident 
Holdings 
Of  Irish 
Pound 
Bonds 


its  establish- 
ment, significant  progress  has  been  made  by 
the  agency  in  imposing  a  tightly  managed 
structure  on  Ireland's  borrowing  and  financ- 
ing procedures. 

One  of  the  agency's  key  objectives  is  to 
ensure  that  the  funding  needs  of  the  govern- 
ment can  always  be  readily  met.  Funds  are 
needed  to  refinance  maturing  debt  and  to 
meet  the  government's  annual  borrowing 
requirement.  In  addition,  the  agency  main- 
tains an  active  role  in  the  management  of 
Ireland's  debt.  Results  have  been  spectacular: 
In  the  three  full  years  of  the  agency's  opera- 
tions, close  to  SI  billion  worth  of  savings  were 
made  on  the  debt-servicing  budget. 

Last  year  saw  the  abolition  of  exchange 
controls  for  Irish  investors,  who  now  are 
not  confined  in  any  way  to  the  Irish  pound 
bond  or  equity  markets.  Thus,  these  investors  have  numerous 
other  markets  open  to  them.  The  Irish  pound  bond  market, 
therefore,  must  be  attractive  by  international  standards  if  it  is 
to  compete  successfully  for  capital  both  within  Ireland  and 
overseas.  Watching  an  intense  competition  for  funds  caused  by 
the  increased  global  appetite  for  capital,  the  agency  has  intro- 
duced further  changes  in  the  Irish  pound  bond  market  to 
increase  its  liquidity  and  attractiveness  to  investors. 

On  the  foreign  currency  front,  the  agency  issues  debt 
through  public  bond  transactions,  private  placements,  medium- 
term  notes  and  commercial  paper  on  fine  terms  in  a  variety  of 
currencies.  Most  of  the  agency's  funding  is  done  on  the  major 
capital  markets,  often  including  the  Yankee,  U.S.  commercial 
paper  and  medium-term  note  markets.  Funding  is  also  carried 


out  occasionally  in  regional  markets,  where  favorable  pricing        353  1  676  6661. 


CORPORATE  TREASURERS, 
PLEASE  NOTE 

Overseas-owned  companies  with  opera 
tions  in  Ireland  can  invest  in  tax-exempt 
securities  known  as  Section  69  Notes. 
These  are  issued  in  a  range  of  currenciei 
(including  U.S.  dollars)  and  have  maturi] 
ties  ranging  from  seven  days  upwards. 
These  tax-free  government  securities  ge: 
erate  competitive  rates  of  interest  and 
offer  the  corporate  treasurer  wide  flexib 
ity  in  short-term  asset  management. 

IRISH  POUND  BONDS  ARE 
GETTING  POPULAR  WITH 
AMERICANS 

Investment  in  the  Irish  pound  bond 
market  has  grown  substantially  in  the 
past  few  years,  with  nearly  30%  of  the  holdings  now  owned 
by  investors  outside  Ireland,  principally  in  the  U.S.  and  in 
Europe. 

In  the  past  year,  Irish  pound  bonds  were  included  in  the 
Merrill  Lynch  Global  Government  Bond 
Index  II,  the  fifth  index  to  include  the 
bonds.  JP  Morgan  also  recently  decided 
to  publish  a  daily  Irish  Pound  Bond 
Index  and  to  include  Ireland  in  a  new 
global  government  bond  index. 

For  further  information  on  these 
products,  contact  the  National 
Treasury  Management  Agency  by 
calling  353  1  676  2266  or  faxing 


ftom 

In:  I 


Dr.  Michael  Somers 
Chief  Executive, 
National  Treasury 
Management  Agency 


THE  IRELAND-UNITED  STATES  COUNCIL 
FOR  COMMERCE  &  INDUSTRY,  INC. 

The  Ireland-United  States  Council  was  founded  in  1963.  Its 
principal  objective  is  to  encourage  the  development  of  closer  eco- 
nomic, business  and  commercial  links  between  Ireland  and  the 
United  States.  It  pursues  this  aim  principally  by  assisting  in  the 
exchange  of  economic  and  business  information  between  the  two 
countries.  Through  its  various  membership  activities,  the  council 
provides  a  platform  for  representatives  from  business  and  govern- 
ment and  for  other  key  policymakers  from  both  countries  to  meet 
and  communicate. 

The  council  is  a  nonprofit  organization  whose  membership 
ranks  are  comprised  of  executives  in  American  business 
corporations — industrialists,  merchants  and  bankers.  The 
council  also  draws  membership  support  from  representatives 
of  the  legal,  accounting  and  engineering  professions.  The 


council  is  a  national  organization  with  headquarters  in  New 
York  City. 

The  council  sponsors  a  variety  of  programs  and  activities 
during  the  course  of  each  year,  aimed  at  building  the  business 
bonds  between  both  countries,  including  a  student  scholarship 
program,  a  newsletter  and  .publications  series,  an  annual  trip  to 
Ireland,  luncheon  speaker  programs,  seminars  and  conferences, 
and  visits  by  leaders  of  business,  industry  and  government  from 
both  countries. 

Annual  dues  are  $450  for  individuals  and  S2,000  corporate 
Membership  benefits,  involving  participation  in  all  council 
activities,  also  include  several  airline  and  travel  concessions 
designed  to  facilitate  trips  to  the  Emerald  Isle. 

New  members  are  welcome.  For  information,  contact: 
The  Ireland-U.S.  Council  for  Commerce  and  Industry,  460  Pa 
Avenue.  New  York.  NT  10022.  Telephone:  (212)  921-1414. 
Fax: (212)  730-2232. 
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TRAVELING  TO  IRELAND 

Aer  Lingus  operates  all-widebody  daily  service  between  Ireland  and  the  U.S.  from 
Dublin  and  Shannon  to  New  York  and  Boston.  In  1994  Aer  Lingus  unveiled  its 
brand-new  Airbus  A330  fleet  (the  first  airline  on  the  North  Atlantic  to  feature  this 
new  equipment),  inaugurated  transatlantic  air  service  between  New  York  and 
Dublin,  and  introduced  U.S.  immigration  pre-clearance  facilities  at  Dublin  (Ireland 
is  the  only  European  country  to  feature  such  immigration  facilities — they  are  also 
available  at  Shannon  Airport). 

Using  Dublin  as  a  hub,  Aer  Lingus  now  offers  service  from  the  U.S.  to  the  U.K. 
regional  airports  of  Leeds/Bradford,  East  Midlands,  Bristol,  Newcastle  and  Edinburgh 
in  less  than  nine  hours.  This  is  the  shortest  subsonic  flying  time  to  these  destina- 
tions. As  well  as  restoring  the  air- 
line's competitive  edge  on  the  North 
Atlantic,  these  initiatives  will  open 
new  markets  and  opportunities 
between  the  U.S.  and  Ireland. 

Contoured  seat  headrests,  liquid- 
crystal-display  video  screens  and  a 
2-4-2  seating  configuration  in  econ- 
omy class  add  greatly  to  the  inflight 
experience.  In  Premier  Service  busi- 
ness class,  passengers  can  relax  in 
sleeperette  seats  with  full  legrests  and  a  seat  pitch  of  52",  with  individual  armrest  video 
screens  bringing  the  latest  in  entertainment  technology  to  the  Aer  Lingus  fleet. 

In  addition  to  its  upgraded  passenger  services,  Aer  Lingus  offers  a  sophisticated 
and  competitive  cargo  handling  service,  which  last  year  generated  more  than  $60 
million  in  revenue.  With  at  least  20%  of  international  trade  moving  by  air,  the  air- 
line continues  to  be  a  key  contributor  to  the  growing  success  of  Ireland's 
international  trade. 

Jim  Dunne,  former  senior  finance  editor  with  The  Irish  Times,  contributed  to  this  report. 


Aer  Lingus'  new  transatlantic  fleet  includes  new  Airbus  A330s. 


Schering-Plough  recognizes 
the  competitive  advantage  of 
doing  business  in  Ireland  and  is 
a  dedicated  partner  in  the  country's 
economic  growth.  Our  state-of-the-art 
facilities  in  Brinny  and  Rathdrum  — 
staffed  by  a  highly  skilled  Irish 
workforce  —  enable  us  to  meet  a 
growing  worldwide  demand  for 
life-enhancing,  cost-effective 
pharmaceuticals. 


€0)  Schering-Plough 


Having  grabbed  market  share  from  Boeing  in  smaller  jet  airliners, 
Europe's  Airbus  is  now  preparing  to  attack  Boeing's  monopoly  in  the  top  end 
of  the  long-range  widebody  jet  airliner.  How  will  the  champ  defend  itself? 

Superjumbo 


By  Howard  Banks 

Pity  passenger  number  570.  Some- 
time early  next  century  he  or  she  will 
have  sat  for  hours  in  the  middle  of  the 
upper  deck  on  one  of  Airbus  Indus 
trie's  upcoming  monster  jet  airliners. 
After  landing  it  will  take  at  least  30 
minutes  just  to  get  off  the  plane,  let 
alone  get  through  immigration  and 
reclaim  baggage. 

Grit  your  teeth.  These  superjumbo 
Airbuses,  one-third  larger  than  the 
latest  Boeing  747-400  Jumbo,  are 


coming.  They  will  pose  a  challenge 
not  only  to  long-suffering  travelers 
but  to  mighty  Boeing  Co.  as  well. 

In  its  cockiest  move  against  Boeing 
yet,  Airbus  announced  at  last  month's 
international  air  show  in  Farnbor- 
ough,  England  that  it  is  about  to 
hawk  to  the  world's  airlines  its  pro- 
posal to  develop  a  new  giant  airliner, 
for  now  dubbed  Project  A3XX.  The 
first  versions  of  this  four-engine,  dou- 
ble-decker plane  will  be  able  to  carry 


570  passengers  (in  three  classes),  plus 
freight,  up  to  8,400  miles.  Operating 
costs,  say  Airbus'  salesmen,  will  be 
about  20%  lower  than  for  a  Boeing 
747-400.  Sales  price:  around  $200 
million  (in  1994  dollars)  a  copy. 

In  throwing  down  the  A3XX 
gauntlet,  Airbus  is  challenging 
Boeing's  last  and  most  valuable  mo- 
nopoly market.  Since  1966,  when  Bill 
Allen  of  Boeing  and  Juan  Trippe  of 
Pan     American     World  Airways 
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he  real  reason  many  CEOs  are  unavailable  for  comment. 


ihese  days,  more  and  more  chief  exec- 
ltives  can't  be  reached  because  they're 
)ehind  closed  doors. 

The  doors  of  the  1995  Range  Rover 
bounty  LWB,  to  be  exact. 

Because  with  its  permanent  four- 
yheel  drive  and  4.2  liter  V-8  engine,  the 
lange  Rover  County  LWB  can  easily 
ake  people  places  even  cellular  phones 
an't  reach. 

Not  to  mention  lesser  4x4s. 


And,  in  addition  to  such  confidence- 
inspiring  features  as  electronic  traction 
control  and  anti-lock  brakes,  it's  the 
first  4x4  to  offer  dual  airbags,  to  better 


RANGE  ROVER 


protect  the  corporate  assets. 

This  Range  Rover  also  boasts  a  com- 
pletely redesigned  and  reengineered 
interior,  offering  a  level  of  comfort  and 
polish  impressive  even  to  owners  of 
earlier  Range  Rovers. 

Even  at  just  under  853,000*  many 
consider  it  quite  a  value.  So  why  not  call 
1-800-F1NE  4WD  for  a  dealer  near  you? 

And  start  climbing  something  besides 
the  corporate  ladder. 


Civil  air  wars 


launched  the  747  Jumbo,  Boeing  has 
had  the  top  end  of  the  long-range 
widebody  jet  airliner  market  to  itself. 

It  has  been  an  extraordinarily  prof- 
itable niche.  Boeing  has  for  years 
made  an  operating  profit  estimated  at 
around  $30  million  on  each  747  it 
makes;  to  date  1 ,034  have  been  deliv- 
ered and  another  121  are  on  order. 
The  current  747,  the  420-seat  747- 
400  that  sells  for  roughly  $150  mil- 
lion a  copy,  is  no  longer  Boeing's 
highest-margin  aircraft  (that  honor 
currently  goes  to  the  218-seat,  $100 
million  each  767-300  long-range 
twin).  But  looking  ahead,  both  Air- 
bus and  Boeing  expect  large  planes  to 
be  very  big  business.  Airbus  expects 
airliners  of 747-400  size  and  above  to 
account  for  almost  40%  of  the  $1 
trillion  (in  1994  dollars)  in  total  antic- 
ipated sales  of  jetliners  by  201 1 . 

Jean  Picrson,  the  ebullient  French- 
man who  heads  Airbus  Industrie, 


TOP:  Boeing's  new  777  on  test; 
BOTTOM:  747  final  assembly, 
Everett,  Wash. 
Big  planes  like  these 
will  dominate  the  market. 


makes  no  secret  of  his  goal:  half  the 
commercial  airliner  market,  up  from 
one-third  today.  Impossible?  Pierson, 
remember,  is  the  guy  who  in  1985 
announced  that  Airbus  would  take  a 
one-third  share  of  the  Western  World 
civil  jet  airliner  market,  up  from  barely 
15%  then.  Pierson  confounded  his 
skeptics  when  he  achieved  his  goal  in 
just  under  a  decade. 

If  Airbus  gets  50%  of  the  market, 
some  share  will  remain  in  the  hands  of 
such  makers  as  McDonnell  Douglas 
and  Fokker — meaning  Airbus  would 
supplant  Boeing,  which  has  been 
number  one  with  a  55%  to  60%  share 
of  the  market  since  the  1970s.  That 
wouldn't  necessarily  make  Boeing  a 


less  profitable  company,  but  it  would 
put  a  sizable  dent  in  the  company's 
spirit. 

Moreover,  predicts  Pierson,  Airbus 
will  get  to  a  50%  market  share  much 
faster  than  it  achieved  the  one -third 
share.  "'Now  we  have  a  much  better 
and  much  broader  product  line,"  he 
avers.  The  A3XX  would  round  out 
that  product  range  to  match  Boeing's 
range  in  every  market  segment  (see 
chart,  p.  184). 

Pierson's  crusade  will  be  expensive, 
however.  Airbus  reckons  the  A3XX 
will  cost  $8  billion  or  so  in  non- 
recurring costs,  from  design  through 
certification,  and  including  invest- 
ment in  new  machine  tools  and  fac- 
tor)' buildings.  Many  in  the  business 
believe  it  will  probably  cost  nearer 
$  1 0  billion — and  perhaps  $  1 5  billion, 
including  advances  to  cover  working 
capital. 

Big  question:  Can  Airbus  raise  that 
kind  of  money  with  only  strictlv  limit- 
ed government  handouts?  Since  1992 
the  U.S.  and  Europe  have  agreed  to 
limit  government  subsidies  for  big 
civil  aircraft.  Governments  can  pro- 
vide no  more  than  one-third  of  initial 
costs,  and  then  only  as  loans  that  must 
be  repaid.  There  are  also  limits  as  to 
how  much  civilian  "research"  can  be 
paid  for  by  governments. 

So  Airbus  and  its  partners  will  have 
to  raise  at  least  $8.5  billion,  in  addi- 
tion to  government  loans,  to  launch 
the  A3XX.  Not  an  easy  task.  Airbus 
insiders  hope  that  as  much  as  70%  of 
the  nongovernment  money  needed 
could  come  from  internal  cash  flow, 
implying  a  development  program 
spread  out  over  several  years.  The  rest 
would  have  to  be  raised  in  the  private 
capital  markets. 
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zorrosion  in  the  iron  pipes  running  beneath 
her,  she  stood  for  a  towering  repair  cost. 

But  by  using  an  amazing  innovation  called 
Driscopipe?  created  by  Phillips  Petroleum, 
replacing  the  existing  pipes  was  unnecessary 
<\nd  a  job  that  was  estimated  to  cost  $17 


millioii  was  reduced  to  only  $600,000. 

You  see,  while  the  Statue  of  Liberty  stands 
for  the  promise  of  a  better  way  of  life,  its 
ideas  like  Driscopipe  that  help  make  dreams 
come  true  by  letting  communities  apply  their 
money  to  better  uses.  And  to  us,  that's  what  it 
means  to  be  the  performance  company.  flM* 
PHILLIPS  PETROLEUM  COMPANY 


Shes  made  of  iron,  steel  a 
Ve  sav^d  her  millions  beca 
made  of  money 


copper, 
e  she  isn't 


Hi  I 


Civil  air  wars 


Aiming  at  jumbo 

Seats 
600 

O  Boeing 
Q  Airbus 

500 


400 


300 


200 


100 


\  A3XX  V 


767  family 


1 777 


*  Proposed 
777  stretch 


A320  family 


2,000 


4,000  6,000 

Range  in  statute  miles 


8,000 


■ 

10,000 


12,000 


Airbus'  A3XX  will  be  the  biggest  challenger  yet  to  the  Boeing  747's 
30-year  reign  as  king  of  the  airliner  market. 


The  A3XX,  and  the  fundraising  it 
will  involve,  will  accelerate  long  antic- 
ipated changes  in  Airbus  Industrie's 
peculiar  corporate  structure  (see  box). 
Moreover,  launching  the  A3XX  will 
encourage  other  corporate  changes  at 
Airbus.  Intriguing  case  in  point:  At 
Farnborough,  Pierson  revealed  that 
Airbus  was  bidding  to  get  into  the 
military  aircraft  business,  too.  He  has 
set  his  sights  on  manufacturing  what 
is  called  the  Future  Large  Aircraft 
(FLA),  a  possible  European  military 


transport  plane  intended  to  rival 
Lockheed's  venerable  C-130  Hercu- 
les. This  could,  of  course,  provide  a 
way  for  European  governments  to  put 
money  into  Airbus  without  breaching 
the  subsidy  accord  with  the  U.S.  It 
would  be  hard  for  the  U.S.  to  com- 
plain much  about  such  a  move,  since 
Boeing  and  McDonnell  Douglas  re- 
ceive billions  each  year  in  Pentagon 
and  NASA  contracts. 

Boeing's  reaction  to  the  upcoming 
A3XX  will  involve  a  decision  just  as 


crucial  in  its  way  as  when  Bill  Allen  bet 
the  company  on  the  747  thirty  years 
ago.  The  decision  will  fall  on  the 
relatively  young  shoulders  of  Philip 
M.  Condit.  Now  president  of  the 
Boeing  Co.,  Condit  is  expected  to  | 
succeed  Frank  Shrontz  as  chief  execu- 
tive, probably  at  the  end  of  this  year, 
and  become  chairman  when  Shrontz 
retires  by  1997. 

Though  he's  only  53,  Condit  is 
battle  hardened.  Years  back  he  was 
part  of  the  group  that  convinced  the 
board  not  to  cancel  the  737  when  that 
plane  was  going  through  a  lengthy 
order  famine.  More  recently  he  was 
instrumental  in  launching  the  777 — 
his  decision,  with  Shrontz's  support. 

Condit  doesn't  underestimate  Air- 
bus. Nor  does  he  doubt  Pierson's 
resolve  to  carry  through  the  A3XX. 
But  Condit  does  question  whether 
the  market  for  the  A3XX  plane  is 
big  enough  to  warrant  a  $15  billion 
investment. 

"There  are  a  lot  of  forces  in  the 
[airline]  market  right  now,"  says 
Condit.  "If  there  isn't  enough  market 
to  justify  one  [superjumbo]  program, 
then  I  have  to  wonder  why  [Airbus] 
would  do  it.  And  certainly  you  would 
not  want  to  do  two  programs  in  these 
circumstances." 

What  does  he  think  of  Airbus'  pro- 
jection of  a  market  for  1,000  of 
A3XX-size  airliners  over  the  coming 
20  years?  Condit  will  say  only  this:  "It 
took  us  30  years  to  get  to  1 , 1 00  orders 
for  the  747." 

The  long-haul  market  has  changed 
dramatically  over  the  years,  Condit 
notes.  For  example,  the  747  used  to 
be  flown  by  almost  ever)'  airline,  big 
and  small,  on  nearly  every  North  At- 
lantic flight.  But  today  there  are  many 
more  smaller  twins,  like  the  Boeing 


Airbus  grows  up 

As  A  corporate  entity,  $9 
billion  (revenues)  Airbus 
Industrie  is  a  peculiar  ani- 
mal. It  has  four  sharehold- 
ers. Two  are  private: 
Deutsche  Aerospace  Air- 
bus, a  subsidiary  of  Daim- 
ler-Benz (with  37.9%),  and 
British  Aerospace  (20%). 


Two  are  state-owned  but 
slated  at  some  point  to  be 
privatized:  Aerospatiale  of 
France  (37.9%)  and  casa 
of  Spain  (4.2%). 

Airbus  was  created  in 
1970  as  a  Groupcment 
d'Interet  Economique,  a 
setup  that  requires  it  to 
publish  no  accounts,  to 
pay  no  taxes,  and  which  hid 
huge  government  subsi- 


dies. But  now  Airbus  is 
making  money — this  year 
it  will  refund  to  its  four 
shareholders  around  $1 
billion  in  development 
loans. 

The  need  to  raise  per- 
haps $15  billion  to  launch 
the  A3  XX  (see  story) 
should  accelerate  plans  to 
convert  Airbus  into  a  nor- 
mal corporation,  a  move  fa 


vored  by  Airbus'  German 
and  British  partners.  That 
would  allow  Airbus  to 
add  new  shareholders,  such 
as  Alenia  of  Italy.  Other 
potential  shareholders  in- 
clude fledgling  plane- 
makers  in  Japan,  Taiwan 
and  China — all  of  which 
are  also  being  courted 
by  Boeing. 
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.ongratulations. 


U  VE  JUST  BECOME  THE  PROUD 


'ARENTS 

of  a  beautiful 


Year  Old 


Man. 


Just  as  your  parents  may  someday  become  your 
responsibility,  your  own  children  may  someday 
become  responsible  for  you.  As  the  leader  in  disability 
insurance,  we  can  help  make  a  potentially  difficult 
situation  easier.  We  off er  long  term  care  coverage 
that  works  as  a  natural  extension  of  short  and  long 
term  disability  insurance,  to  help  protect  a  lifetime 
of  savings  even  after  retirement  and  allow  people  to 
remain  independent.  And  our  policies  go  beyond  the 
typical,  even  compensating  family  members  and 
friends  to  care  for  their  loved  ones  at  home.  Its  simple. 
By  continually  looking  toward  the  future,  we  can  help 
you  be  prepared  when  it  arrives.  For 
more  information  about  the  Unum 
family  of  companies,  call your  broker. 

Unum 

Here's  to  a  long  life.  We  see  farther. 
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Civil  air  wars 

RIGHT: 

Jean  Pierson, 
head  of 

Airbus  Industrie 
Et,  maintenant, 
my  goal  is  half 
the  market. 


BELOW: 

Philip  Condit, 
president 
of  Boeing 
Making  things 
as  difficult 
as  possible 
for  Airbus. 


767  or  Airbus  A330,  flying  these 
routes  than  747s.  Airlines  today  pre- 
fer to  fly  direct — Cincinnati  to  Zu- 
rich, say,  or  Detroit  to  Amsterdam— 
to  avoid  the  slot  congestion  and  cost 
of  such  major  hubs  as  New  York's 
Kennedy  airport,  London's  Heath- 
row, Paris'  Charles  de  Gaulle  or 
Frankfurt. 

Asia  is  an  obvious  potential  market 
for  a  superjumbo.  But  will  Asia  go  the 
same  way  as  Europe  and  the  U.S., 
with  more  point-to-point  flights  in- 
volving smaller  aircraft?  Good  multi- 


billion-dollar  question. 

Right  now  only  two  airlines  are 
openly  lobbying  for  giant  planes:  Brit- 
ish Airways  and  Singapore  Air  Lines. 
Both  are  loyal  Boeing  customers,  but 
they  might  well  switch  if  Airbus  builds 
what  they  want  and  Boeing  doesn't. 
Another  uncomfortable  fact  for 
Boeing:  The  Europeans  typically  are 
prepared  to  launch  first  and  then,  with 
a  real  plane  on  offer,  wait  for  the 
market  to  develop.  Airbus  seems  set 
on  following  this  launch-first  pattern 
with  the  A3 XX. 

Complicating  Condit's  decision  is 
the  fact  that  Boeing  is  already  invest- 
ing money  hand  over  fist:  around 
$2.5  billion  on  upgrading  its  737 
family  of  short-haul  jets,  on  top  of  $6- 
billion-plus  to  launch  the  300-seat 
long-range  777.  This  latter  program 
will  likely  not  get  into  the  black  until 
the  late  1990s,  when  the  proposed 
longest-range  "C"  version  should  be 
available.  To  raise  still  another  $15 
billion  to  build  an  all-new  replace- 
ment for  the  747  would  stretch  even 
Boeing's  mighty  balance  sheet 
pretty  thin. 

An  alternative  idea  in  Seattle  for 
combatting  Airbus  involves  an  exten- 
sive redesign  of  the  747,  costing  may- 
be $3  billion  and  involving  a  new, 
more  efficient  wing.  The  combina- 


tion of  a  more  modern  structural  de- 
sign and  the  digital  manufacturing 
technology  used  on  the  all-new  777 
would  cut  manufacturing  costs  and  so 
reduce  an  update's  selling  price.  Such 
a  plane  could  carry  up  to  520  passen- 
gers nearly  9,000  miles,  making  it 
reasonably  competitive  with  the  all- 
new  A3XX  but  at  a  significantly  lower 
selling  price. 

In  recent  years  Airbus  has  led  most 
market  moves — and  gained  market 
share  as  Boeing  has  waited  until  it  had 
absolutely  no  choice  but  to  update  or 
launch  a  competing  program.  Exam- 
ple: Boeing  only  decided  to  upgrade 
the  highly  successful  737-300  family 
(after  close  to  1,800  had  been  sold) 
when  two  things  happened:  North- 
west and  United  decided  the  Airbus 
A320  was  technically  superior  and 
chose  it  over  the  Boeing  737,  and 
Southwest's  Herb  Kelleher  said  he 
needed  a  new  version. 

For  now  Phil  Condit  seems  content 
to  watch  his  rival  closely  but  remain 
disengaged  from  actual  combat  over 
the  superjumbo.  "It's  a  long-term 
game  that's  played  in  the  [airliner] 
marketplace,"  he  says.  "I've  felt  for  a 
long  time  that  Airbus  is  a  very  efficient 
competitor.  But  so  are  we.  And  I  am 
committed  to  making  things  as  diffi- 
cult for  them  as  possible."  H 
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nies  arc  gaining  a  competitive 
advantage  domestically  and  interna- 
tionally— and  while  improving  their 
bottom  line,  they  are  also  helping 
to  improve  the  environment. 

To  help  increase  the  availabili- 
ty and  market  penetration  of  ener- 
gy-efficient technologies  as  a 
means  to  prevent  pollution,  the 
Environmental  Protection  Agency 
(EPA)  launched  a  series  of  volun- 
tary, profit-based 
programs.  The 
Energy  Star  pro- 
grams, which 
include  initiatives 
such  as  Green 
Lights,  Energy  Star 
Buildings  and 
Energy  Star 
Computers,  were 
designed  as  a 
package  of  initia- 
tives by  the  EPA 
to  encourage  the 
widespread,  vol- 
untary use  of 
energy-efficient 
technologies  that 
at  once  enhance 
the  workplace, 
improve  corpo- 
rate perfor- 
mance and  pre- 
vent pollution. 

One  simple 
step  your  com- 
pany can  take 
today  is  to 
institute  an 

u. 

Energy  Star 
purchasing 
policy. 
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Purchasing  Energy  Star  Computers: 
A  Competitive  Advantage 

Simply  by  powering  down  when 
not  in  use,  Energy  Star  computers, 
monitors  and  printers  consume 
50%  to  75%  less  electricity— with- 
out sacrificing  performance. 
By  translating  a  technology 


Advertisement  2 

originally  developed  for  laptops 
into  a  desktop  system,  manufac- 
turers are  responding  to  demand 
for  equipment  that  is  more  reli- 
able, costs  less  to  run  and  helps 
companies  be  more  responsible  to 
the  environment.  Manufacturers 
representing  over  85%  of  U.S.  mar- 
ket sales  for  computers  and  print- 


"It's  really  a  no-brainer  once 
you  consider  the  benefits.  At 
first  people  were  concerned 
about  a  number  of  issues, 
including  network  capability. 
But  we  tested  a  few  and  then 
wrote  the  specification.  I 
haven 't  heard  of  any  prob- 
lems -they  work  great." 

-Kristopher  Anderson 
Facilities  Manager 
Bath  Iron  Works 


ers  are  now  offering  products 
bearing  the  Energy  Star  label.  As  a 
result  of  this  voluntary  partner- 
ship with  the  EPA,  there  are  over 
2,000  products  available  that  meet 
Energy  Star  specifications  at  no 
extra  cost. 

Why  the  EPA? 

Energy  Star  Computers  is  a  volun- 
tary partnership  with  the  comput- 
er industry  to  promote  the  intro- 
duction of  energy-efficient  person- 
al computers,  monitors  and  print- 
ers. This  program  aims  to  help 
combat  smog,  acid  rain  and  global 


Energy  &  Pollution 


warming  by  reducing  energy  con- 
sumption, thereby  lowering  emis- 
sions from  electricity  generation. 
By  using  more  energy-efficient 
equipment  in  our  homes,  offices 
and  factories,  we  can  both 
improve  the  environment  and  savt 
money. 

Potential  Savings 

Because  Energy  Star  equipment  is 
available  at  no  additional  cost, 
energy  savings  drop  right  to  the 
bottom  line.  A  single  Energy  Star 
computer  and  monitor  can  save 
anywhere  from  $7  to  $52  per  yea< 
in  electricity  bills. 

The  savings  add  up  quickly.  In 
an  office  where  one-third  of  the 
computers  are  left  on  all  the  time] 
purchasing  1,000  Energy  Star  PCsi 
and  monitors  instead  of  non-effi- 
cient equipment  could  save 
$24,000  per  year  in  electricity 
costs.  In  addition,  Energy  Star 
equipment  generates  less  heat. 
Cooling  loads  can  be  reduced 
25%  simply  by  replacing  outdated 
equipment  with  Energy  Star  com- 
puters, monitors  and  printers. 

Increased  Reliability 

Energy  Star  equipment  also 
reduces  the  risk  of  costly  comput- 
er failure.  Power-managed  Energy 
Star  equipment  reduces  wear  and 
tear,  resulting  in  its  extended  life 
and  increased  reliability.  In  a 
study  conducted  by  Dataquest  in 
1993,  non-Energy  Star  equipment 
that  was  left  on  24  hours  per  day 
lasted  only  2  years  before  failure. 
However,  Energy  Star  computers 
that  sleep  during  the  day  and  are 
turned  off  at  night  last  almost  10 
times  as  long. 
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Uses 


Every  day  power  plants  commonly  burn  coal,  oil  and  gas  to  generate  electricity  for 
all  of  your  electrical  needs.  Burning  these  fossil  fuels  produces  an  instantaneous 
supply  of  electricity,  but  it  also  generates  air  pollutants,  including  carbon  dioxide, 
sulfur  dioxide  and  nitrogen  oxide,  which  cause  significant  environmental  damage. 

Carbon  dioxide  causes  global  warming,  sulfur  dioxide  causes  acid  rain,  and 
nitrogen  oxide  contributes  to  both  acid  rain  and  smog.  Electricity  generation  also 
produces  traces  of  toxic  metals  including  beryllium,  cadmium,  chromium,  copper, 
manganese,  mercury,  nickel  and  silver. 

Cutting  electricity  usage  can  significantly  lessen  our  impact  on  the  environment. 
In  fact,  just  20  Energy  Star  computers  will  prevent  an  average  of  7.5  tons  of  carbon 
dioxide  from  being  released  into  the  environment  annually— the  equivalent  to 
eliminating  the  pollution  generated  from  one  car  over  an  entire  year. 
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)ur  Line  Of  Energy  Star  Computers 
Is  Branching  Out  At  Compaq 


EFITS  AT  A  GLANCE 


i 

^Jow  you  can  choose  from  an 
;xpanded  selection  of  EPA- 
iinergy  Star  compliant 
:omputer  products  from  a 
;ompany  renowned  for 
naking  high-quality,  highly 
eliable  computers. 

rhis  expanded  selection  gives 
rou  a  greater  choice  of 
eatures,  capabilities,  and 
>rice  ranges  to  meet  the 
nany  different  needs 
>f  your  various  departments. 

When  you  purchase  computers 
rom  Compaq,  you  not 
>nly  buy  "green"  products, 
ou're  buying  from  a  "green" 
:ompany  which  goes  beyond 
ederal,  state  or  local 
egulations  in  reducing 
environmental  risks. 

MPAQ  ENVIRONMENTAL 
DGRAMS  AT  WORK 

inergy  Conservation 
'rograms  (facilities  and 
troducts) 

lattery  Recycling  Program 

"oner  Cartridge  Recycling 
'rogram 

Vaste  Minimizing  Programs 

•lon-CFC  Manufacturing 

'ompany-wide  recycling 
■rograms 


You  'HBnd  our  family  of  Energy  Star-compliant 
products  is  growing  fast  at  Compaq.  All  of  our 
notebookcomputersmeetorexceedEPAEnergy 
Star  standards,  as  do  many  of  our  desktop 
computers  and  monitors.  Soyoucan  confidendy 
choose  from  a  wide  range  of  Compaq products  to 
find just  what  you  need. 


COMPAQ  IS  COMMITTED  TO  A 
CLEANER  ENVIRONMENT 

Our  commitment  to  the 
environment  is  reflected  in 
every  aspect  of  our  business. 
In  addition  to  building  energy 


efficiency  into  our  products, 
we've  also  built  it  into  our 
operations.    Compaq  is  a 
member  of  the  EPA's  Green 
Lights  Program,  a  voluntary 
initiative  aimed  at  installing 


einformation  on  our  expanding  list  of Energy  Star-compliantproducts,  or  on  our  many  different 
mental-protection  programs,  cal!Compaqatl-800-345-1518. 


energy  efficient  lighting  through- 
out all  company  operations,  and 
building  energy  efficiency  into 
the  design  of  new  facilities. 

We're  actively  involved  in 
conservation,  waste  minimiza- 
tion, and  recycling  programs  at 
our  facilities.  We  also  work 
closely  with  our  customers  in 
recycling  product  consumables 
such  as  batteries  and  toner 
cartridges.  And  we  carefully 
design  our  manufacturing 
procedures  to  minimize  the  use 
of  hazardous  materials. 

In  fact,  Compaq  was  awarded 
the  1993  EPA  Stratospheric 

Ozone  Protection  Award 
for  leadership  and  technical 
achievements  in  eliminating 
ozone-depleting  substances.  We 
received  this  award  because  of 
our  development  and  use  of  No 
Clean  Flux  technology  -  an 
alternative  to  using  chlorofluoro- 
carbons  (CFCs)  -  which  leaves  all 
Compaq  manufacturing  processes 
CFC  free. 

MORE  THAN  "GREEN"  PROD- 
UCTS -  A "GREEN"  COMPANY 

At  Compaq,  our  environmental- 
protection  programs  go  beyond 
federal,  state  or  local  regulations 
in  recognizing  and  reducing 
environmental  risks.  So  when 
you  buy  from  Compaq,  you're 
getting  more  than  "green" 
products.  You're  getting 
products  from  a  "green" 
company. 

COMPAQ. 


Compaq,  registered United States  Patent  and 'Trademark  Office. 
The  Energy  Star  logo  is  a  trademark  ol 'the  United  States  Environmental  Protection  Agency,  anditsuse  with  permission  Signifies participation  in  the  EPA 's  Energy  Star  program  for  computers. 
The  EE 'A,  as  a  matter of policy,  does  not  endorse  any  particular company  or it s  products   <  1  IW4C  ompaa  Computer  Corporatioi   All  rights  reserved. 


bhn  Rooney  collects  baseball  cards, 
comic  books,  you  name  it.  But  recently, 
pn  and  his  classmates  pulled  together 
\  collect  more  old  cans  and  bottles  than 
jiy  other  class  in  school.  There's  no  prize 
I  winning,  yet  John's  class  is  committed 
»  recycling  as  much  as  they  can.  Because 
ey  know  that  together,  they  can  help 
lange  the  world.  For  themselves.  And 
r  future  generations. 
At  Canon  we  believe  that  such  dreams 
n  become  a  reality.  That's  why  we  have 


Facsimiles  and  Printers.  As  a  part  of 
this  campaign,  we've  pledged  one  dollar 
for  every  cartridge  returned  to  us,  to 
help  a  variety  of  national  environmental 
foundations. 

From  the  development  of  solar 
energy  panels  to  cleaner  manufacturing 
processes,  we've  placed  a  premium 

1^         on  environmenta'ly 

-^^IJl^     correct  programs 


EPA   POLLUTION  PREVENTER 


throughout  our  business  operations.  The 
best  evidence  is  the  number  of  Canon 


It  means  pulling  together. 


:orporate  commitment  to  global 
vironmental  concerns.  A  part  of  this 
mmitment  is  our  worldwide  cartridge 
recycling  program,  The 
Clean  Earth  Campaign. 
It  has  been  designed  to 
reduce  overall  landfill 
iste  and  preserve  natural  resources  by 
:ycling  cartridges  from  Canon  Copiers, 


The  Clean 
Earth  Campaign 


products  that  reduce  power  consumption, 
earning  the  *  Energy  Star™  designation 
from  the  Environmental  Protection  Agency 
for  energy  efficiency.  Because  we  know 
that  caring  for  our  planet  is  a  responsibility 
we  all  need  to  take.  Making  the  world 
a  better  place  for  all  of  us  won't  happen 
overnight.  Unless  we  have  a  goal. 
Unless  we  pull  together. 


******  k> 


00-670-4321  to  enter  the  United  Nations  Environment  Programme  (UNEP) 
national  Photographic  Competition  on  the  Environment  1994-1995. 

e  Energy  Star  emblem  does  not  represent  EPA  endorsement  of  any  product  or  service. 
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Who  Is  Buying  Energy  Stai 

ft  Bel!  Communications  Research 
ft  Carrier  Corporation 
ft  Minneapolis/St.  Paul,  MN 
ft  New  York  Power  Authority 
ft  Shaw  Industries 
ft  Southern  California  Edison 
ft  Suffolk  County,  NY 
ft  State  of  California 
ft  SUNY/Buffalo 
ft  U.S.  Government 
ft  Warner  Lambert 
HHmNHHHHnHfln 


Widespread  Availability 

Most  U.S.  manufacturers,  includ- 
ing Compaq,  Canon,  IBM  and 
Apple,  are  now  offering  Energy 
Star  products.  There  are  over 
2,000  compliant  products  avail- 
able on  the  market.  According  to 
participating  manufacturers,  most 
companies  expect  to  convert  a 
majority  of  their  product  lines  to 
qualify  for  the  Energy  StarSM  logo 
within  just  a  couple  of  years-at  no 
extra  cost  to  consumers  and  with 
no  performance  sacrifice.  Look 
for  the  Energy  StarSM  logo  to  identify 
energy-efficient  equipment  that 
meets  EPAs  guidelines. 

Commit  to  an  Energy  Star 
Purchasing  Policy 

A  number  of  companies  and  orga- 
nizations have  made  a  commit- 
ment to  buying  Energy  Star  prod- 
ucts in  all  future  purchases  of 
equipment.  For  example,  Bell 
Communications  Research  found 
that  over  two  thirds  of  their  com- 
puter equipment  was  left  on 
overnight  and  on  weekends. 
Bellcore  projects  $1.8  million  per 
year  in  savings  once  it  has  fully 
installed  Energy  Star  equipment  in 
all  its  facilities. 

In  April  1993,  President 
Clinton  signed  an  Executive  Order 
stating  that  the  federal  govern- 
ment—the largest  computer  buyer 
in  the  world— is  committed  to  pur- 
chasing only  Energy  Star  equip- 
ment. The  order,  which  took 
effect  in  October  1993,  is  expect- 
ed to  save  taxpayers  $40  million 
annually. 

Ask  your  MIS  or  procurement 
official  about  purchasing  Energy 


Star  equipment  to  replace  existing 
equipment.  The  EPA  would  like  to 
know  about  your  Energy  Star  pur- 
chasing policy  in  its  efforts  to 
highlight  companies  committed  to 
improving  efficiency  and  protect- 
ing the  environment.  EPA  has  a 
sample  policy  statement,  detailed 
specification  language  to  use  in 
procurements,  and  a  list  of  avail- 
able products.  Call  (202)  775-6650 
for  copies. 

Improving  the  Environment 

By  the  year  2000,  Energy  Star 
Computers  and  other  campaigns 
to  promote  energy-efficient  com- 
puter equipment  will  lead  to  sav- 
ings of  22  billion  kilowatt  hours  of 
electricity  annually.  These  savings 
will  reduce  emissions  of  carbon 
dioxide,  the  primary  greenhouse 
gas,  by  20  million  tons— the  equiv- 
alent of  removing  5  million  auto- 
mobiles from  the  road.  Sulfur 
dioxide  and  nitrogen  oxide  emis- 
sions, the  two  pollutants  most 
responsible  for  acid  rain,  will  also 
be  significantly  reduced.  In  fact, 
an  estimated  140,000  tons  of  sul- 
fur dioxide  and  75,000  tons  of 
nitrogen  oxides  will  be  prevented 
from  being  released  into  the 
atmosphere. 


"In  a  recent  survey  of  usage 
patterns,  our  technicians 
were  astounded  to  find  that 
in  one  building  with  less  than 
3,000  computers,  over  2,000 
were  left  on  overnight.  The 
opportunities  are  tremen- 
dous. We  found  that  termi- 
nals are  unused  for  40%  to 
50%  of  the  time  that  they  are 
left  on.  We  project  $1.8  mil- 
lion per  year  in  savings  once 
we  have  fully  installed  Energy 
Star  equipment  at  all  our 
facilities. " 


-Ron  Hutchinson 
Facilities  Manager 
Bell  Communications  Research 


Other  Efficiency  Opportunities 

The  Energy  Star  computers  pro- 
gram is  just  one  of  the  profit-base 
energy  efficiency  programs  at 
EPA. 

Green  Lights  is  a  voluntary 
profit-based  program  to  improve 
the  efficiency  of  lighting  in  com- 
mercial and  industrial  facilities. 
Over  1,500  corporations  and  orgai 
nizations  have  become  Green 
Lights  partners  and  are  already 
benefiting  from  significant  cost 
savings,  improved  lighting  quality1 
and  are  contributing  to  pollution 
prevention. 


The  Energy  Star  Buildings 
Program  builds  on  the  Green 
Lights  approach  to  consider  not 
only  energy-efficient  lighting 
upgrades,  but  improved  energy 
use  throughout  buildings. 
Participants  make  efficiency 
improvements  in  heating,  ventilat 
ing,  air  conditioning  and  chilling 
Now  in  its  showcase  phase,  the 
Energy  Star  Buildings  Program  is 
working  with  25  buildings  acrossl 
the  country  to  implement  compre 
hensive  upgrades  by  July  1995. 
The  program  will  be  available  for 
participants  in  late  1995. 

For  More  Information 

To  receive  information  via  fax 
call  the  Energy  Star  Fax  Line 
( our  24-hour  automated  fax 
on  demand  service)  at 
(202)  233-9659 

To  receive  information  via  phon 
call  the  Energy  Star  Hotline  at 
(202)  775-6650 

To  receive  information  via  mail 
please  write: 
Marketing  Director 
Energy  Star  Programs 
U.S.  EPA  (6202J) 
Washington,  DC  20460  C 


Hard  To  Find  An  Energy  Siar? 
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Hard  Nor  To. 


These  Companies  Now  Offer  Energy  Star  Products. 


COMPUTERS  AND 

Bridge  Information 

Daewoo  Telecom 

MONITORS 

Brother  International 

Daly  Computers 

\  3D  Microcomputers 

Europe 

Doto  General 

A  Plus  Info 

Byte  Technology 

Data  Storage 

Acer/Acros 

Caliber 

Marketing 

'  ACMA  Computers 

Canon 

Oata  Expert 

ACME 

Capefronic 

Datavarehuset 

1  ACTech 

Cemtech 

DD  &  TT  Enterprise 

Action  Electronics 

CfC  Technology 

USA 

:  Addlech  Computer 

Services 

DDI  Dynex 

ADI 

Cheer  Electronics 

Dell 

Adtec 

CHEM 

Delta  Products 

Advanced  Digital 

Cog  ni  soft 

Desktop  Displays 

l  Systems 

Commax 

Destiny 

Advanced 

Technologies 

DF! 

i  Intelligence 

Commodore 

Diamond 

Alans 

Compal  Electronics 

Technologies 

Allen  Bradley 

Compaq 

Digital  Equipment 

Company 

CompuAdd 

(DEC) 

ALR 

Compudyne 

Dimension 

AMAX 

Computer  Creations 

Computer 

Ambra  Computer 

Computer  Dealers 

Display 

American 

Source 

Technologies 

Megatrends 

Computer  Extension 

Dolch  Computer 

i  Amrel  Technology 

Systems 

Systems 

,ANT  Computer 

Computer 

DTK 

[AOC 

Management 

Durocom 

API- 

Computer  Sales 

DynoColor 
EFA 

Apple 

Professional 

Applied  Digital  Data 

Computer  Tec 

EKM  Computer 

Systems 

CompuTrend 

Electronic 

■■  Apricot 

Systems/ 

Technology 

i  Aquarius  System 

Premio 

Group 

i  Aqua  line 

Comlech  Micro 

Elonex 

j  Arche  Computer  & 

System 

EMPoC 

Technologies 

Crirntfijdf; 

EPS  Technologies 

Area  Electronics 

Conrac  Elektron 

Epson 

Systems 

Continental 

Equix 

i  Aspect  Computer 

Resources 

Ergo  Computing 

AST  Research 

Cornerstone 

Essex  Monitor 

Atima  Technology 

Imogmg 

Company 

ATS 

CP&G 

Everex  Systems 

Austin  Computer 

Technologies 

Evergreen  Systems 

Avnet  Computer 

CSS  Laboratories 

Foir  Electronic 

■  Bankers  Systems 

CTL 

Company 

>  Barron 

CTX  International 

Fedcom 

Microcomputer 

Cube  Computer 

Microsource 

Blue  Slar  Marketing 

CyberStor 

Fieldworks 

First  International 

Intelligent  Decisions 

MicroSource 

Pine  Technology 

Shmlee 

Tn-Stor  Computer 

Microsystems 

Business 

Computer 

Intelligent  Notebook 

Mini-Micro  Supply 

Pioneer  Technologies 

Shuttle  Computer 

TriGem 

Z  &  M  Advanced 

Seiko  Instruments 

Flytech  Technology 

Systems 

Miro  Computer 

Group 

Sidus  Systems 

TriGem 

Technology 

USA 

Foshan  Wmgboo 

Interactive 

Products 

Planar  Systems 

Siemens  Nixdort 

Microsystems 

Zenith  Oata 

Serviceworks 

Information 

Computing  Devices 

Mitac 

Precision  America 

Sigma  Designs 

TS  Micro 

Systems 

Distribution 

Enterprise 

Intergraph 

Mitsubo 

Precision  Technology 

Silicon  Grophics 

TTX  Computer 

Zenon 

Sharp  Electronics 

Fountain 

Infermec 

Mitsubishi 

President 

SiO  Technology 

Products 

Zeos 

SsangYong 

Technologies 

International  Data 

Modern  Instruments 

Technoloay 

Sirex  USA 

Tulip  Computers 

Computer  Systems 

Fujitsu 

Systems 

Modular 

Pnmox  Daiu  Products 

SKV  International/ 

TWC 

PRINTERS 

Star  Micronics 

Goteway  2000 

Intra  Electronics  USA 

Monitor  Technology 

Piogen 

Computermill 

Twinhead 

Advanced  Matnx 

Summographics 

GCH  Systems 

IPC 

MSSI  Consultants 

PSI 

Smith  Corona 

Twmheod 

Technology 

SunPics 

Glga  Byte 

ISL 

Mulfimax 

QHT  Systems 

Sony 

International 

Alps  Electric 
Apple 

Tektronix 

Technology 

Automafisering 

Mustek 

QMS 

SsangYong 

Twin  T  Distributors 

Texas  Instruments 

GoldStar 

J-MARK  Computer 

Mynix  Technologies 

QNIX  Computer 

Computer  Systems 

Unisys 

Brother 

Twin  T  Distributors 

Grand  Micro 

JTA 

NAl 

Quantex 

STD  Technology 

United  Solutions 

Bull  Italia 

Unisys 

Green  Lobs 

Key  Power 

Nanao  USA 

Microsystems 

Summit  Micro 

Unitek  Technology 

C-TECH 

Xerox 

Green  PC 

Keydoto 

National  Advontages 

Quest  Group 

Design 

Unitron 

Canon 

GVC 

Keypoml 

Notional 

Qume 

Sun  Microsystems 

USA  Tekmk 

Data  General 

CONTROLLING 

Hammond  and 

KFC 

Microcomputers 

R  &  S  Computers  & 

Super  Distributor 

USFO  Technology 

Data  Rental  &  Sales 

DEVICES 

Hammond 

Korea  Computer 

NCD 

Enhancement 

Supercom 

USIT 

Dataproducts 

Alpha  Micro 

Hectronic 

Korea  Data 

NCR 

Radius 

SuperMoc 

U  S  Systems  and 

Digital  Equipment 

Technologies 

Hewitt  Rand 

Systems 

NEC 

Random 

Technology 

Technologies 

(DEC) 

Antechron  Research 

Hewlett-Packard 

Korea  Electronics 

NETiS 

RasterOps 

Swan 

Vendata 

Enabling 

B  &  B  Electronics 

Highwave 

LCC  Computers 
Leading  Edge 

Nissei  Songyo 

Regent 

Synnex  Technology 

Viera  Computers 

Technologies 

Connectix 

Technologies 

America/Hitachi 

Technologies 

International 

ViewSonic 

Epson 

Curtis 

HIQ  Computer 

LION  America 

Nokia 

Relialogic 

Sysorex 

Viglen 

Fujitsu 

GCC  Technologies 

Manufacturing 

Systems 

Lite-On  Technology 

Northgole 

Relisys 

Tcgram 

Vision  Computer 

Cypress  Computer 

Hilachi  America 

Ltuski  International 

Northwest  Micro 

Republic 

Taiwan  Video  and 

Technologies 

General 

Defenders  Network 

Hitachi  European 

MAG  Innovision 

Ocean  Information 

Technology 

Monitor 

Vilo  Electronics 

Parametrics 

Dmexcom 

Centre 

MonTech  Systems 

Systems 

Royal  Electronic 

Tandberg  Data 

Vobis 

GENU  OM 

Energy  Interface 

Hilachi,  Office 

Manufacture 

Ocean  State 

Royal  Information 

Display 

Microcomputer 

Hewlett-Packard 

Engrom 

Systems 

Technology 

Computers 

Electronics 

Tandy 

VTech  Computers 

Intergraph 

International 

Division 

Resource 

Office  Automated 

Sampo  Technology 

Tangenf  Computer 

Wang  Laboratories 

Kodak 

Ergonomics 

HSI 

Mass  Reseat ch 

Technology 

Samsung 

Tatung 

Weames 

Kyocera 

Greenwore 

Hyundai  Electronics 

Matsushifa  Electric 

Olivetti 

Samtron  Displays 

Taxan 

Technology 

Lexmark 

Technologies 

IBM 

Industrial 

Opliquest 

Sonyo  Information 

TCP 

Wedge  Technology 

Monnesmann  Tally 

Hibernation 

ICL 

Max  Group 

Orion  Electric 

Business 

Team  Max 

WEN  Technology 

NEC 

Software 

IDEA 

MaxVision 

Packard  Bell 

Sceptre 

TECO 

Western  Imaging 

Okidala 

IBM 

IDEK/Iiyama  N  A 

Mecer 

Panasonic 

Technologies 

Tempest  Micro 

Win  Laboratories 

Olympus  Image 

IDC 

IDP 

Memorex  Telex 

Paragon 

Scion  Computers 

Texas  Instruments 

Wmne! 

Systems 

Image  Plus 

Ikegami  Electronics 

Metrovision 

Development 

Seanix  Technology 

TMP 

Wyle  Laboratories 

Omnitax 

Mecer 

Infolel/Midwest 

Microsystems 

Systems 

Serviceworks 

Tobishi  Electronic 

Wyse  Technology 

Output  Technology 

MSSI  Consultants 

Micro 

Micron  Computer 

PC -Expanders 

Distribution 

Company 

XCV 

Panasonic 

Powercard 

Inmac 

MicroNiche 

PC  Pros 

Shamrock 

Toshiba 

Xmetron 

Printronix 

Sequence 

lns;qht  Distribution 

Information 

PC&C 

Technology 

Total  Control 

Xpro  Systems 
Xyst  Infolek 

QMS 

Electronics 

Intelligent 

Systems 

Perpetual 

Sharp  Electronics 

Products 

Ricoh 

StIG 

Computers  and 

Micronics 

Technologies 

Sherwood  Terminals 

Total  Peripherals 

Yanjen  Electronic  Co 

Samsung 

Technology 

Technologies 

MicroPen  Computer 

Philips 

Division,  Inkel  (USA) 

Tri-Cor  Industries 

Young 

Sanyo  Information 

Marketing  Partners 

The  trouble  with  Congress  isn't  that  it  yields 
to  special  interests.  The  problem  is  that  it 
serves  its  constituents  with  other  people's  money. 

Blackball 
democracy 


BY  STEVEN  E.  LANDSBURG 


Steven  E.  Landsburg  is 
associate  professor  of  economics  at 
the  University  of  Rochester  and  author  of 
The  Armchair  Economist. 


Election  season  brings  the  usual 
clamor  for  campaign  reform.  Unfor- 
tunately, most  reformers  address  the 
wrong  problem.  They  get  all  worked 
up  over  congressmen  who  are  overly 
responsive  to  well-heeled  special  in- 
terest lobbies.  A  more  fundamental 
and  pervasive  problem  is  the  con- 
gressman who  is  overlv  responsive  to 
his  own  constituents. 

The  current  system  rewards  incum- 
bents for  spending  other  people's 
money  in  their  own  districts  and  gives 
them  precious  little  incentive  to  con- 
sider the  costs  they  impose  on  the  rest 
of  us.  Effective  reform  should  supply 
that  incentive. 

That  won't  be  accomplished  by  lim- 
iting contributions,  supplying  public 
funding,  or  any  of  the  other  standard 
cure-alls.  It  requires  something  truly 
radical.  I  have  some  suggestions. 

First,  I  propose  that  every  voter  be 
allocated  two  votes  in  each  congres- 
sional and  senatorial  election.  One 
vote  is  to  be  cast  in  your  own  district; 
the  other  is  to  be  cast  in  the  district  of 
your  choice.  You  could  use  it  to 
blackball  an  incumbent  in  some  oth- 


er state  who  is  wasting  your  tax  mon- 
ey. When  a  West  Virginia  senator 
manages  to  convert  billions  of  federal 
tax  dollars  into  pork  for  his  home 
state,  I  want  him  to  know  that  the 
suppliers  of  those  dollars  will  have 
the  opportunity  to  gang  up  against 
him  on  Election  Day. 

Second,  I  propose  that  federal  in- 
come tax  rates  be  determined  sepa- 
rately in  each  congressional  district. 
Whenever  a  congressman  votes  for  a 
spending  bill,  his  constituents'  tax 
rates  should  rise  by  a  proportionate 
amount.  I  would  exempt  bills  that 
pass  by  a  supermajority  of,  say,  70%. 
This  would  enable  spending  that  is 
genuinely  in  the  national  interest  to 
get  passed  without  squabbles  about 
which  congressional  districts  would 
have  to  pay  for  it. 

Third,  I  want  a  constitutional 
amendment  outlawing  casework. 
Congressmen  would  no  longer  be 
able  to  maintain  local  offices  to  pro- 
vide constituent  services,  like  assis- 
tance with  cutting  through  regulatory 
red  tape.  I  suspect  that  a  lot  of  that  red 
tape  exists  in  the  first  place  only  so 
that  politicians  can  win  points  by  cut- 
ting through  it. 

Take  the  legislative  highlight  of 
the  Bush  Administration,  the  Ameri- 
cans with  Disabilities  Act.  Why  are 
firms  required  to  build  wheelchair 
ramps  that  will  never  be  used?  Here's 
my  hypothesis:  Inefficient  regula- 
tions exist  primarily  so  that  politi- 
cians can  sell  exemptions.  Rather 
than  install  a  ramp  or  an  elevator,  you 
get  your  congressman  to  intervene 
with  the  regulators,  and  you  reward 
him  with  window  space  for  an  elec- 
tion poster,  or  a  contribution  to  his 
campaign  committee. 


Of  course,  in  order  to  keep  the 
price  of  exemptions  high,  politicians 
cannot  give  them  out  too  liberally.  So 
a  lot  of  people  end  up  having  to  build 
wheelchair  ramps. 

The  Disabilities  Act  itself  contains 
some  striking  evidence  for  my  hy- 
pothesis. Elevators  are  mandatory  in  a 
large  class  of  three -story  buildings, 
but  the  Attorney  General  is  empow- 
ered to  waive  that  requirement.  I 
imagine  the  Attorney  General  makes  a 
lot  of  friends  this  way. 

If  my  hypothesis  is  correct,  then  the 
regulator  who  forces  you  to  build  a 
ramp  is  rather  like  the  organized 
crime  figure  who  visits  your  office  and 
does  some  casual  damage  in  order  to 
convince  both  you  and  your  neigh- 
bors that  it  might  be  a  good  idea  for 
you  to  make  protection  payments. 
Making  it  easier  for  racketeers  to  pro- 
vide protection  services  is  not  a  good 
long-run  solution  to  this  problem.  By 
analogy,  making  it  easier  for  politi- 
cians to  provide  constituent  services  is 
a  bad  solution  to  the  problem  of 
inefficient  government. 

In  my  home  state  of  New  York, 
Governor  Mario  Cuomo  likes  to 
boast  about  how  he  created  hundreds 
of  thousands  of  new  jobs  by  easing 
regulations  on  business.  First, 
Cuomo  created  burdensome  regula- 
tions that  stifle  the  state's  economy. 
Then  he  eases  up  on  those  regulations 
in  certain  selected  cases,  taking  credit 
for  the  productive  activity  that  results 
from  his  generosity.  I  wonder  how 
much  political  allegiance  Governor 
Cuomo  earned  by  granting  those  fa- 
vors, and  I  wonder  whether  the  regu- 
lations would  have  been  as  burden- 
some in  the  first  place  had  that  option 
not  been  available  to  him. 

So  there  are  two  reasons  politi- 
cians should  be  encouraged  to  take 
less  care  of  their  constituents.  First,  a 
politician  who  looks  out  for  his  own 
district  tends  to  ignore  the  damage 
he  does  to  others.  Second,  a  politi- 
cian has  an  unhealthy  incentive  to 
create  adversity  so  that  he  can  serve 
his  constituents  by  relieving  that  ad- 
versity. That's  what  the  massive  tax 
code  is  all  about. 

We  need  reform — now.  If  we 
don't  get  it,  the  oppressive  laws 
enacted  in  recent  years  are  just  a 
foretaste  of  what  Congress  can  do  to 
disable  the  economy.  m 
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Texas  entrepreneur  Sam  Wyly  has  started 
two  computer  companies.  The  second 
is  turning  out  much  better  for  him. 

Profiting 
from  mistakes 


By  Christopher  Palmeri 

When  Dallas  businessmen  Sam 
Wyly  and  Sterling  Williams  decided  to 
build  a  new  computer  software  com 
pany  in  1981,  they  drew  up  a  list  of 
more  than  100  acquisition  candi- 
dates. It  was  quite  a  list.  On  it  were  a 
$  1 5  million  (sales )  company  in  Seattle- 
named  Microsoft  and  a  $1.2  million 
company  in  Northern  California 
named  Oracle.  "We  had  very  good 
taste,'1  jokes  Williams. 

Microsoft  and  Oracle  weren't  for 
sale,  of  course,  but  others  were.  Wyly 
and  Williams  whittled  the  list  down  to 
four  small  software  companies  and, 
with  a  $2  million  investment  from  the 
Wyly  family  and  $15  million  raised  in 
a  public  stock,  offering,  bought  them. 
Sterling  Softw  are  w  as  born. 

Sterling  hasn't  been  a  Microsoft  or 
an  Oracle,  but  it  hasn't  done  too 
badly.  Last  year  operating  earnings 
w  ere  $49  million  on  revenues  of  $412 
million.  If  a  recently  announced  ac- 
quisition is  completed.  Sterling's  rev- 
enues should  jump  to  $600  million 
this  year,  making  it  the  eleventh- 
largest  software  company  in  the 
world. 

Sam  Wyly  is  the  consummate  entre- 
preneur. Over  the  years  he  has  invest- 
ed in  dozens  of  businesses.  Some,  like 
the  arts  and  crafts  chain  Michaels 
Stores,  have  been  great  successes. 
Others,  like  Bonanza  steakhouses  and 
Frost  Brothers,  a  now-defunct  retailer 
based  in  the  Southwest,  have  been 
disappointments. 

In  starting  Sterling,  Wyly  and  Wil- 
liams came  armed  with  mistakes  they 
had  made  with  an  earlier  computer 
company  Wyly  had  started,  Universi- 
ty Computing  Co.  The  firm  grew 
rapidly  during  the  Sixties.  But  in  the 
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Seventies  Wyly  spent  $100  million 
trying  to  eompete  with  AT&T  in  long 
distance  data  transmission. 

Far  too  small  to  take  on  AT&T, 
University  Computing  was  nearly 
bankrupt  by  the  end  of  the  decade. 
Wyly  resigned  under  pressure  from 
the  board.  (New  management  even- 
tually resuscitated  the  company  and 
then  sold  it,  in  1987,  to  Computer 
Associates  for  $800  million.  But 
by  that  time  Wyly's  stake  had  shrunk 
to2%.) 

With  Sterling  Software,  Wyly  and 
Williams  (who  was  head  of  a  Universi- 
ty Computing  division)  vowed  to 


build  a  company  by  acquiring  estab- 
lished hits  rather  than  sinking  huge 
amounts  of  money  into  tomorrow's 
potential  blockbuster.  No  more 
$100  million  bets  on  a  single  ven- 
ture. To  this  end  Sterling  has  bought 
24  software  companies  in  the  last  1 3 
years.  Each  was  producing  already 
established  products  but  needed  help 
to  exploit  them. 

When  Sterling  buys  a  company, 
Chief  Executive  Williams  (Wyly  is 
chairman)  decides  which  products 
will  be  discontinued,  which  will  be 
integrated  into  Sterling's  existing 
businesses  and  which  will  become 
new  stand-alone  di- 
visions run  with 
great  autonomy  by 
s  one  of  Sterling's  16 
divisional  presi- 
dents. Example: 
Last  year  Sterling 
paid  $147  million 
for  Systems  Center 
Inc.  The  company 
was  having  trouble 
marketing  a  product 
that  helped  big 
companies  manage 
their  computer  net- 
works; the  product 
competed  directly 
with  a  very  success- 
ful ihm  product.  So 
Williams  formed  a 
new  division  and 
told  its  managers  to 
spin  out  products 
aimed  at  specific 
niches  of  the  net- 
work management 
market.  By  focusing 
on  niches  rather 
than  going  head-to- 
head  with  IBM,  Ster- 
ling's new  Systems 
Center  unit  swung 
from  a  $9  million 
loss  in  1993  to  an 
estimated  $10  mil- 
lion operating  profit 
this  year. 

Sterling  Software's 
Sterling  Williams  (left) 
and  Sam  Wyly 
More  fun 
the  second 
time  around. 
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Now  Williams  is  hoping  to  repeat 
the  trick  with  the  $77  million  acquisi- 
tion, announced  in  August,  of  $133 
million  (sales)  Knowledge  Ware. 

Based  in  Atlanta,  Knowledge  Wart- 
was  founded  by  Fran  Tarkenton,  the 
former  Minnesota  Vikings  quarter- 
back and  television  personality.  It  had 
developed  a  line  of  successful  prod- 
ucts— programs  that  provide  the 
tools  for  companies  to  design  other 
software  applications.  But  rather  than 
concentrate  on  these  products, 
KnowledgeWare  moved  too  quickly 
into  new  products  for  the  client/ 
server  market,  networks  of  smaller 
computers  that  are  increasingly  re- 
placing mainframes.  Thus  Tarken- 
ton's  company  neglected  products 
with  excellent  prospects,  and  in  the 
process  ran  out  of  cash  to  support  the 
new  ones. 

Williams  thinks  he  can  breathe  life 
into  KnowledgeWare's  original  prod- 
uct by  setting  it  up  as  a  new  Sterling 
division.  Sterling  will  contintue  to 
invest  in  KnowledgeWare's  client/ 
server  products. 

"In  the  software  world  Sterling's 
level  of  planning  and  structure  are 
very  unusual,"  says  Paul  Deninger,  an 
investment  banker  at  Fort  Lee,  N.J.- 
based  Broadview  Associates.  "This  is 
one  disciplined  company." 

With  its  broad  and  growing  array  of 
products,  Sterling  now  has  a  custom- 
er base  that  includes  98  of  the  1 00 
largest  banks  in  the  nation,  and  hun- 
dreds of  large  industrial  companies. 
Sterling  is  a  leader  in  the  fast-growing 
market  for  electronic  purchasing  and 
inventory  systems;  companies  like 
J.C.  Penney,  Home  Depot,  Merck, 
Eli  Lilly  and  drug  distributor  McKes- 
son use  Sterling  products  to  connect 
their  suppliers,  warehouses  and 
stores. 

Thanks  to  charges  related  to  the 
Systems  Center  acquisition,  Sterling 
reported  a  net  loss  (but  strong  operat- 
ing earnings)  last  year.  But  the  con- 
sensus among  Wall  Street  analysts  is 
that  Sterling  will  swing  into  the  black 
this  year,  with  earnings  of  $2.25  a 
share.  Sterling's  stock  recently  traded 
at  about  14  times  that  estimate,  valu- 
ing the  company  at  $680  million. 
Wyly  and  his  family  own  14%,  Wil- 
liams 2%. 

Such  are  the  rewards  of  learning 
from  mistakes.  M 
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SI'I.UU.  ADVKIVTISINt;  Hl'IM'LKMjjNT 


I 


n  good  times  and  in  bad,  Brazil  stands 


out  among  Latin  American  countries 
as  a  trendsetter,  a  reputation  it  earned 
once  again  on  July  I,  1994  when  it 
embarked  on  a  bold  new  economic 
course  that  could  change  its  future.  In 
recent  years,  Brazil  has  been  the  continent's 
last  stronghold  of  the  devastating  hvperin- 
1    ion  that  wrecked  many  Latin  American 

lies  in  the  1980s.  Now.  with  the 
inauguration  of  a  massive  plan  to  stabilize 
iis  iii! : ■  lent  economy,  die  go\  eminent  has 
sel  oiii  to  eliminate  inflation  altogether. 
Since  the  introduction  of  the  popular 


stabilization  plan,  inflation  has  fallen  to 
reasonable  levels  by  Brazilian  standards  — 
roughly  12%  for  July  and  August  together, 
down  from  a  monthly  rate  of  40%  or  more 
earlier  this  year. 

But  whether  the  Real  Plan,  as  it  is 
called,  can  bring  rhacroeconomic  order 
over  the  long  term  is  by  no  means  certain. 
Even  so,  economic  stability  seems  closer  at 
hand  than  at  any  time  in  recent  memory. 
As  a  result,  Brazil,  a  vast  country  abun- 
dant in  natural  and  human  resources, 
stands  ready  to  claim  an  equally  large 
place  in  the  global  economy. 


A  NEW  CURRENCY  FDR 
A  NEW  AGE 


At  the  heart  of  the  plan  is  a  new  currency! 
called  the  real,  which  replaces  the  cmzeir 
This  is  not  merely  a  currency  substitution 
but  a  multifaceted  approach  to  direct  the 
economy  away  from  the  failed  approached 
of  the  past.  The  new  plan  is  strongly 
reliant  on  a  wage  freeze,  but  —  except  fo 
public  services  —  does  not  include  a  free: 
on  prices,  although  this  has  been  strenu- 
ously requested.  The  real  is  pegged  to  the 
dollar,  and  is  designed  to  change  value  in 
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Balanced  budget  for  1994  with  strong  monetary  adjustment. 
New  currency  introduced  as  part  of  economic  stabilization  plan. 
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37  to  be  sold  in  1994. 
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elimination  of  non-tariff  barriers. 
Deregulation:  liberalized  foreign  investment. 
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□  DEBRECHT:  BUILDING 
A  FAMILY  TRADITIDN 
□  F  EXCELLENCE 
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line  w  ith  inflation. 

The  plan  avoids  the  shock  treat- 
ment" ilini  characterized  the  half-doz< 
previous  stabiliza- 
tion plans,  such  as 
the  attempl  to  curl 
inflation  hv  sud- 
denly confiscating 
savings  accounts 
—  ;i  tactic  thai 
deepl)  embittered 
Brazilians. 
Avoiding  past 
mistakes,  the 
government  gave 
advance  notice  of 
the  specific  goals 
and  methods  to  be 
used,  and  therein 
won  widespread 
support  for  its 
intentions. 

With  at  least 
five  previous  stabi- 
lization plans  that 
failed  to  eradicate 
Brazil's  seemingly  intractable  "culture  of 
hyperinflation."  there  is  some  concern 
about  the  ultimate  success  of  the  Heal  Plan. 
I  lowever.  the  strong  approval  ol  the  public, 
and  its  proven  willingness  to  comply  with 
the  government  s  entreaties  for  personal 
restraint,  may  be  enough  to  strengthen  it 
and  lead  it  to  a  different  outcome. 


ADVERTISEMENT  3 

economic  stability  at  hand,  this  number 
can  only  increase. 

Opportunities  are  continually  unfold- 
ing  in  virtually  ever)  sphere,  whether 
through  privatizations  oi  state  companies 
or  direct  investment.  Telebras,  the  state- 
owned  telecommunications  company, 
recently  unveiled  a  program  to  attract  up 
to  $5  billion  in  private  investment  for  new 
telephone  exchanges  within  five  years,  in 
addition  to  S2  liillion  in  fiber-optic  net- 
works. Another  megaprojecl  belongs  to 
the  engineering  and  construction  firm 
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THE  ENDURING  LURE 
□  F  BRAZIL 


For  the  knowledgeable  foreign  investor. 
Brazil  has  always  offered  a  prolusion  of 
opportunities.  Its  market  of  150  million 
people  and  the  vastness  of  its  untapped 
potential  have  in\  ariabl)  kept  U.S. 
inve.-tors  avid  Brazil  enthusiasts,  even 
during  the  worst  of  times.  In  1993,  for 
examplt —  a  desperate  year  of  hyperin- 
flation and  political  turmoil  —  l!.S. 
investments  in  Brazil  amounted  to  $17 
billion,  a  third  of  all  the  U.S..  funds 
ted  toward  Latin  Vmerica.  With 


Raytheon,  which  won  a  $1.1  billion  con- 
tract to  participate  in  a  radar  surveillance 
project  for  the  Amazon. 

The  reordering  of  the  economy 
comes  at  a  time  when  the  country  is  also 
making  momentous  strides  to  integrate 
its  market  with  its  neighbors.  Mercosur, 
a  customs  union  among  Brazil.  Argentina. 
Uruguay  and  Paraguay,  cleared  its 
toughest  hurdle  recently,  with  all  members 
agreeing  on  a  common  external  tariff 
that  will  begin  in  January.  The  pact 
offers  an  unprecedented  opportunity 
for  foreign  investors  to  view  the  four- 
country  liaison  as  a  single  market. 
Mercosur  appears  destined  to  influence 
Strategic  business  decisions  for  many 
years  to  conn-. 

While  Brazil  laces  mam  challenges, 
lower  inflation  and  a  supportive  political 
environment  will  help  Brazil  move  toward 
the  mac roeconomic  strength  it  needs  in 
order  to  grow . 


At  the  beginning  ol  the  1980s,  the 
Odebrecht  organization  was  best  known 
for  the  major  construction  projects  in 
which  it  had  been  involved  throughout 
Brazil.  The  company  logo  can  be  found 
on  some  of  the  largest  and  most  importa 
modern  facilities  in  the  COUntTJ  —  lacilit 
that  include  Rio  de  Janeiro  s  internatioBI 
airport  and  the  Angra  nuclear  power 
plants,  as  well  as  Amazonia  s  Sao  Luis- 
Carajas  railroai 
the  huge  Itaipu 
hydroelectric 
plant  and  the 
subways  in 
Brasilia  and 

Recife. 

Although 
Odebrecht  toda 
continues  its 
position  as  one 
of  the  leading 
construction 
operations  in 
the  country.  tlx 
organization  is 
diversifying  inti 
other  areas.  Its 
involvement  in 
the  chemical  ad 
petrochemical 
sectors,  for 
instance,  now 
accounts  for  a  third  of  its  income. 
Activities  in  this  area  are  likely  to  increa 
for  Odebrechl  as  the  organization  contra 
ties  to  take  part  in  the  privatization  of 
state-owned  petrochemical  companies. 

Currently,  Odebrecht  either  con  troll 
or  is  associated  with  a  number  of  compa 
nies  that  produce  raw  materials  for 
Brazil  s  three  petrochemical  complexes 
and  several  more  advanced  "second 
generation"  plants.  The  organization 
controls  more  than  10%  of  total  invest-! 
ment  in  the  sector. 

Also  in  recent  years,  the  Odebrecht1 
group  has  extended  its  operations  far 
Im'\ou(I  the  Brazilian  border.  Last  year, 
consolidated  revenues  reached  a  total  ol 
$2,181  billion,  of  which  Si'.l  1  million 
came  from  abroad  —  half  from  the 
industrialized  nations.  Nearly  a  third  ol 
the  group's  40.000  employees  are  now 
working  in  20  different  countries  on  a 
variety  of  construction  projects  that 
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Today  there  is  no  emerging  market  like  Brazil:  US$  460  billion  GNP,  over  US$  30 
billion  in  international  reserves,  a  foreign  trade  surplus  of  US$  13  billion  and  a 
market  of  152  million  people  with  a  great  consumption  potential.  In  this  context, 
Banco  do  Brasil  stands  as  the  real  expert  in  Brazilian  affairs  and  as  the 
largest  Latin  American  international  financial  institution.  On  top  of  this,  Banco  do 
Brasil  offers  you  5,000  units  throughout  Brazil  and  44  units  in  major  financial  centers 
worldwide.  If  you  are  looking  for  new  business  or  investment  opportunities,  Brazil 
is  your  best  choice.  And  Banco  do  Brasil  is  your  best  partner. 


BANCO  DO  BRASIL 

Banco  do  Brasil  in  North  America:  New  York  (1212)  626-7000  -  Chicago  (1312)  236-9766 
Miami  (1305)  338-3586  -  Los  Angeles  (1213)  688-2996  -  San  Francisco  (1415)  398-4814 
Washington  (1202)  857-0320  -  Toronto  (1416)  362-2375. 


n. mam, 

BRAZIL 


include  building  hydroelectric  plants, 
dams,  channels  for  irrigation  projects, 
highways,  subways,  oil  production  and 
exploration  rigs.  In  a  recent  landmark 
deal,  Odebrecht  became  the  first  Brazilian 
group  to  win  a  contract  for  a  public 
works  project  in  the  United  States  —  a 
darn  construction  project  in  the  San 
Bernardino  area  of  California. 

Odebrecht  was  founded  by  a  German 
immigrant  who  began  as  a  contractor  in 
northeastern  Brazil.  The  company  is  now 
led  by  his  grandson,  Emilio  Odebrecht, 
who  succeeded  his  father  as  head  of  the 
group.  Emilio  says  he  supports  the 
government  s  privatization  program.  He 
thinks  it  is  the  best  way  for  the  private 
sector  to  work  efficiently  with  the  public 
sector  to  modernize  the  country's  infra- 
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structure,  and  also  to  free  the  government 
to  use  its  resources  on  areas  of  vital  pub- 
lic concern  such  as  education. 

Through  the  Emilio  Odebrecht 
Foundation,  the  group  recently  sponsored 
a  UNICEF  campaign  to  focus  the  attention 
of  Brazil  s  presidential  candidates  on  the 
challenges  of  educational  reform  and  the 
battle  against  illiteracy.  "I  believe  the  true 
solution  to  Brazil  s  serious  social  and 
economic  problems  is  through  granting 
quality  education  for  all,"  says  Emilio. 

Bolstered  by  confidence  that  the 
Beal  Plan  will  bring  economic  stability, 
Odebrecht  is  preparing  for  a  new  cycle 
of  development  in  the  second  half  of  the 
decade.  In  the  coming  years,  the  group 
intends  to  focus  on  three  areas  it  believes 
show  promise:  the  environment,  data 
processing  and  telecommunications, 
and  leisure. 


BAN  CD  PACTUAL: 
A  LEADING  MANAGER 

DF  FDREIGN 
INVESTMENT  FUNDS 


In  tallying  the  assets  of  Banco  Pactual, 
owner  Luis  Cesar  Fernandes  looks  past 
the  institution  s  $1.2  billion  portfolio  and 


focuses  instead  on  something  else.  "Our 
main  asset  arrives  every  morning  by  the 
elevator,  and  has  no  time  to  go  home,"  hi 
notes,  speaking  of  the  staff  of  experts  wh| 
fuel  his  enterprise.  Aided  by  this  expertisi 
Banco  Pactual  has  grown  to  become  the 
leading  manager  of  foreign  investment 
funds  in  the  Brazilian  market. 

From  Banco  Pactuals  headquarters 
in  the  top  floors  of  a  building  in  down- 
town Rio,  one  can  see  some  of  the  city's 
most  impressive  attractions  —  sights 
such  as  the  Sugar  Loaf  and  Corcovado 
mountains,  and  a  glistening  vista  across 
Guanabara  Bay.  But  it  is  the  staff  of 
skilled  technicians  and  operators  that  is 
the  real  attraction  at  Banco  Pactual,  mei 
and  women  who  have  enabled  it  to 
become  a  player  in  48  different  markets 
at  home  and  abroad. 

Among  its  220  employees  in  Rio  and 
50  in  Sao  Paulo,  5%  have  doctoral 
degrees,  22%  have  graduate  degrees,  anc 
another  ()0%  have  college  educations. 
To  bolster  the  field  of  future  employees, 
Fernandes  personally  recruits  a  dozen 
Brazilians  to  be  enrolled  in  MBA  program 
with  specializations  in  financial  areas  in 
which  the  bank  is  most  interested.  The 
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Toseeourname 
among  the  500  largest 
companies  in  the  world, 
we  had  to  buy  Fortune. 


Those  who  buy  the  July  issue  of 
Fortune  magazine  will  find  Petrobras 
listed  as  the  77th  largest  company  in  the 
world  and  the  18th  in  terms  of  liquid 
assets. 

Besides  being  the  only  Brazilian 
Company  listed  in  Fortune,  Petrobras  has 
other  figures  which  are  worth  mentioning. 
Petrobras  has  gone  up  12  positions  in 
ranking  (in  1992  it  was  the  89th). 
Petrobras  is  among  the  20  largest  oil 
companies  in  the  world  in  sales  profits  - 
a  rating  equivalent  to  companies  such  as 
Exxon  and  Shell  -  and  has  made  profits 
superior  to  those  of  38  of  the  50  refining 
corporations  in  Fortune's  ranking. 

But  to  get  there,  Petrobras  had  to  work 
hard.  In  fact  it  was  a  lot  of  work  and 
dedication  that  made  Petrobras  a  highly 
competitive  company,  producing  745 
thousand  oil  barrels  a  day,  increasing 
Brazilian  Oil  Reserves  to  8.1  billion  barrels, 
breaking  successive  world  records  in 
deepwater  prospecting  and  production  and 
creating  technology  to  successively 
overcome  its  own  deepwater  records. 

So,  to  be  among  the  largest 

companies  in  the  world  is  a  reason  of  pride 

for  Petrobras.  a 

Q  PETROBRAS 
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PETROLEO  BRASILEIRO  S  A- 


razilians'  Space  Odyssey. 

Beyond  2001. 


jrou  Base,  French  Guiana  —  the 
ching  of  the  Brasilsat  B1,  the  first 
eration  Brazilian  satellite.  After 
;s  it  reaches  its  orbit  at  a  36,000 
r  altitude  and  65  degrees  west, 
should  remain  until  the  year  2009. 
his  way,  the  Brasilsat  B  program 
gurated,  a  project  developed  by 
s  that  consolidates  Brazil's  posi- 


tion on  the  world  forefront  in  telecom- 
munications. 

It  will  shortly  be  followed  by  the 
launching  of  the  Brasilsat  B2.  Both  of 
them  were  made  for  our  specific  needs  by 
our  engineers  who  specialize  in  satellites, 
celestial  mechanics  and  control  systems. 

They  are  new-generation  satellites 
that  are  more  technologically  advanced, 


with  superior  performance  compared  to  the     via  satellite. 


A-series  that  has  been  utilized  until  now. 

These  satellites  possess  amplified 
capacity  and  greater  power,  making  it 
possible  to  better  the  guality  of  TV,  tele- 
phone and  data  signal  receptions  to  all 
parts  of  the  country. 

The  Brasilsat  B1  is  part  of  the 
Brazilian  telecommunications  system 


It  looks  like  science  fiction,  but  it  is 
reality.  It's  the  effort  of  Brazilians  that 
makes  Brazil  speak  ever  so  loudly  and  also 
be  heard. 

Brazil's  Excellence  in  Communications. 


1615  L  Street,  Suite  230,  Washington  D.C.  20036,  USA.  Phone  (202)  659-1746 


BANCO  DO  BRASIL: 
A  FOREIGN  INVESTMENT 
POWERHOUSE 


staff  is  young  and  dynamic,  with  an 
average  age  of  23  years,  or  25  years  if  the 
partners  are  included.  Fernandes'  own 
years  of  professional  experience  in  the 
financial  markets  exceed  the  average  age 
of  his  employees. 

Although  Pactual  is  only  a  little  more 
than  10  years  old,  the  company  can  trace 
its  origins  to  the  opening  of  the  Brazilian 
economy  in  1%7.  when  CVM  —  the 
Brazilian  equivalent  of  the  Securities 
and  Exchange  Commission  —  first  gave 
permission  to  foreign  investors  to  operate 
more  freely  in  the  stock  exchanges  and 
other  sectors  of  the  financial  market. 

Since  then,  Brazil  has  been  among 
the  most  promising  of  the  world  s  emerg- 
ing markets  and  has  attracted  a  steady 
flow  of  investments.  But  Pactual's  opera- 
tions are  not  limited  to  Brazil.  In  recent 
years,  the  bank  has  had  a  role  in  the 
development  of  other  emerging  markets 
such  as  Malaysia,  Vietnam,  China. 
Turkey,  Morocco  and  nearly  every  country 
in  Latin  America.  Nearly  $700  million  of 
Pactual's  portfolio  lies  in  assets  abroad. 

In  the  last  10  years,  the  cumulative 
profitability  of  funds  managed  by  Pactual 
soared  to  nearly  8.5%.  In  fixed  income, 
the  portfolio  reached  high  profitability  as 
well,  and  investors  have  lately  obtained 
returns  of  28.78%.  The  Infinity  Fund, 
available  to  corporations  and  institutional 
investors,  has  had  the  world's  best  perfor- 
mance for  the  last  three  years. 

These  high  yields  were  not  obtained  in 
Brazil  alone.  Pactual  has  recently  returned 
to  its  investors  in  Italy  profits  of  24%  and 
to  those  in  Germany  profits  of  22%.  The 
bank's  deft  management  of  the  turbulent 
market  has  often  produced  good  returns. 
"We  bought  Telebras  stocks  for  just  $.60," 
says  Fernandes  of  shares  bought  in  the 
state-owned  telecommunications  company. 
I  hey  reached  $42  afterwards.'' 

In  only  four  six-month  periods  have 
I  s  net  profits  been  smaller  than  in 
nods  that  preceded  them.  By  July 
:  hree  weeks  into  the  second  half  of 
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this  year,  Pactual  had  alread\  amassed 
$24  million  in  profits  for  that  period. 

Apart  from  the  management  of  finan- 
cial resources,  Pactual  has  a  strong  pres- 
ence in  mergers  and  acquisitions.  Its  portfo- 
lio in  this  area  now  includes  lb  buy  and  sell 
proposals,  involving  companies  with  total 
yearly  revenues  of  $1 .2  billion.  Unlike 
other  banks,  Pactual  does  not  buy  any 
stock  in  the  companies  it  handles  during 
mergers  and  acquisitions  operations. 

"We  think  this  would  be  a  conflict  of 
our  clients1  interests,"  explains  Fernandes. 
Instead,  the  company  is  planning  to 
launch  a  merchant  bank  with  an  indepen- 
dent management  that  will  be  able  to 
make  significant  stock  transactions  on 
behalf  of  clients.  "The  bank  will  be  estab- 
lished will)  a  portfolio  in  the  range  of  $1 
billion,''  savs  Fernandes. 

In  the  coming  years,  Banco  Pactual 
sees  the  Brazilian  economy  on  a  steady, 
uninterrupted  course  of  growth.  "  Perhaps 
Brazil  doesn't  generate  positive  economic 
and  financial  news  with  the  same 
frequency  as  other  countries  on  the  conti- 
nent,' acknowledges  Fernandes, 
who  adds  that  it  frequently 
requires  extra  effort  to  inform 
prospective  clients  of  the  coun- 
try's opportunities.  "However, 
facts  are  little  by  little  showing 
that  one  cannot  ignore  Brazil  as  a 
business  opportunity.  Among  the 
500  biggest  Latin  American 
companies,  255  are  in  Brazil. 
Its  economy  represents  45%  of 
continental  production  of  goods 
and  services." 

Those  opportunities  could 
increase  with  new  developments 
in  privatization.  Compared  to 
Argentina,  which  embarked  on  a 
massive  privatization  program 
several  years  ago,  Brazil  has  made 
only  limited  forays  into  that  area. 
But  privatization  is  likely  to  pick 
up  in  Brazil,  where  state-owned 
companies  that  generate  electricity 
w  ill  be  of  particular  interesl  to 
foreign  investors. 

With  04  major  clients  — 
global  investment  magnate  George 
Soros  among  them  —  Banco 
Pactual  is  preparing  to  meet  the 
(inure,  having  successfully  navi- 
gated a  turbulent  period  in  Brazil 
ihai  mam  investors  had  consid- 
ered to  be  a  lost  decade. 


Banco  do  Brasil  —  or  BB.  as  the  bank  is 
called  —  is  one  of  the  most  heavib  trade 
companies  on  Brazil's  stock  exchanges. 
Although  the  bank  attracts  a  large  muni 
of  individual  shareholders,  its  largest 
shareholder  is  the  Brazilian  government 
itself.  It  is  also  the  largest  lender  to  the 
national  treasury,  with  a  credit  of  about 
$7  billion.  Citicorp  is  Brazil's  second- 
biggest  creditor,  with  $4  billion. 

Through  a  network  of  branches  at 
international  financial  centers  and  in 
major  cities  around  the  world.  Banco  do 
Brasil  is  becoming  a  powerful  instrumen 
to  attract  foreign  investments  to  the  com 
try.  In  the  domestic  market.  BB  is  a  maj< 
lender  to  the  agricultural  sector. 

As  of  this  year.  Banco  do  Brasil  stoc 
has  risen  in  value  by  more  than  70%  wh 
measured  in  dollars,  according  to  the  ba 
president.  Alcir  Calliari.  who  agreed  to  t 
following  interview: 


LUIS  CESAR  FERNANDES, 
PRESIDENT  DF  BANCO  PACTUAL 


ODEBRECHT  MAKES  SOME  POINTS 
YOU  SHOULD  KNOW  ABOUT 
ITS  WORLDWIDE  OPERATIONS. 


GREEN  POINTS: 


Odebrecht  is  present  in  these  20  countries  through  its  engineering,  construction  and  industrial  erection  companies  and 
those  specialized  in  engineering  for  the  oil  and  natural  gas  industries,  automation  and  telecommunications,  at  work 
on  large-scale  projects  such  as  hydroelectric  plants,  subways,  overpasses,  highways  and  offshore  oil  platforms  and  much 
more.  These  countries  are  Angola,  Argentina,  Bolivia,  Brazil,  Chile,  China,  Colombia,  Costa  Rica,  Ecuador,  Germany, 
Mexico,  Mozambique,  Peru,  Portugal,  Singapore,  South  Africa,  United  Kingdom,  United  States,  Uruguay  and  Venezuela. 


YELLOW  POINTS: 


Odebrecht  is  present  in  these  49  countries  through  the  exportation  of  chemical  and  petrochemical  products: 
Argentina,  Australia,  Barbados,  Belgium,  Bolivia,  Canary  Islands,  Chile,  Colombia,  Costa  Rica,  Dominican  Republic, 
Ecuador,  Egypt,  France,  Germany,  Honduras,  Hong  Kong,  India,  Indonesia,  Iran,  Israel,  Italy,  Ivory  Coast,  Japan, 
Jordan,  Kuwait,  Mexico,  Netherlands,  New  Guinea,  Nigeria,  Norway,  Pakistan,  Paraguay,  Peru,  Philippines,  Portugal, 
Saudi  Arabia,  Singapore,  South  Africa,  South  Korea,  Spain,  Thailand,  Trinidad  and  Tobago,  Turkey,  United  Arab 
Emirates,  United  Kingdom,  United  States,  Uruguay,  Venezuela  and  Zimbabwe. 

ODEBRECHT 

Engineering,  Chemicals,  Automation, 
Telecommunications  and  Forestation. 


BRAZIL 


Q:  Has  Banco  do  Brasil  found  it 
easier  to  attracl  financial  resources 
from  abroad,  following  the  agreement 
between  the  Brazilian  government  and 
its  external  creditors?  Have  interest 
rates  gone  down? 

A:  In  fact  we  have  been  noticing  a 
gradual  improvement  in  the  conditions 
offered  lo  our  foreign  branches.  Interest 
rates  were  slightly  reduced,  although 
Banco  do  Brasil  has  alwavs  operated  in 
markets  abroad  under  more  favorable 
conditions  than  other  Brazilian  banks. 
Lengthening  of  terms  was  the  most 
noticeable  change  after  the  agreement 
with  international  creditors. 

Q:  Has  the  bank  improved  its  exter- 
nal operations?  Could  you  mention  figures 
to  show  the  recent  evolution  of  assets? 

A:  The  evolution  of  Banco  do  Brash's 
total  assets  was  as  follows:  $60.4  billion  as 
of  December  1992,  $62.4  billion  as  of 
June  1993,  $65.0  billion  as  of  December 
1993,  $65.3  billion  as  of  June  1094. 

Q:  How  many  small  stockholders 
does  Banco  do  Brasil  have?  What  is  the 
return  they  receive  on  their  investment? 
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A:  The  bank  has  a  total  of  500,000 
stockholders,  of  w  hich  350,000  are 
considered  small  investors  who  own  less 
than  5,000  shares  apiece.  Profitability  of 
stocks  as  of  August  17.  1 664  was 
70.63%  in  dollar  terms. 

Q:  The  bank  is  enlarging  its  operations. 
Which  branches  are  selling  BB  traveler's 
checks  to  people  en  route  to  Brazil? 

A:  Banco  do  Brasil  traveler  s  checks 
are  already  sold  at  branches  in  Buenos 
Aires,  Asuncion  and  Montevideo  —  among 
the  Mercosur  partners  —  and  also  in  New 
York,  Miami,  San  Francisco  and  Los 
\ngele>  The)  will  soon  be  found  at  every 
BB  branch  outside  of  Brazil.  Starting  in 
September,  20  branches  of  Argentina's 
Banco  de  la  Nacion  will  also  sell  them  in 
that  country. 


COM  PAN  HI  A  SIDERURGICA 
NACIONAL:  REINVENTING 
A  STEEL  CDMPANY 


The  giant  steel  corporation,  Companhia 
Siderurgica  Nacional  (CSN),  which  was 
privatized  by  the  government  in  April 
1993,  has  grown  over  the  last  year  to 
become  the  largest  private  enterprise  in 
Brazil,  according  to  Fundacao  Getulio 
Vargas,  one  of  the  most  respected  insti- 
tutions for  economic  research  in  Brazil. 

Privatization,  it  appears,  has  led  to 
a  massive  turnaround  in  the  company's 
fortunes.  With  shared  control  of  its  capital, 
it  has  emerged  from  the  brink  of  bank- 
ruptcy and  has  rebounded  to  become  one 
of  the  most  promising  growth  companies 
in  Brazil. 


Before  privatization,  (he  company 
weathered  a  decade  of  turbulence  that 
nearly  led  to  its  dissolution.  In  the  grim 
year  of  1660.  lor  example,  relations  wii 
workers  had  deteriorated  so  much  that 
out  ol  everv  10  employees  had  filed  onij 
sort  ol  lawsuit  or  another  against  their 
employer.  In  the  years  stretching  from 
1985  to  1991,  the  company  went  throtj 
12  lull-scale  strikes  —  an  average  of  oi 
eveiy  six  months. 

Earlier  in  the  century,  (iS\  stood 
symbol  of  modern  Brazilian  industrials 
tion.  The  country  was  founded  in  the 
1  (H()s.  after  some  frustrated  attempts  bj 
the  govenunent  to  attract  investments  h 
L.S.  Steel.  W  hen  that  failed,  the  govern- 
ment decided  to  proceed  with  the  projec 
establishing  a  steel  industry  on  its  own. 

In  recent  years,  however,  the  comp 
lost  funding  from  the  Brazilian  Treasur 
and  nearlv  collapsed.  But  the  climax  of 
CSN  crisis  coincided  with  the  start  of  tH 
country's  privatization  program.  In 
November  1661,  the  government  succd 
fully  sold  off  the  I'siminas  steelworks  ii 
Brazil,  and  CSN  s  new  management 
quickly  positioned  itself  for  privatizatio 
Nearlv  6, 000  workers  were  dismissed.  ; 
coal  mines  in  southern  Brazil  were  clos< 
because  the  ore  they  supplied  was  morfl 
expensive  than  ore  that  could  be  impor 
from  the  U.S. 

Today,  the  situation  in  CSN  is  rac 
•  ally  different  from  that  of  1990. 
Through  greater  efficiency,  steel  produ 
tion  costs  have  dropped  from  $298  to 
$166  per  ton  —  the  lowest  in  the  work 
The  company  expects  to  earn  a  profit  c 
$1.7  billion  this  year,  of  which  30%  wi 
come  from  exports  to  64  countries, 
including  the  U.S.,  which  is  CSN's  bigg 
overseas  market.  In  the  first  half  of  tin 
year,  net  profits  registered  $43  million, 
which  is  surprisingly  strong  considerin 
that  the  forecasted  profits  for  the  entire 
year  amounted  to  only  $60  million.  By 
contrast,  net  profits  in  the  first  half  of] 
year  amounted  only  to  S2  million. 

Next  year,  the  company  [dans  lo 
begin  construction  of  a  thermoelectric 
power  plant  that  w  ill  supply  about  half 
power  needs.  This  could  further  reduce 
production  costs,  since  energy  is  the 
second  most  expensive  item  in  the  cost  ■ 
production.  At  a  cost  of  $200  million.  I 
power  plant  is  expected  to  be  the  largesi 
industrial  investment  in  Estado  do  Bio  < 
Janeiro  in  1995. 


The  Japanese  Diet 
To  Get  Fat  Overseas. 


When  it  comes  to  investing  in 
high  technology  in  Latin  America, 
the  Japanese  know  best  how 
to  avoid  getting  trapped  in 
fishy  business. 

The  Telebras  Corporation  has 
consistently  proven  to  be  an 
excellent  deal  for  investors  in 
search  of  lucrative  returns. 
That  is  one  reason  why  major 
investment  banks  consider  the 
telecommunications  company 
Telebras  to  be  a  low  risk  in 
today's  world. 

As  of  October  1991, Telebras 
resumed  its  activities  in  the 
foreign  market  with  profits 
amounting  to  US$817  million.  Of 
this  total,  US$187  million  —  or 
20  billion  yen  —  were  obtained 
from  the  Japanese  market. 


constituting  the  first  international 
security  acquisition  of  a  Latin 
American  company  by  Japan. 
Telebras  is  the  fourth-largest 
open  capital  corporation 
in  Latin  America  and  ranks 
eleventh  among  the  world's 
telecommunications  companies. 

In  addition  to  being  a  leader 
on  the  Sao  Paulo  stock  exchange 
(Bovespa),  in  October  1992, 
Telebras  started  the  American 
Depository  Receipt  Program 
(ADR)  -  level  1,  which  trades 
today  on  the  American  over-the- 
counter  market  at  more  than 
US$200  million  per  month. 

Through  28  affiliates  —  27 
state  owned  —  Telebras  is  inter- 
connected throughout  Brazil  and 
consistently  exhibits  the  highest 


standard  of  international  quality. 

Telebras'  market  value  has 
few  equals  in  today's  financial 
jungle.  Roaring  with  an  Oriental 
discipline, Telebras  is  now  one 
of  the  most  advanced  long 
distance  telecommunications 
corporations  in  the  world.  The 
numbers  speak  for  themselves: 
Telebras  boasts  320,000  pay 
phones,  7,420  kilometers  of  optic 
fibers,  300,000  cellular  phones 
and  25,000  inductive-card- 
operated  pay  phones. 

Six  million  shareholders  can 
attest  to  the  success  of  this 
Brazilian  corporation.  Telebras  is 
a  feast  in  a  world  starving  for 
safe  investments. 
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70313-900  ■  BRASILIA  -  DF  •  BRAS1L 
PRE.S1DENC1A    TEL.  (055-061)  215-2120 
FAX.  (055-061  )  322-1213 


BIG  BUSINESS 


BEYOND  SAFETY. 


BRAZIL 


In  addition  to  keeping  production 
costs  low,  CSN  has  beaten  all  production 
records  this  year  by  reaching  nominal 
capacity  of  4.6  million  Ions  of  liquid  steel. 
In  1995.  production  may  reach  5.1  tons  a 
year,  with  a  production  goal  of  t»  million 
tons  set  for  the  year  2000.  This  will  main- 
tain CSN's  position  as  the  largest  steel  mill 
in  Latin  America. 


OPPORTUNITY  ASSET 
MANAGEMENT:  YIELDING 
HIGH  PROFITS  IN 
INVESTMENT  FUNDS 


Following  a  stock  rearrangement  a  year 
ago,  Banco  Icatu's  external  operations 
department  broke  off  and  became  a 
fullv  independent  company  known  as 
Opportunity  Asset  Management.  With 
this  new  identity,  the  company  showed 
startling  success:  The  stock  fund  it 
manages  returned  a  net  profitability 
after  fees  and  taxes  of  155.6% 
by  the  end  of  1993.  This  was 
the  best  return  among  all  off- 
shore funds  last  year,  according 
to  a  ranking  by  the  U.S. 
Funds  Directory. 

Asset  Management  s  main 
shareholder  is  Daniel  Dantas, 
who  for  many  years  had  been 
the  chief  representatiye  for  the 
Almeida  Braga  family  at  Banco 
Icatu.  That  partnership  made  it 
possible  for  Banco  Icatu  to 
become  one  of  the  most  active 
merchant  banks  in  Brazil  after 
just  eight  years  of  operations. 
Dantas,  who  began  as  an  expert 
in  futures  markets,  became  well 
known  in  business  and  financial 
circles,  and  his  name  has  been 
mentioned  repeatedly  as  a 
candidate  to  lead  the  challenging 
finance  ministry. 

Opportunity  Asset  Management's 
_   i  Mock  fund  has  assets  of  about  $300 
illion.  \\  liirh  arc  serv  iced  by  .IP  Morgan 
'i I  as  well  as  by  Midland  Bank  in  the 
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Cayman  Islands.  Investors  —  both  individ- 
uals and  corporations  —  have  a  w  ide  range 
of  options,  with  a  minimum  investment 
requirement  of  $20,000.  The  company 
also  manages  a  fixed  income  fund,  an  open 
portfolio  and  sectoral  stock  funds. 

Supervising  the  stock  funds  division 
is  Dantas  sister:  Veronica  Valente  Dantas. 
In  1989,  her  career  in  commodities  in  a 
trading  company  was  eclipsed  by  a  growing 
interest  in  stocks.  Veronica  thinks 
privatization  is  turning  stock  funds  into 
one  of  the  best  investment  opportunities  in 
Brazil.  She  maintains  that  when  state 
companies  go  private,  they  usually  grow 
quickly,  allowing  excellent  returns  on  the 
money  invested. 


THE  RIO  STOCK 
EXCHANGE: 
ATTHE  EPICENTER  DF 
PRIVATIZATION 


In  1995,  the  Bio  de  Janeiro  Stock  Exchange 
will  celebrate  its  150th  anniversary  —  an 
unusual  landmark  in  a  relatively  young 
country  such  as  Brazil,  where  few  institu- 
tions can  trace  their  lineage  back  to  the 
19th  century.  Although  the  stock  exchange 
has  been  at  the  center  of  Brazil's  economic 
evolution  in  the  past,  some  see  its  glory 
days  as  vet  to  come.  Success  of  the  country's 
nascent  privatization  program,  economists 


advances  in  the  trading  values  of  the  speci 
companies  sold  by  the  Brazilian  govemme 
They  can  also  be  seen  in  the  positive 
impact  on  public  finance  in  general. 
From  November  1991  to  . Inly  1994.  for 
example,  the  federal  government  had 
accrued  $7.2  billion  from  the  sale  of  sta 
owned  companies.  Many  of  these 
companies  —  such  as  the  CSN  steelwork^ 
—  had  been  mired  in  debt  and  sluggish 
profits.  Following  privatization,  these 
companies  now  pay  taxes  and  contribut 
to  the  increased  productivity  of  the 
economy  as  a  whole. 

With  privatization,  a  number  of 
these  companies  opened  themselves  up 
to  public  trading,  and  quickly  became 
blue-chip  investments  on  the  stock 
exchange.  To  facilitate  national  partici 
pation  in  the  privatization  program,  cat 
ried  out  through  public  auctions  of 
shares,  the  Bio  Stock  Exchange  createcj 
system  known  as  SENN.  This  links  all 
the  exchanges  in  the  country  and 
expands  the  playing  field  for  brokers  n 
matter  where  they  are  located. 

Already,  SENN  produces  transac- 
tions amounting  to  between  $25  millip 
and  $30  million  daily.  But  the  chairm 
of  the  Bio  Stock  Exchange.  Carlos  Beis 
believes  that  amount  could  climb  highi 
as  the  economic  stabilization  program 
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hope,  will  be  measured  by  a  steady  climb  in 
stock-market  indicators  there. 

But  the  benefits  of  the  privatization 
program  so  far  have  not  been  limited  to 


takes  hold  and  inspires  new  interest  in 
stocks  among  individual  investors.  As 
an  added  incentive,  Beis  has  advocated 
a  change  in  the  tax  svstem  to  exempt 
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Irofits  mi  stocks  that  are  held  for  six 
noui  hs  or  longer. 

A  larger  influx  of  individual  investors 
all  he  of  particular  benefii  in  the  Rio 
Stock  Exchange,  which  has  historically 
icrvcd  a  larger  number  of  individual 
Itockholders  than  Brazil  s  other 
pchanges.  The  Sao  Paulo  Slock 
Ivxchange,  for  instance,  is  responsible 
or  80%  of  business  volume,  and  has 
ays  been  the  exchange  of  choice  for 
lulional  investors. 


Ord. 


UN  I  BAN  CD: 
A  COMMITMENT  TD 
INVESTMENT 
BANKING  AND 
INVESTMENT  SERVICES 


While  most  Brazilians  think  of  Unibanco 
p-  Uniao  de  Bancos  Brasileiros  SA  —  as 
te  of  the  largest  retail  banks  in  their 
,unlr\.  the  business  eonunimitv  also 
utifies  il  as  a  major  player  in  whole- 
^  banking,  with  a  long  history  of 
f  ixation  in  investment  banking  and 
'slineni  services. 
In  this  vear  of  its  7()lh  anniversary, 
Jnibanco  ranks  as  Brazil's  fourth-largest 
jrivate-sector  bank,  with  a  net  worth  of 
$740  million  and  total  assets  of  $9.6 
lillion.  as  of  June  30.  l()()-t.  Controlled  by 
Crupo  Moreira  Salles,  Unibanco  i>  a  pub- 
licly traded  company  whose  international 
shareholders  include  the  Dai-Ichi  Kangyo 
Bank  Ltd.,  Commerzbank  AG  and  Bank 
of  America.  I  Jnibanco  also  became  one  of 
the  controlling  shareholders,  via  privati- 
zation of  Siderurgica  Tubarao.  Recentlv. 
die  bank  announced  an  alliance  with 
Blockbuster  Entertainment  Company  to 
develop  the  Blockbuster  Video  business 
in  Brazil. 

Unibanco  has  consistently  shown 
leadership  and  innovation  in  the  capital 
markets.  In  1957  it  launched  the  first 
mutual  fund  for  domestic  stocks.  In 
1975,  it  became  one  of  the  first  man- 
agers of  foreign  portfolios  in  Brazil. 
Currently,  Unibanco  provides  broker- 
age, custodv  and  asset  management 
services  to  major  international  institu- 
tional investors. 

In  line  with  a  tradition  of  leadership 
in  the  domestic  capital  markets  in  199;$. 
Unibanco  acted  as  lead  manager  for 
more  than  19%  of  primary  and  sec- 
ondarv  offerings  of  debl  and  equit)  . 
In  addition,  Unibanco  was  coleader  or 
comanager  in  Eurobond  issues  worth 


more  than  $2.5  billion  for  top  companies 
operating  in  Brazil  and  has  consistently 
stepped  up  its  corporate  advisors 
execution  capabilities  to  assist  clients  in 
mergers,  acquisitions  and  privatizations. 

The  1990s  are  a  time  of  a  profound 
change  in  Brazil's  economy.  Rational- 
ization, cost-effectiveness  and  interna- 
tional competitiveness  have  become  the 
bywords  of  corporate  success.  To  this 
Fernando  Sotelino,  head  of  investment 
hanking  for  Unibanco,  adds,  "The  Real 


Plan  will  reinforce  these  megatrends, 
resulting  in  increasingly  attractive 
investment  opportunities.  Our  role  is 
to  help  clients  position  themselves  best 
in  this  rapidly  changing  environment." 
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WHEN  YOU  OWN  A 
COMPANY  THAT  EARNS  NEARLY 
TWO  BILLION  DOLLARS  A  YEAR, 
YOU  CAN'T  HELP 
SMILING  ALL  THE  TIME 

^^hen  CSN  became  a  private 
industry,  most  of  its  employees 
became  shareholders  of  the 
company.  And  when  the  owners 
of  a  company  are  working  and 
producing  for  it,  it  can't  help  being 
successful.  Today,  after  a  little  more 
than  a  year  of  privatization,  CSN 
is  a  much  more  modern  company, 
concerned  with  social  and 
environmental  issues.  Above  all, 


it  became  highly  profitable. 

s 

By  the  end  of  the  year,  it  will  have  i 
produced  a  total  of  4  million  600  8 
thousand  tons  of  molten  steel  with 
a  level  of  quality  guaranteed  by 
ISO  9002  certification,  which  will 
be  exported  to  more  than  60 
countries.  In  1994  alone,  this 
production  will  account  for  a  net 
income  of  approximately  $  1.8 
billion.  All  this  is  the  result  of  a 
modern  approach  to  management 
and  the  dedicated  efforts  of  each 
employee,  of  each  of  CSN  owner. 


COMPANHIA  SIDERURGICA 
NACIONAL 


Brazil. 

Nobody  knows  this  emerging 
market  as  deeply  as  we  do. 


The  history  of  Brazilian  business  and  economy,  as  it  happens.  You'll  find  it  all  in 
Exame  Group.  Investigative,  no-nonsense,  accurate  inside  information  you  won 't  find 
anywhere  else.  Published  by  Abril,  the  foremost  publishing  corporation  of  Latin 
America,  the  Exame  Group  titles  include: 

Exame  magazine,  the  largest  and  most  influential  business  publication  in  Brazil 
with  a  circulation  of  145,000. 

Informdtica  Exame,  by  far  the  best-selling  computer  magazine  in  the  country,  with 
200,000  circulation. 

Vip  Exame,  the  executive's  lifestyle  magazine,  200,000  circulation. 

Melhores  e  Maiores,  the  who's  who  of  Brazilian  economy,  with  an  inside  look  into 
the  500  biggest  companies  in  Brazil  and  the  annual  ranking  of  the  business  with  best 
performance  in  3/  areas  of  the  economy. 

Exame  Video,  video  tapes  covering  vital  aspects  of  marketing,  management, 
business  travel,  info  management,  competitiveness. 

Exame  Seminars,  several  important  business  and  economic  conferences  in  1994. 
In  1995,  this  division  of  the  Exame  Group  will  also  organize  and  coordinate  Brazilian 
business  delegations  abroad. 

Next  time  you  need  to  reach  the  right  target  with  your  message,  or  just  to  get  the 
most  comprehensive  information  without  feeling  lost,  think  about  the  Exame  Group. 


Grupo 


EXAME 


Brazil  -  Av.  Otaviano  Alves  de  Lima,  4400.  CEP  02gog-goo.  Sao  Paulo.  SP.  Phone:  55(11)  877-1485.  Fax:  55(11)  877-1388 
International  -  Global  Advertising,  Inc.  218  Olive  Hill  Lane.  Woodside,  CA  94902.  USA. 
Phone:  (415)  851-2408.  Fax:  (415)  851-2408. 


Retired  hockey  executive  Ray  Miron's  son  was  turned  down 

[when  he  tried  to  buy  a  minor  league  franchise. 

To  heck  with  them.  He  and  his  dad  started  their  own  league. 

Do-it-yourself  hockey 


By  R.  Lee  Sullivan 

Player  strikes  and  hassles  over  salary 
caps  and  revenue  sharing  are  not 
problems  that  Ray  Miron  has  to  worry 
about.  Miron  is  founder,  part-owner 
and  president  of  the  Tulsa- based  Cen- 
tral Hockey  League,  a  successful  yet 
very  minor  league  outfit  that  fields 


seven  teams  with  names  like  the  Wich- 
ita Thunder  and  the  Dallas  Freeze. 

"What  kind  of  problems  would  you 
expect  us  to  have?"  Miron  exclaims. 
"We  don't  have  any  local  owners!" 

The  National  Hockey  League  this 
is  not.  CHL  teams  travel  by  bus  and 


stay  in  $30-a-night  motels.  The  119 
players,  mostly  career  minor  leaguers 
on  their  last  legs,  earn  only  about 
$335  a  week,  some  3%  of  what  an 
average  NHL  player  makes.  Yet  they 
are  scrappy  competitors.  Explains  Ray 
Miron's  42-year-old  son,  Monte,  a 


Central  Hockey 
League  founder 
and  president, 
Ray  Miron 
"What  kind  of 
problems  would 
you  expect  us 
to  have?  We 
don't  have  any 
local  owners!" 
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Lufthansa 


It's  even  nicer  to  see 
are  of  you. 


ervations  and  information  call  1  -800-645-3880  or  see  your  travel  agent.  Accrue  or  redeem  miles  in  either  Lufthansa 


et  is  one  of  the 
nice  to  know 
ger  than  some 
n  airline  take 


or  flights  operated  by  our  global  partnerUj-tited  Airlii 


Central  Hockey  League 


Fort  Worth  Fire  goalie  Corwin  Saurdiff  makes  a  save  against  the  Dallas  Freeze 
Lousy  pay  but  plenty  of  action. 


former  minor  league  defenseman, 
coach  and  general  manager  who 
serves  as  league  commissioner: 
"Their  dream  is  over  if  they  don't 
make  it  here." 

The  fans  seem  to  love  it.  Last  season 
attendance  averaged  5,900  a  game, 
up  13%  from  the  league's  first  year. 
The  popular  Oklahoma  City  Blazers 
regularly  draw  crowds  over  10,000  a 
game — more  than  ailing  NHL  teams 
like  the  Hartford  Whalers  and  the 
Ottawa  Senators  usually  attract. 
Crowds  in  Oklahoma  City  and  Tulsa 
help  subsidize  teams  like  the  Dallas 
Freeze  and  the  Fort  Worth  Fire, 
which  arc  having  a  tougher  time 
building  a  following. 

Charging  $7  to  $10  a  ticket,  the 
league  takes  the  whole  gate  and  lets 
the  rented  arena  take  nearly  all  of  the 
concession  money.  In  the  black  from 
its  first  face-off  two  years  ago,  the  CHL 
earned  more  than  $1  million  last  sea- 
son, pretax,  on  revenues  of  $10.6 
million. 

Ray  Miron,  now  71,  has  been  a 


hockey  man  all  his  life.  A  native  of 
Cornwall,  Ont.,  he  grew  up  playing 
center  in  the  local  youth  hockey 
league,  and,  after  high  school,  began 
working  his  way  up  through  the  low 
minor  leagues.  After  injuring  his  leg 
on  the  ice  in  1944,  at  age  21,  Miron 
shifted  to  the  front  office  and  by  the 
late  1970s  had  worked  his  way  up  to 
general  manager  with  the  National 
Hockey  League's  Denver  franchise; 
from  1983  to  1987,  he  served  as 
commissioner  of  the  Atlantic  Coast 
Hockey  League. 

Retired  at  age  64  with  a  comfort- 
able pension  from  the  NHL,  Miron  was 
soon  itching  to  get  back  into  the 
game.  In  1991  his  son  contacted  the 
semipro  United  States  Hockey 
League  about  buying  a  franchise  in 
Oklahoma  City.  The  organization 
turned  him  down  fiat.  Hockey  in 
Oklahoma?  What  a  laugh. 

Let  them  laugh,  Ray  Miron  decid- 
ed. He  had  a  hunch  that  hockey 
would  take  off  in  the  1990s  as  basket- 
ball had  in  the  1980s.  Ever  since 


Wayne  Gretzky  left  the  Edmontoi 
Oilers  and  signed  with  the  Los  Ange 
les  Kings  in  1988,  hockey  had  beer 
taking  hold  even  in  warm  climates. 

So  Miron  dusted  off  a  plan  he  anc 
another  hockey  old-timer,  Williarr 
Levins,  had  hatched  back  in  the  mid 
1960s  for  a  centrally  owned  league 
Levins,  who  died  three  years  ago, 
never  saw  his  idea  get  off  paper,  but 
Miron  proceeded.  He  contacted  two 
potential  investors  who  had  interest^ 
in  other  minor  league  hockey  teams, 
plus  a  few  other  investors,  raising  $1 
million  in  startup  for  a  six-team 
league.  As  the  promoters,  the  Mirons 
who  put  up  no  cash  of  their  own,  hold 
minority  stakes. 

Miron  convinced  city  fathers  in| 
Dallas,  Fort  Worth,  Memphis,  Okla- 
homa City,  Tulsa  and  Wichita  to  re- 
furbish their  local  arenas  for  hockey, 
and  grant  leases  to  the  Central  Hock-j 
ey  League.  "A  lot  of  them  didn't 
think  we'd  last  until  Christmas,"  saysl 
Miron.  In  Dallas  the  Central  Hockey 
League  had  to  spend  $100,000  to 
repair  icemaking  equipment;  another 
$250,000  went  for  sticks,  skates,  pads 
and  pucks  for  the  league. 

Would  it  fly?  It  sure  did.  Miron  wasl 
vindicated  the  very  first  weekend  of 
the  1993  season,  when  the  Memphis 
River  Kings  drew  nearly  10,000,  sell- 
ing out  both  the  stadium  and  the  beer 
vendors. 

Remembering  how  overexpansion 
and  costly  plane  flights  between  far- 
flung  games  killed  the  original  Cen- 
tral Hockey  League  in  1984,  tightfist- 
ed  Ray  Miron  is  expanding  his  league 
slowly.  Though  several  sites  in  Kansas 
and  Louisiana  could  support  teams — 
and  still  be  within  driving  distance — 
Miron  will  add  just  one  team  to  the 
league  this  year,  the  San  Antonio 
Iguanas. 

Why  not  sell  franchises  for  the  oth- 
er sites?  Miron  says  that  he's  had 
plenty  of  offers,  but  he's  turned  them 
down,  cutting  would-be  owners  off 
short,  saying,  "We  don't  need  your 
money!"  While  franchises  would  en- 
rich his  league's  coffers  in  the  short 
run — Miron  could  probably  get  more 
than  $1  million  for  a  new  team  fran- 
chise— in  the  long  run  new  owners 
would  drive  up  salaries  and  drive 
down  profits.  "It's  more  profitable 
this  way,"  declares  Miron.  "And  it's  a 
lot  fewer  headaches."  Bi 
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The  threat  of  health  care  mandates  may  have  passed, 
but  the  Labor  Department  is  about  to  unveil  its  most 
ambitious—and,  for  companies,  most  expensive— 
OSHA  rules  ever. 

Ergopolitics  101 


By  Janet  Novack 

In  1988  the  federal  Occupational 
Safety  &  Health  Administration— 
OSHA — levied  nearly  $1  million  in 
penalties  against  Pepperidge  Farm, 
for  allegedly  forcing  workers  on  a 
cookie  line  to  perform  too  many  re 
petitive  hand  motions,  osha  inspec- 
tors charged  the  employer  was  expos- 
ing its  workers  to  so-called  cumula- 
tive trauma  disorders,  such  as  carpal 
tunnel  syndrome  and  tennis  elbow. 

Pepperidge  Farm  contested  die 
fines,  and  last  year  an  administrative 
law  judge  threw  diem  out.  Medical 
experts,  he  ruled,  didn't  know  how 
much  Pepperidge  Farm  would  have 
to  slow  its  line  to  reduce  the  risk,  and 
OSHA  couldn't  force  the  company  to 
experiment. 

But  the  judge  added  a  kick- 
er: If  osha  wrote  "ergo 
nomics"  regulations  set- 
ting standards,  then  the 
agency  could  force  em- 
ployers to  experiment, 
with  little  regard  to  the 
costs. 

No  surprise,  then, 
that  sometime  after 
the  November  elec- 
tion, OSHA  plans  to 


propose  its  most  far-reaching  rule 
ever,  an  ergonomics  regulation  de- 
signed to  protect  Americans  from  the 
strains  and  pains  of  work.  Coined  in 
1949,  "ergonomics"  is  a  fancy  term 
for  designing  jobs  and  tools  to  fit  the 
physical  and  psychological  limits  of 
people.  It's  a  big,  broad  and  very 
expensive  concept  that  can  reach  into 
every  aspect  of  work  in  a  society. 
The  reach  of  osha's  crgonomic 

rules  will  come  as  a  shock  to  

many  businesses,  particu- 
larly white-collar  employ 
ers  that  have  had  few 
dealings  with  osha  in 


the  past.  Assuming  the  new  rules  an 
adopted  (they  can  simply  be  issue< 
alter  a  public  comment  period  with 
out  the  messiness  of  congressional 
approval),  employers  will  be  requirec 
to  continuously  survey  and  "fix"  job 
deemed  "risky"  by  osha. 

'Fhe  list  of  such  jobs  is  virtualijj 
endless.  It  would  include  jobs  thai 
require  workers  to  repeatedly  lift 
heavy  loads;  use  hand-held  vibratinj 
or  impact  tools  for  too  long;  make  toe 
many  awkward  or  repetitive  motions] 
or  type  too  long  at  a  computer  key 
board  without  an  adjustable  chair  anc 
desk  and  without  control  over  th< 
pace  of  work.  These  activities,  accord 
ing  to  osha's  sister  agency,  the  Na| 
tional  Institute  for  Occupational 
Safety  &  Health  (Niosh),  can  cause  01 
aggravate  more  than  160  musculo 
skeletal  and  nervous  system  disorders 
from  back  pain  to  joint  pain  to  necM 
pain  to  tendinitis. 

To   reduce   ergonomic  hazardsi 
Niosh  staffers  say,  employers  may 
need  to  buy  new  tools  and 
equipment — sales  of  office  furni- 
ture in  particular  could  get  a  big 
boost  (see  following  story).  They 
also  suggest  employers  give  work- 
ers more  breaks;  automate  some 
tasks  now  done  manually: 
and    even  reduce 
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We've  been  known  to  send  some  people's  garbage 
right  back  to  their  house. 


It  may  come  back  to  light  a  room,  cook  your  food,  or  even  heat  your  home.  Because  all 
that  garbage  you  threw  out  actually  had  a  lot  of  energy  in  it. 

Energy  that,  once  the  garbage  is  in  a  landfill,  is  released  as  methane.  Methane  is  just  like 
natural  gas.  It's  a  clean-burning  fuel.  Good  enough  to  fuel  turbines  that  run  power  generators. 
Like  the  4,000-kilowatt  generators  that  supply  13,000  people  in  Geneva,  Illinois  with  electric- 
ity. All  from  the  local  landfill.  Or  the  generators  at  the  29  other  sites  around  the  country  where 
we  capture  methane  to  generate  power. 

Last  year  alone,  we  produced  enough  energy  from  methane  to  save  1.9  million  barrels  of 
oil.  Not  only  as  electricity,  but  also  as  an  alternative  fuel  to  actually  replace  gas,  oil,  or  coal  for 
industry.  In  1993,  we  sold  it  to  customers  like  a  carmaker  and  a  chemical  company.  All  of 
which  makes  good  use  of  landfill  gas. 

It  comes  from  garbage,  but  it's  nice  to  know  it's  not  going  to  waste. 

What  business  do  we  have  saying  we  help  the  environment?  That  is  our  business. 
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Ergopolitics 

"psychosocial  stresses'"  by  allowing 
workers  more  control  over  how  they 
do  their  jobs  and  limiting  electronic 
monitoring. 

The  new  osha  regulations  will  also 
require  employers  to  monitor  (at 
company  expense)  the  medical  condi- 
tion of  employees  who  report  work- 
related  pains.  Companies  will  be 
forced  to  involve  workers,  through 
committees  or  other  means,  in  assess- 
ing and  fixing  risky  jobs.  Labor  Secre- 
tary Robert  Reich  is  not  personally 
drafting  the  rules,  but  his  antiem- 
ployer  bias  is  stamped  all  over  them. 

The  upcoming  ergonomics  rules 
will  go  far  beyond  the  1990  Ameri- 
cans with  Disabilities  Act.  Under  that 
law,  businesses  must  make  reasonable 
accommodations  for  folks  who  have 
disabling  back  or  other  pain,  and  need 
their  jobs  modified.  Under  the  new 
OSHA  rules,  "'problem"  jobs  will  have 
to  be  fixed  even  for  those  employees 
who  don't  have  trouble  doing  them. 

How  much  will  all  this  cost?  Hard 
to  say  precisely,  but  plenty.  By  way  of 
comparison,  the  sweeping  indoor  air 


quality  regulations  OSHA  proposed  in 
April  affect  fewer  employers,  yet  will 
cost  an  estimated  $8.1  billion  a  year  if 
adopted.  And  that  doesn't  include  the 
cost  of  paying  or  fighting  OSHA  fines 
for  violating  the  rules. 

Joseph  A.  Dear,  the  assistant  labor 
secretary  .who  heads  OSHA,  tries  to 
rationalize  the  upcoming  ergonomic 
rules  this  way:  "We  clearly  intend  to 
propose  a  regulation  whose  benefits 
justify  the  cost."  In  other  words, 
OSHA  will  claim  that  its  rules  will  result 
in  huge  savings  from  reduced  injuries 
and  increased  productivity — a  wishful 
claim  at  best. 

Although  the  Bush  Administration 
actually  started  the  ergonomics  rule- 
writing,  the  Clinton  Administration 
has  made  it  a  top  priority.  The  impe- 
tus for  the  rules  was  a  union  petition 
to  OSHA  and  a  dramatic  increase  in 
reported  work-related  cumulative 
trauma  disorders  such  as  carpal  tunnel 
syndrome. 

Yet  cumulative  trauma  disorders 
represented  less  than  4%  of  workplace 
illnesses  and  injuries  that  required  a 


worker  to  miss  days  in  1992.  Anc 
despite  all  the  concern  about  white 
collar  office  workers  spending  too 
long  in  front  of  their  keyboards  and 
computer  terminals,  blue-collar 
workers — especially  those  in  the  auto 
and  meatpacking  industries — ac- 
count for  two- thirds  of  reported  cu- 
mulative traumas. 

In  any  case,  reducing  cumulative 
trauma  disorders  alone  would  never 
generate  enough  savings  to  pay  for 
the  paperwork  required  by  OSHA's 
proposed  regulation.  Liberty  Mutual 
Group,  the  nation's  largest  workers' 
compensation  insurer,  estimates  that 
cumulative  trauma  disorder  claims 
cost  less  than  $1  billion  a  year. 

So  OSHA  is  gunning  for  bigger 
game:  the  28%  of  workplace  injuries 
attributed  to  "overexertion" — a 
fuzzy  category  if  ever  there  was  one. 
These  injuries  could  easily  cost  work- 
ers' compensation  $20  billion  a  year, 
says  Tom  B.  Leamon,  a  vice  president 
and  research  director  at  Liberty  Mu- 
tual. But  the  problem,  Leamon  con- 
tinues, is  that  too  little  is  known  about 
preventing  musculoskeletal  condi- 
tions to  justify  mandates  or  the  huge 
paperwork  and  other  costs  OSHA's 
rules  will  create. 

"I've  spent  a  long  time  trying  to 
make  jobs  better  and  lighter,"  says 
Leamon,  "but  there  is  amazingly  little 
evidence  to  support  a  mandatory 
standard." 

One  problem  honest  researchers 
like  Leamon  face  is  the  sheer  abun- 
dance of  factors  that  relate  to  muscu- 
loskeletal disorders.  With  people  liv- 
ing, working  and  having  more  fun 
longer,  these  disorders  will  inevitably 
rise.  But  a  worker  is  far  more  likely  to 
blame  his  sore  wrist  on  his  job  than  on 
his  golf  game. 

After  the  new  rules  go  into  effect, 
OSHA  expects  a  further  rise  in  reported 
ergonomic  problems.  Why?  The  rules 
will  encourage  workers  to  relate  their 
pains  to  work  and  to  report  even 
minor  pains. 

Yet  another  problem:  Studies  have 
found  that  people  who  are  unhappy  in 
their  jobs  or  fear  layoff  are  more  likely 
to  report  work-related  musculoskele- 
tal problems.  These  studies,  in  other 
words,  cast  serious  doubt  on  how 
much  of  the  pain  is  really  caused 
simply  by  the  physical  demands  of 
specific  jobs.  Concedes  Dr.  Lawrence 
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You've 


got 

the  phones,  PCs, 

servers, 

LANs  and  WANs. 


Master  new  ways. 


Now,  m  talk 

about  what 


y<M  need. 


Sleep  peacefully  through 
a  2  a.m.  system  alarm. 


Let's  face  it.  The  real  point  of  having  all  that  stuff 
is  so  it  can  work  together  to  let  your  people  do 
more.  And  get  the  results  you  need. 

The  AT&T  Service  Advantage  can  help  make 
it  happen.  By  fitting  your  communications  hard- 
ware and  software  together  like  fingers  in  a  glove. 
Constantly  monitoring  your  systems.  Providing 
nationwide  support  around  the  clock.  And 
training  your  people  to  give  them  the  confidence 
to  use  what  you  have. 

Because  when  people  know  how  to  make 
technology  work,  they  use  it  to  their  advantage. 
They  can  focus  on  what  needs  to  be  done,  instead 
of  how  to  do  it.  They  work  the  way  they  want 


to,  instead  of  how  they  have  to.  And  they  make 
great  things  happen. 

So  call  AT&T  Global  Business  Communica- 
tions Systems  at  1 800  325-7466  ext.  503.  And 
let's  talk  about  making  great  things  happen 
for  your  business. 


AE£E  Where  innovation  leads. 


AT&T 
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Are  you  ready  for 
the  55%  tax? 

If  you  think  your  income  tax  is  high,  consider  what  estate  taxes 
may  do  to  your  wealth.  Will  your  heirs  have  to  forfeit  45%,  55% 
or  more  of  what  you've  worked  so  hard  to  build? 

The  most  cost-effective  tool  yet  devised  to  pay  estate  taxes  - 
without  having  to  deplete  your  assets  -  is  Low-Load  Survivorship 
Life  Insurance  from  Ameritas,  a  107-year-old,  top-rated  company. 

•  NO  Sales  Loads 

•  NO  Surrender  Charges 

•  Full  Disclosure  of  Costs 

•  Experienced  Professional  Guidance 

Why  should  Uncle  Sam  get  the  lion's  share  of  what  you've  spent 
your  lifetime  accumulating?  Call  today  for  a  free  proposal. 

1-800-552-3553 

Don't  buy  life  insurance  until  you  call. 

VERIl^S 

.  ......  A direct-to-consumer service 

Available  in  ,„.,.,,  « 

most  states  ofAmentasLife  Insurance  Corp.  F41024 


Ergopolitics 


Fine,  director  of  Niosh's  division  of 
Surveillance,  Hazard  Evaluations  & 
Field  Studies:  "Both  physical  and  psy- 
chosocial factors  are  important." 

Understandably,  osha's  Barbara 
Silverstein,  the  agency's  ergonomist 
in  charge  of  writing  the  regulations, 
plays  down  both  die  psychological 
aspects  and  the  mushiness  of  the  ergo- 
nomics research.  "It  is  true  that  we  do 
not  know  for  every  tissue,  for  every 
human  being,  under  what  circum- 
stances that  tissue  is  going  to  blow 
out,"  she  says.  "But  that  doesn't 
mean  we  don't  know  enough  to  take 
some  sort  of  a  performance-based  ap- 
proach to  reducing  exposure  to  those 
things  that  we  know  increase  your  risk 
of  musculoskeletal  disorders." 

With  scant  hard  scientific  evidence 
to  go  on,  the  new  rules  will  be  painful- 
ly vague.  They  won't  specify  how 
many  times  per  shift  a  motion  may  be 
repeated,  or  what  model  of  chair  and 
how  many  breaks  a  keyboard  operator 
must  be  given.  Instead,  employers 
( advised  by  workers)  will  use  an  OSHA- 
provided  checklist  to  score  a  job  for 
hazards.  The  employer  then  will  have 
to  change  problem  jobs  to  reduce  the 
potential  for  injuries.  Without  con- 
crete rules,  companies  won't  know 
whether  they're  in  conformance  with 
osha  until  they're  inspected  by  osha, 
which  can  impose  stiff  fines. 

Sighs  Liberty  Mutual's  Leamon: 
"You're  going  to  force  companies  to 
spend  money — and  where's  the  evi- 
dence they'll  be  improving  things?" 
But  then  OSHA  is  an  agency  known  for 
shooting  from  the  hip  rather  than 
waiting  for  scientific  evidence.  Hi 
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Partnerships  In 
Engineering  Excellence 

Zamboni  and  Parker  Hannifin 
Clear  a  Smooth  Path  to  the  Future 


Rarely  does  a  product  achieve  its  purpose  so  well  that 
it  becomes  the  identifier  for  an  entire  industry. 
One  such  product  has  been  built  by  Zamboni,  a  trade- 
mark synonymous  with  the  art  and  science  of  ice 
resurfacing. 

The  company  dates  to  the  1940s,  when  Frank 
Zamboni,  the  builder  and  manager  of  a  California  ice 
rink,  invented  a  machine  that  empowered  one  person 


to  refurbish  ice  quickly  and  efficiently.  The  unique 
machine  shaved  and  cleared  ice,  while  laying  a  thin  film 
of  quickly  freezing  water.  What  had  taken  four  men  an 
hour  and  a  half  of  labor  to  accomplish  now  could  be 
completed  in  minutes,  thanks  to  "the  Zamboni." 

That  ingenuity  has  become  the  hallmark  of  the 
Zamboni  Company,  which  today  handcrafts  about  200 
Zamboni  machines  each  year  for  use  in  rinks  around 
the  world.  A  partner  in  this  effort  is  Parker  Hannifin, 
the  world's  largest  manufacturer  of  motion-control 
components  and  systems.  Parker  components  are 
involved  in  each  step  of  the  Zamboni  ice  resurfacing 
process,  from  shaving  and  gathering  the  ice  to  renew- 
ing the  surface  with  precision  sprays  of  water. 

This  partnership  makes  it  possible  to  meet  the 
demanding  needs  of  Zamboni's  customers.  Zamboni 
achines  prepare  the  ice  before  virtually  every  major 


speed  and  figure  skating  competition  in  the  world.  At 
the  highest  levels  of  hockey,  it  is  also  the  Zamboni 
that  allows  puck  and  player  to  move  true  on  smooth 
ice.  And  in  neighborhood  rinks,  a  quickly  restored 
sheet  of  ice  allows  owners  to  sell  more  skating  time 
and  improve  their  profitability. 

Parker  Hannifin  understands  Zamboni's  special 
place  in  the  world  of  ice  resurfacing.  That's  why 
Parker  engineers  designed  a 
unique  production  kit  that  follows 
every  Zamboni  through  the  manu- 
facturing process.  Inside  the  kit, 
hoses,  fittings  and  adapters  are 
prearranged  so  that  each  compo- 
nent is  ready  when  it's  needed. 
The  kit  cuts  production  costs  and 
time  and  assures  the  degree  of 
quality  Zamboni  customers  have 
come  to  expect. 

Together,  Zamboni  and  Parker 
have  produced  a  major  new  accom- 
plishment: an  electrically  powered 
machine.  The  battery-powered 
Zamboni  Model  552  keeps  air  qual- 
ity inside  rinks  free  from  engine 
emissions  and  also  saves  money.  Rinks  fortunate 
enough  to  have  an  electric  Zamboni  do  not  need  to 
ventilate  the  arena  by  opening  doors  or  running  fans. 
Considering  the  cost  of  cooling  ice  on  a  hot  summer 
day,  that  spells  big  savings. 

Like  Zamboni,  companies  from  around  the  world  - 
in  the  automotive,  industrial  and  aerospace  industries 
-  rely  upon  the  innovation  and  dependability  of  Parker 
Hannifin  technology,  components  and  systems.  Serv- 
ing more  than  280,000  customers  in  more  than  1 ,200 
markets,  Parker  Hannifin  consistently  delivers  the 
industry's  highest  support  and  service  needed  to  keep 
companies  such  as  Zamboni  at  the  leading  edge  of 
innovation. 

For  more  information  about  how  Parker  Hannifin 
can  help  your  company  overcome  sophisticated  engi- 
neering and  design  challenges,  call  1  -800-C-PARKER. 


Parker  helps  Zamboni9 clear  a  smooth  path  to  the  future 


Like  most  famous  inventions,  the  Zamboni® 
ce-resurfacing  machine  was  bom  of  a 
iesire  to  "find  a  better  way."  When 
Frank  Zamboni  began  experimenting  with 
Drototypes  of  his  machine  in  the  1940s, 
seating  a  fresh  sheet  of  ice  was  normally 
1 1-1/2-hour  job  for  a  four-man  crew, 
roday,  Zamboni  machines  clean  and 
•esurface  ice  rinks  in  just  minutes. 

Innovation  has  built  Zamboni  into  the 
ivorld's  leading  manufacturer  of  ice- 
■esurfacing  machines.  And  Richard 
Zamboni,  current  president  of  the  company, 
maintains  his  father's  dedication  to 


continuous  product  improvement.  That's 
why  he  called  on  Parker  Hannifin  to  help 
in  the  development  of  the  company's  next- 
generation  machine  ~  the  environment- 
protecting,  all-electric  Model  552. 

Parker's  engineers  developed  a  unique 
assembly  kit  technique  for  the  new 
Model  552.  Parker  pre-assembles  the  552's 
hoses,  fittings,  and  adapters  in  a  neat 
package  that  sits  alongside  the  machine 
as  it  is  assembled.  The  kit  system  helps 
Zamboni  reduce  costs  and  production  time 
and  eliminates  misplaced  parts. 


Close  engineering  partnerships  like  this 
have  helped  make  Parker  Hannifin  a  global 
leader  in  motion  control.  Parker  manu- 
factures the  broadest  line  of  hydraulic, 
pneumatic,  and  electromechanical  compo- 
nents and  systems  in  the  industry,  serving 
industrial,  automotive  and  aerospace 
markets.  For  more  information,  write  for 
our  annual  report:  Parker  Hannifin 
Corporation,  Department  FB-25,  17325 
Euclid  Avenue,  Cleveland,  OH  44112- 
1290.  For  product  information,  call 
1-800-C-Parker  (1-800-272-7537.) 


A  partnership  in  vital  technologies 
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Today  an  office  worker's  desk  might  come  with  different 
levels,  motors  and  microchips.  Otherwise  an  employer 
might  get  cited  for  muscle  and  joint  harassment. 


Economical 
correctness 


By  Janet  Novack 

Buying  office  furniture  used  to  be 
routine.  The  bosses  got  the  good- 
looking,  expensive  stuff;  the  workers 
got  basic  desks  and  chairs. 

No  more.  Afraid  that  new  man- 
dates pouring  out  of  Washington  will 
encourage  workers  to  sue  them  for 
workplace  discrimination  and  get 
them  fined  for  causing  their  workers' 
aches  and  pains  (see  preceding  story), 
employers  are  trying  to  cover  them- 
selves by  buying  new  lines  of  compli- 
cated, expensive  furniture.  The  office 
furniture  industry's  sales,  $8.1  billion 
in  1993,  are  expected  to  grow  more 
than  7%  this  year,  helped  in  good  part 
by  fear  of  mandates  and  lawsuits.  "I 
think  that  [fear]  is  helping  a  lot,"  says 
Andrew  Cogan,  senior  vice  president 
for  marketing  at  New  York's  Knoll 
Group,  a  big  furniture  maker. 

Cogan  reports,  for  example,  that 
employers  trying  to  comply  with  the 
1990  Americans  with  Disabilities  Act 
have  been  buying  Knoll's  new  line  of 
pneumatically  operated  overhead 
storage  cabinets  to  replace  existing 
cabinets.  A  36-inch-wide  cabinet  lists 
for  $493,  the  same  as  Knoll's  old  line. 
But  unlike  the  old-fashioned  kind,  the 
new  cabinet  can  be  operated  by  work- 
ers in  wheelchairs.  (Office  furniture  is 
normally  sold  for  40%  or  more  off  list 
price,  depending  on  order  size.) 

Most  of  the  new  furniture  lines  are 
billed  as  "ergonomically  correct"  and 
are  meant  to  protect  workers  from 
back,  wrist,  neck  and  other  ailments 
supposedly  caused  by  work.  What  ex- 
actly is  ergonomically  correct?  No  one 
knows.  Says  Michael  Gauf,  managing 
editor  of  CTDNews,  a  newsletter  on 
ergonomics:  "There  aren't  any  defin- 
itive studies  I  know  of  that  show  that  a 


Haworth's 
Trakker  table 
The  table  beeps 
and  flashes  when 
it's  time  for  a 
preprogrammed 
height  adjustment. 
List  price: 
$3,600  to  $3,900— 
a  bargain 
considering 
possible  fines. 


Miller  Inc.:  "One  thing  we  do  know 
that  you  don't  want  to  sit  in  any  on 
posture  for  too  long." 

The  manufacturers  are  stressing  ad 
justability.  For  example,  Haworth 
Inc.,  a  manufacturer  based  in  Hoi 
land,  Mich.,  has  brought  out  th 
Trakker  table — a  two-level  adjustabll 
table  powered  by  four  motors.  Th| 
Trakker  has  16  heights  (from  sitting 
to  standing)  that  can  be  programme] 
into  19  timed  sequences:  two  hours  q 
sitting,  say,  an  hour  of  standing,  onj 
hour  of  sitting,  and  so  on.  The  des| 
comes  with  a  24-page  instruction 
manual  and  a  hefty  $3,600  to  $3,90i 


particular  ergonomics  product  can 
eliminate  or  really  reduce  the  risk  of 
workers'  contracting  cumulative  trau- 
ma disorders." 

What  office  furniture  designers  do 
blow  is  that  until  the  mid- 19th  cen- 
tury', most  clerical  workers  stood  all 
day;  that  now  they  generally  sit  all  day; 
and  that  with  computers  they  don't 
even  need  to  get  up  to  change  type- 
writer ribbons  or  check  the  in-box. 
Says  William  Dowell,  seating  research 
manager  for  furniture  maker  Herman 


list  price  tag.  And  it's  not  for  the  boss.) 
Last  year  Ameritech  bought  several 
hundred  of  these  desks  for  the  tele- 
phone company's  operators  and  cus-j 
tomer  sendee  reps. 

Another  approach  is  to  mount  the 
computer  monitor  under  a  sec 
through  desk  so  that  a  worker  can, 
peer  down  at  his  screen  as  he  would  at 
a  newspaper.  Nova  Office  Furniture 
Inc.  of  Effingham,  111.,  which  sells 
desks  of  this  design,  argues  the  prod- 
uct will  help  prevent  eyestrain  and 
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A  Nova  Office 

Furniture  desk 

Like  reading  a  paper. 


Steelcase's 
Rapport  chair 
"It's  not 
an  inexpensive 
chair.'' 


neck  and  back  pain.  List  price:  from 
$730  for  a  laminate  workstation  to 
$4,735  for  a  wooden  executive  desk. 

As  for  chairs,  they  don't  just  go  up 
and  down  anymore.  On  many  models 
the  backs  and  arms  adjust;  the  depth 
and  tilt  of  the  seat  also  adjust. 

Some  new  chair  lines  strive  to  be 
politically  as  well  as  ergonomically 
correct.  For  example,  Knoll  bills  its 
new  Parachute  chair  as  "nonhierar- 
chical,"  meaning  it  comes  in  only  two 
models;  most  office  chairs  come  in 
many  models,  each  signaling  a  partic- 
ular rung  on  the  corporate  ladder. 
And  the  Parachute's  arms  are  made 
from  recycled  beverage  botdes,  mak- 
ing it  environmentally  correct,  too. 
The  seat  padding  was  designed  with 
the  help  of  electronic  sensors  that  map 
the  distribution  of  weight  a  rear  end 
puts  on  a  chair.  The  mapping  un- 
covers "hot  spots"  where  more  sup- 
port is  needed.  List  price:  $520  to 
$725.  (For  insecure  executives,  a 
gold-colored  Parachute  is  available.) 

The  Aeron  chair,  which  Herman 
Miller  is  bringing  out  later  this  fall, 
comes  in  only  one  style  but  three 
sizes:  small,  medium  and  large,  to  fit 
workers  ranging  in  height  from  4  foot 
8  to  6  foot  4.  The  chair  will  list  for 
around  $1 ,000.  In  place  of  traditional 
foam  padding,  the  Aeron  is  covered 
with  a  mesh  woven  from  polyester, 
Lycra  and  other  fibers;  the  mesh 
forms  around  a  user's  shape  and,  says 
Herman  Miller  researcher  William 
Dowell,  prevents  "thermal  build- 
up"— warm  buttocks — which  makes 
workers  uncomfortable.  It  also  has  a 
mechanism  to  make  it  easier  to  get 
into  and  up  from  a  reclining  posture; 
experts  now  believe  that  leaning  back 
every  now  and  then  is  good. 

One  problem  with  all  this  adjust- 
ability is  that  many  workers  either 
don't  know  how  or  don't  bother  to 
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Ergo- furniture 


If  You  Had  Invested  $10,000  at  the  inception  of  our 
Legg  Mason  Value  Trust,  it  would  now  be  worth 

$61,392. 


Avenge  Annual  Returns 


ONE  YEAR 


FIVE  YEAR  TEN  YEAR 


LIFE  OF  FUND 


4.86%    7.06%    12.25%  16.03% 


6/30/93-6/30/94 


6/30/89-6/30/94     |      6/30/64-6/30/94      |  4/16/62-6/30/94 


For  thousands  of  investors,  the  Legg  Mason  Value  Trust  fund  has  provid- 
ed a  sensible  way  to  take  advantage  of  uncommon  values  in  common  stocks 
over  the  last  ten  years.  If  you  had  invested  $10,000  on  April  16,  1982,  and 
reinvested  dividends  and  capital  gain  distributions,  your  investment 
would  have  grown  to  $61,392  as  of  June  30,  1994.  There  is  no  initial  sales 
charge  on  purchases,  and  no  redemption  charge  on  sales  of  Trust  shares.  The 
Trust  pays  distribution  fees,  management  fees  and  other  expenses  as  described 
in  its  prospectus.  If  you  would  like  to  know  more  about  the  Value  Trust,  call 

1-800-577-8589 

for  a  free  prospectus  containing  more  complete  information,  including  man- 
agement fees,  distribution  fees,  and  other  expenses.  Please  read  it  carefully 
before  investing  or  sending  money. 

The  investment  return  and  principal  value  of  an  investment  in  the  fund  will  fluctuate  so  that  an 
investor's  shares,  when  redeemed,  may  be  worth  more  or  less  than  their  original  cost.  The 
returns  shown  are  based  on  historical  results  and  are  not  intended  to  indicate  future  perfor- 
mance. Calculations  assume  reinvestment  of  dividends  and  capital  gain  distributions,  and  are 
not  adjusted  for  income  taxes  payable  on  those  amounts  by  taxable  accounts. 


LEGG  MASON  WOOD  WALKER,  INC. 

An  Investment  Tradition  Since  1899  •  Member  NYSE  •  Member  SIPC 
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1-800-888-9896 


Call  FORBES  SUBSCRIBER  SERVICE 

To  Change  Your  Address  Or  Order  A  New  Subscription 
(Allow  4-6  weeks  for  Address  Change.  Please  quote  subscriber  number  on  address  label  of 
magazine.)  Or  mail  this  coupon  with  current  address  label. 
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State 


.  Zip 


Forbes 


P.O.  Box  10048 
Oes  Moines,  IA  50340-0048 


NEW  SUBSCRIPTION 
□  1  Year  (27  issues]  $57 
In  Canada,  1  year  $98  Can. 
International,  add  $71  to  U.S.  annual  rate 


□  3  Years  (81  issues!  $114 


JA9X41 


make  the  adjustments.  So  wh< 
Transamerica  Occidental  Life  Insu 
ance  Co.  opened  a  500-person  offii 
in  Kansas  City  this  year  complete  wii 
new  ergonomic  furniture  from  Ha\ 
orth  Inc.,  Peter  DeWolf,  Transamei 
ca's  vice  president  of  administratis 
services,  asked  the  manufacturer 
create  a  computer  program  showin 
workers  how  to  adjust  their  chairs  an 
desks.  Workers  may  or  may  not  botl 
er  with  the  program,  but  at  lea 
Transamerica  can  demonstrate 


Knoll's  Parachute  chair 
Comes  gold-colored,  too. 


concern  should  the  ergonomics  cop 
come  calling. 

Steelcase  Inc.,  the  nation's  larges 
office  furniture  maker,  has  taken  ; 
simpler  approach.  Its  latest  ergonom 
ic  chair,  the  $720  to  $1,350  (list 
Rapport,  features  a  little  lumbar  bad 
pillow  discreetly  stuck  between  an 
inner  and  outer  covering.  The  pillow 
which  sticks  out  from  the  cover  at  the 
sides,  can  be  adjusted  up  or  down. 

Ernest  Greer,  Steelcase's  directoi 
of  industrial  design,  bristles  at  the 
suggestion  that  the  Rapport  is  unso 
phisticated.  "It's  not  low  tech,"  he 
says.  "It's  intuitive.  It's  not  an  inex 
pensive  chair."  As  workplace  man 
dates  proliferate,  heaven  help  the  em 
ployer  who  gets  cited  or  sued  and  has 
to  explain  why  he  bought  a  $1 50  chair 
rather  than  a  $600  model.  I 
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What  does 
a  basic 
education  in 
options  cost? 

About  20  minutes 
and  20  seconds- 

and  its  Free! 


That's  about  the  time 
it  will  take  you  to  watch 
the  Free  educational 
videotape  produced  by 
The  Options  Industry  Council. 

You'll  learn  that  The  OptionsTool 
could  be  used  to  actually 
reduce  and  define  your  risk. 
Here  are  just  three  possible  ways 
you  can  wield  The  Options  Tool: 

■  Buy  calls  to  reduce  your  exposure 
to  market  unpredictability 

■  Buy  puts  which  can  act  like 
an  insurance  policy  for  stocks 

■  Or  start  covered  call  writing 
and  provide  a  flow  of  income 
on  your  current  stocks 

There  are  options  strategies 
that  can  help  you  cope 
with  any  market  situation. 

Surprised? 

You  can  learn  even  more 
about  The  Options  Tool 
with  this  Free  videotape, 
plus  an  options  disclosure 
document  and  options  newsletter 
containing  a  schedule  of 
upcoming  options  seminars  - 
and  all  of  it  is  Free! 

Call  today. 

This  may  be  the  best 

20  minutes  and  20  seconds 

you  ever  invest. 

For  your  Free  videotape, 
"The Options  Tool-Understanding 
Stock  Options"  options  guide, 
options  disclosure  document 
and  options  newsletter  call 

1-800-952-TOOL 

or  write  The  Options  Clearing  Corporation 
440  South  LaSalle  Street,  Chicago,  IL  60605 

For  dates  and  times  of  the 
Free  options  seminars  near  you  call 

1-800-444-4360 

Remember,  options  involve  risk 
and  are  not  for  everyone. 

The 

Options  Industry 
Council 

American  Stock  Exchange 
Chicago  Board  Options  Exchange 
New  Yxk  Stock  Exchange 
Pacific  Stock  Exchange 
Philadelphia  Stock  Exchange 
The  Options  Clearing  Corporation 


Want  to 
hammer 
down 
investment 
security? 


The  NFL  has  artificially  kept  down  the  number  of 
football  franchises,  but  enterprise  will  find  a  way. 
The  Canadian  Football  League  has  invaded  the  U.S. 

The  market 
clears 


By  Randall  Lane 

Ten  years  ago  Robert  Irsay,  owner  of 
the  National  Football  League's  Colts, 
moved  the  team  from  Baltimore  to 
Indianapolis  in  the  dead  of  night,  and 
Baltimore  sports  fans  have  never  for- 
given him.  But  more  humiliation  was 
in  store.  Last  year  the  NFL  snubbed  the 
city  when  choosing  expansion  sites, 


tabbing  Charlotte  and  Jacksonville 
instead. 

All  the  more  rejoicing  then  when 
pro  football  returned  to  Baltimore 
this  fall.  A  fan's  homemade  banner 
flapping  in  the  wind  during  a  game 
last  month  tells  the  story:  "Tell  the 
nfl.  Go  to  Hell,  cfl  Colts  CFL." 


North  of  the  border  the  Canadi 
Football  League,  a  102-year-old  o 
ganization,  has  been  quietly  losir 
money  for  a  decade.  It  finally  decid< 
to  move  south.  Over  the  past  tw 
years  it  has  placed  franchises  in  Sacr 
mento,  Las  Vegas,  Shreveport,  La 
and  poor,  benighted  Baltimore. 

Canadian  football  is  different:  Tl 
field  is  wider  and  longer  than  in  tit i 
American  variety,  an  extra  man  play 
and  teams  have  three  downs  to  a< 
vance  rather  than  four.  This  all  ad( 
up  to  fast,  high -scoring  affairs  thj 
compare  favorably  with  the  nfl| 
grind-it-out  variety. 

The  CFL's  real  potential,  howeve 
has  less  to  do  with  obscure  rules  di| 
ferences  than  simple  supply  and  da 
mand.  Alan  Friedman,  editor  oiTeax 
Marketing  Report,  says  there  are  , 
least  15  U.S.  cities  that  could  success 
fully  host  an  NFL  team.  But  the  Na 
tional  Football  League  refuses  t| 
meet  this  demand.  The  reason  is  uri 


CFL  Commissioner  Larry  Smith  at  Toronto's  SkyDome,  home  of  the  Argonauts 
"if  we  didn't  expand  we  were  going  to  go  the  way  of  the  dinosaurs." 
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A  Company  Wanted  Its  Truckers  To  Drive  Safely. 


Computer  analysis  told  us  a  small  truck  fleet  was  having  big  trouble  backing  up.  We  saw  too  many  dents, 


dings  and  scratches.  They  saw  too  many  expenses.  So  Liberty  Mutual  recommended  a  safety  plan— including 


Decision  Driving™  seminars 


We  Suggested  They  Drive  Backwards. 


and  a  mirror  check  station  to  help  the  drivers  back  up.  Today,  accidents  are  down  and  the  truck  fleet  has 
a  big  dent  in  their  expenses.  To  see  solutions  for  your  loss  prevention  problems,  see  Liberty  Mutual. 


W&Sfc*0***  LIBERTY 

MUTUAL. 


'  |Trfl  E  1994  Lchrny  Mucuil  In>ucancc  Croup/Bo 


CFL 


Baltimore's 
CFL  squad  at 
Memorial  Stadium 
A  team  with  no 
name  is  leading 
the  league  in 
attendance. 


derstandable:  New  teams  bring  a  one- 
time entry  fee  but  dilute  future  TV 
revenues.  By  restricting  the  number 
of  franchises,  the  NFL  can  also  use  the 
threat  of  moving  to  increase  their 
leverage  when  negotiating  stadium 
deals  (Forbes,  June  6). 

Into  this  supply  vacuum  enters  the 
little  CFL  under  Commissioner  Larry 
Smith.  A  running  back  for  nine  years 
with  the  now  defunct  Montreal 
Alouettes,  Smith  simultaneously  got  a 
law  degree  from  McGill  University. 
After  retiring  from  football,  he  spent 
nine  years  working  for  John  Labatt 
Ltd.,  eventually  running  the  brewing 
giant's  frozen  food  subsidiary.  In 
1992  die  CFL  owners  brought  him  in 
as  commissioner. 

The  league  he  took  over  was  sick, 
with  attendance  near  a  20-year  low 
and  six  of  eight  teams  losing  money. 
One  owner  had  just  gone  bankrupt, 
another  was  stripped  of  his  franchise 
when  he  refused  to  pay  his  bills. 

Coin  dealer  Bruce  McNall  had 


tried  to  rev  things  up  in  1991 ,  signing 
Raghib  (Rocket)  Ismail,  Notre 
Dame's  speedy  Heisman  Trophy  win- 
ner, for  his  Toronto  Argonauts.  Isma- 
il got  a  four-year,  $18  million  con- 
tract, but  he  didn't  swell  the  receipts 
sufficiently.  McNall  could  no  longer 
afford  the  contract  and  released  Isma- 
il, who  plays  for  the  NFL  Los  Angeles 
Raiders  at  about  $1.5  million  a  year. 

Smith  decided  on  a  more  economi- 
cal approach.  He  would  try  improving 
management.  He  helped  recruit  new 
owners  for  five  teams.  "We'd  been 
listening  to  the  purists  for  too  long," 
says  Larry  Ryckman,  owner  of  the 
Calgary  Stampeders.  "We  needed  dis- 
cipline to  move  forward." 

Smith  instituted  a  salary  cap  of  $2 
million  per  team — less  than  two  doz- 
en NFL  players  earn.  Each  team  gets 
one  exception  for  a  marquee  player, 
which  Smith  must  approve.  The  aver- 
age CFL  player  now  makes  $45,000; 
some  backups  pull  in  as  little  as 
$30,000. 


Canadian  chauvinists  had  long  in- 
sisted that  the  league  must  retain  its 
national  purity.  Smith  told  them  to 
buzz  off.  "Our  league  was  in  a  posi 
tion  where  if  we  didn't  expand  we 
were  going  to  go  the  way  of  the 
dinosaurs,"  he  says. 

In  other  ways,  too,  Smith  has 
brought  smart  management  and 
smart  marketing  to  the  CFL.  He  won't 
move  into  cities  that  have  an  NFL 
team;  games  are  mostly  played  Friday 
nights,  to  avoid  the  college  and  NFL 
schedules;  the  season  begins  and  ends 
two  months  before  the  nfl's.  Says 
Smith:  "We  can  fill  cities  the  NFL  is 
not  going  to,  and  give  a  lot  of  Ameri 
can  fans  hometown  football  at  the 
kind  of  quality  level  they're  never 
going  to  get  otherwise." 

Witness  Baltimore.  In  its  first  sea- 
son the  team  sold  26,000  season  tick- 
ets and  leads  the  league  in  attendance. 
"You  had  an  area  with  3  million 
people  and  no  professional  football," 
says  Baltimore  owner  James  Speros. 

Speros  lacks  a  name  for  his  fran- 
chise: He  and  the  NFL  are  still  battling 
in  court  over  the  name  Baltimore 
Colts;  but  he  doesn't  lack  for  profits. 
With  operating  costs  at  $6.5  million 
per  team,  down  from  about  $8.5  mil- 
lion in  1991,  Speros  will  make  over 
$500,000  in  his  first  year,  and  might 
have  taken  in  $1  million  more  had  he 
been  able  to  use  the  Colts  name  on 
souvenirs. 

Speros'  performance  is  largely 
without  TV  money — the  CFL  takes  in  a 
pitiful  $7  million  a  year  from  its  TV 
deals,  versus  the  nfl's  $  1  billion  or  so. 

Smith  has  doubled  cfl's  entry  fee 
from  $3  million  to  $6  million  and 
expects  to  have  10  to  12  teams  in  the 
U.S.  by  1997.  Most  will  be  situated  in 
markets  abandoned  by  the  nfl — per- 
haps St.  Louis  and  Oakland — and 
football -hungry  Sunbelt  cities  like 
Memphis,  San  Antonio,  Nashville 
and  Orlando.  By  then,  because  of 
financial  problems,  expect  only  6 
teams  left  in  Canada. 

With  a  majority  of  Canadian  Foot- 
ball League  cities  likely  to  be  in  the 
U.S.  within  three  years,  might  a  name 
change  be  in  order?  "We  have  to 
balance  our  102  years  of  history  with 
our  new  partners,"  says  Smith.  "It's 
not  easy."  How  about  changing  the 
name  and  keeping  the  initials:  Conti- 
nental Football  League?  Hi 
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WHAT  DO  I  DO? 


I  serve. 

I  serve  workers.  Employers.  Patients.  Students.  Sports  fans.  Travelers. 
I  serve  10  million  people  every  day. 
I  serve  them  hot  dogs  at  ballgames. 
I  serve  delicious,  nutritious  meals  at  work,  on  campus  and  in  the  hospita 
I  fuel  the  American  workplace  with  1  billion  cups  of  coffee  a  year. 
I  dress  millions  of  workers  for  success  in  crisp,  clean  uniforms. 
I  run  more  than  600  child  care  programs. 
I  provide  healthcare  for  those  who  might  otherwise  do  without. 
I  maintain  factories  and  offices. 
I  cook,  I  clean,  and  I  do  laundry  for  America. 
I  even  do  windows. 
I'm  ARAMARK. 
And  I'm  proud  to  be  of  service. 

ARAMARK 

Managed  Services,  Managed  Better. 


Most  people  rush  past  newspaper  coupon  inserts 
on  their  way  to  the  fashion  or  sports  pages.  That, 
and  smarter  grocery  store  scanners,  gave 
Catalina  Marketing's  founders  a  very  bright  idea. 

Point-of-sale 
persuaders 


By  Matt  Walsh 

On  a  flight  from  Los  Angeles  to  San 
Francisco  11  years  ago,  Tom  Min- 
drum  and  friend  Michael  O'Brien 
were  talking  about  their  next  career 
moves.  Their  consumer  product  re- 
search companies  had  just  been  sold. 


"I  said,  'If  a  checkout  scanner  can 
scan  a  six-pack  of  Pepsi  and  know 
what  it  was  scanning,  why  couldn't  it 
print  out  a  coupon  for  a  six-pack  of 
Coke  at  the  same  time?'  "  Mindrum 
recalls.  "It  was  like  one  of  those  light 


bulbs  in  the  comic  strip." 

From  that  light  bulb  popped  Cata 
lina  Marketing  Corp.,  a  fast -growing 
producer  of  computer-generatec 
coupons  at  grocery  checkoul 
counters.  Based  in  St.  Petersburg 
Fla.,  Catalina  has  installed  electronic 
coupon  printers  at  80,000  checkoul 
counters  in  8,400  supermarkets  in  the 
U.S.,  Mexico,  the  U.K.,  France  anq 
Belgium.  The  company's  sales  hav 
grown  an  average  of  40%  a  year  sine 
1990  and  are  expected  to  hit  $116! 
million  when  Catalina's  current  fiscal 
year  ends  in  March.  Earnings  pen 
share  are  projected  to  reach  $1.85  b 
the  end  of  the  fiscal  year. 

Since  Catalina  went  public  in  1992 
its  stock  has  climbed  from  20  peii 
share  to  a  recent  53V2,  valuing  the 
company  at  $550  million — prettyj 
dizzying.  Mindrum,  O'Brien  and 
three  other  partners  are  believed  tq 
still  own  5%. 

To  understand  Catalina's  service,! 
 think  first  of  its  most  preva- 
lent coupon  distribution 
competitor,  freestanding) 
inserts  in  newspapers. 
These  inserts  account  fori 
88%  of  the  323  billion  cou- 
pons distributed  annually 
in  the  U.S.  But  in  that  88% 
is  enormous  waste.  Pack- 
aged goods  manufacturers 
spend  $6.1  billion  a  year  on 
coupon  inserts  to  persuade 
shoppers  to  switch  brands 
or  buy  bigger  quantities.! 
But  consumers  redeem  a| 
scant  1.8%  of  those  cou- 
pons— and  80%  of  those  are! 
redeemed  by  shoppers  who| 
would  have  bought  the 
products  without  a  coupon 
anyway. 

Catalina,  on  the  other 
hand,  offers  manufacturers! 
a  much  more  precise  way  tol 
target  customers.  The  com- 
pany installs  programmed 
coupon  printers  at  each 
checkout  scanner  and  cashj 
register  in  a  grocery  store. 
(For  space,  Catalina  pays 

Catalina's  George  Off 
At  30%  capacity,  "we'd  have 
to  hire  trucks  to  take  the  mon- 
ey to  the  bank." 


232 


Forbes  ■  October  24,  1994 


$800,000,000 

Revolving  Credit  Facility 

for 

Penske  Truck  Leasing  Co.,  L.  P. 

The  undersigned  arranged,  structured 
and  acted  as  administrative  agent 
for  this  transaction. 

First  Union  Capital  Markets  Group 
Capital  Markets  Group 


Asset  Based  Finance  •  Asset  Securitization  •  Foreign  Exchange  •  International  Trade  Finance  •  Leasing  •  Merger  and  Acquisition  Advisory  Services 
Mezzanine  and  Equity  Capital  •  Money  Market  Investments  •  Municipal  Securities  Underwriting  •  Private  Placements  •  Public  Finance 
Risk  Management  Products  •  Structured  Finance  •  Syndicated  Loans  •  For  More  Information,  Call  1-800-829-0314 


This  announcement  appears  as  a  mailer  ol  record  only  ©  1994  first  Union  Corporation 


Catalina  Marketing 


the  stores  a  small  fee  per  coupon 
printed.)  Catalina  then  sells  to  con- 
sumer goods  manufacturers  four- 
week  blocks  of  time  during  which 
their  coupons  can  be  distributed  to 
shoppers. 

Say  you  buy  a  six-pack  of  Pepsi.  As 
you  check  out,  Catalina's  printer 
reads  the  universal  product  code  as  it 
crosses  the  scanner  and  instantly  trig- 
gers the  printing  of  a  coupon  to  be 
used  on  a  consumer's  next  visit.  The 
coupon  might  be  for  another  Pepsi 
purchase,  or  it  might  be  for  the  pur- 
chase of  Coke  or  another  Pepsi  com- 
petitor, depending  on  which  compa- 


ny has  rented  time  on  Catalina's  print- 
ers. The  appeal  to  the  manufacturer  is 
that  he  can  be  sure  his  coupon  lands  in 
the  hands  of  a  consumer  who  actually 
buys  his  or  a  competitor's  product, 
not  someone  who  flipped  through 
the  coupon  inserts  on  his  way  to  the 
sports  pages. 

The  Catalina  system  is  so  flexible 
that  manufacturers  can  deliver  cus- 
tomized coupons  to  specific  consum- 
ers. Example:  Say  Coca-Cola  wants  to 
convert  Pepsi  drinkers  to  Coke  in 
California.  Catalina  programs  its  Cali- 
fornia printers  so  that  each  time  a 
Pepsi  UPC  code  crosses  checkout  scan- 
ners in  the  state's  supermarkets,  the 
printers  will  spit  out  a  Coke  coupon. 
The  programming  is  done  across 
telephone  lines  from  St.  Petersburg 
headquarters;  each  individual  store's 
printers  could  offer  different 
coupons. 

Earlier  this  summer  the  Los  Ange- 
les Rams  used  Catalina's  coupon  sys- 
tem to  help  boost  ticket  sales  to  two 
preseason    games.    When  grocery 


shoppers  in  southern  California 
bought  certain  products,  they  re- 
ceived a  buy-one,  get-one-free  Rams 
ticket  coupon.  Rams  officials  say 
3,329  coupons  were  redeemed,  mak- 
ing it  a  very  successful  promotion. 

Overall  redemption  rates  for  Cata- 
lina's coupons?  A  strong  9%,  better 
than  four  times  those  for  freestanding 
inserts. 

Catalina's  three  mainframe  com- 
puter centers  record  in  real  time  every 
item  that  is  scanned  at  80,000  check- 
out counters  equipped  with  the  Cata- 
lina coupon  system — an  average  of 
110  million  transactions  a  week.  Dur- 

Catalina  Marketing 
printers 
Recalls  a 

founder:  "I  said,  'If 
a  scanner  can 
scan  a  six-pack  of 
Pepsi  and  know 
what  it  was  scan- 
ning, why  not 
print  out  a  coupon 
for  Coke  at  the 
same  time?'  It  was 
like  one  of  those 
light  bulbs  in  the 
comic  strip." 


ing  a  recent  demonstration  in  Cata- 
lina's computer  control  center  in  St. 
Petersburg,  Vice  President  Harold 
Strong  dialed  into  the  company's 
computer  at  a  supermarket  in  Hack- 
ensack,  N.J.  He  zeroed  in  on  one 
checkout  lane  and  monitored  a  shop- 
per's every  purchase — item,  brand, 
size,  cost  and  when  and  what  kind  of 
Catalina  coupon  was  triggered.  All  of 
that  information  is  saved  in  Catalina's 
data  banks  and  later  analyzed  to  give 
manufacturers  an  accounting  of  how 
effective  Catalina's  coupons  are. 

Manufacturers  pay  for  all  this  pre- 
cise marketing  data.  Catalina's  cost  to 
manufacturers  per  coupon  distribut- 
ed and  redeemed  is  $2.30,  as  against 
90  cents  for  freestanding  newspaper 
inserts.  But  when  measured  by  the 
cost  of  persuading  a  Brand  A  user  to 
buy  Brand  B  via  a  coupon,  Catalina's 
coupons  cost  about  one -third  as 
much  as  the  newspaper  inserts:  $2.42 
versus  $7.50  per  coupon  redeemed  by 
a  new  user. 

Says  George  Stroh,  group  market- 


ing manager  for  Tropicana  Product; 
Pure  Premium  orange  juice  and 
Catalina  customer:  "We're  never  gd 
ing  to  convert  all  of  our  marketim 
dollars  to  Catalina.  But  to  get  cus 
tomers  to  convert  to  Tropicana  an 
get  existing  users  to  use  more  of  ouj 
products,  it  [Catalina]  is  one  of  tW 
most  effective  methods." 

Getting  Catalina  where  it  is  toda] 
has  been  a  long  haul.  From  1983 
when  the  five  partners  started  th 
company,  until  1987,  Catalina  log 
$7.7  million  and  consumed  $12  mill 
lion  in  venture  capital  financing. 

George  Off,  now  47  and  Catalina'1 
chief  executive  officer,  says  the  turn 
ing  point  came  in  1992,  when  Cata 
lina's  store  base  passed  4,000.  With  so 
many  opportunities  to  issue  coupon 
and  obtain  point-of-sale  data,  com 
sumer  products  manufacturers  began 
to  balk  less  at  Catalina's  high  per 
coupon  prices. 

The  growing  base  also  enablec 
Catalina  to  fund  its  growth  internally 
At  the  end  of  June  it  was  carryinjj 
almost  $24  million  ($2.45  a  share)  ii 
cash  on  its  books  and  had  no  debt.  Iti) 
using  $10  million  of  this  money  to 
repurchase  Catalina  shares.  Ofl 
predicts  Catalina's  revenues  will  in 
crease  20%  to  30%  annually  for  tfy 
next  several  years. 

As  the  printer  base  expands,  Or 
plans  to  introduce  new  services  usin£ 
the  information  the  company  already 
collects.  One  service — a  joint  venture 
with  Information  Resources  Inc. — al 
lows  consumer  goods  manufactured 
to  cut  delivery  costs  with  a  form  of  just] 
in-time  delivery.  Dreyer's  Grand  Ice 
Cream,  for  instance,  receives  a  nightly 
analysis  of  how  much  ice  cream  haj 
been  sold  in  California  and  Chicagc 
supermarkets.  This  data  allows  it? 
salesmen  to  know  exactly  how  much 
ice  cream  and  what  flavors  are  being 
sold  between  deliveries. 

While  the  new  services  are  promis- 
ing, Oft  pledges  to  pay  most  of  hia 
attention  to  Catalina's  original  busi- 
ness, issuing  point-of-sale  coupons 
"Our  base  business  is  our  best  growth 
opportunity,"  he  explains.  "If  you 
look  at  what  we  sold  (to  manufactur- 
ers) last  year,  we  operated  at  16%  oi 
capacity.  Good  gosh!  We'd  have  to 
hire  trucks  to  take  the  money  to  the 
bank  if  we  got  that  up  to  30%  ol 
capacity." 
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You  get  what  you  pay  for  when  you  buy  the  insurance,  too. 

If  you  own  fine  jewelry,  you  deserve  insurance  that's  as  valuable -as' tne  jewelry  itself.  Which  is  why 
5b  much  of  the  world's  precious  jewelry — in  fact,  many  billions  of  dollars  worth — us  insured  by  Chubb. ' 
The  right  insurance  isn't  simply  a  matter  of  what  it  costs,  but  what  it's  worth.  And  with  over  a  century 
:>f  experience  covering  special  gifts  and  heirlooms,  a  reputation  for  fair  and  timely  claim  service  and  solid 
financial  strength,  Chubb  insurance  is  worth  its  weight  in  gold.  For  information  and  a  free  brochure  on 
protecting  your  jewelry,  call  your  agent  or  broker,  or  Chubb  at  1-800-CHUBB  08. 


Insure  your  world  with  Chubb 

-•or  promotional  purposes,  Chubb  refers  to  member  insurers  of  the  Chubb  Group  of  Insurance  Companies  who  issue  coverage, 
rhis  ad  is  descriptive  only.  The  precise  coverage  afforded  is  subject  to  the  terms,  conditions  and  exclusions  vi  the  policies  as 
ssued.  Chubb  Group  of  Insurance  Companies,  Warren,  NJ.  Jewelry  and  place  settings  courtesy  of  Tiffany  6k  Co. 
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Federal  marshals  seized  the  prototype  products  of  Brett  Kingstone's 
last  startup,  but  it's  hard  to  keep  a  good  entrepreneur  down. 

Through  a  glass 
Ughtly 


By  Graham  Button 

"I'M  one  of  the  most  determined 
sons  of  bitches  you're  ever  going  to 
meet,"  declares  35-year-old  Brett 
Kingstone,  founder  of  tiny  $1.2  mil- 
lion (sales)  Orlando,  Fla. -based  Super 
Vision  International,  Inc.  His  goal: 
use  fiber-optic  cable  to  make  neon 
lighting  an  anachronism. 

Super  Vision  has  patented  a  fiber- 
optic lighting  cable  developed  by 
Kingstone.  At  present  the  cable  is 
produced  to  Super  Vision's  specifica- 
tions by  an  outside  supplier,  but  King- 
stone plans  to  begin  producing  cable 
himself  by  early  next  year. 

Flexible  and  without  the  breakage 
and  fire  hazards  of  glass  neon  tubing, 
the  fiber-optic  cable — available  in  3/4- 
and  Vfe-inch  diameters — can  light 
movie  theater  aisles,  subway  tunnels, 
mine  shafts  and  airport  runways,  and 
serve  as  architectural  accents  on  ev- 
erything from  buildings  and  bill- 
boards to  amusement  park  rides  and 
cruise  ships. 

The  cable  is  expensive:  $14to$18a 
foot,  versus  $10  to  $16  for  compara- 
ble neon  tubing,  and  about  25%  less 
bright.  But  Kingstone  says  costs  will 
fall  as  production  volumes  rise  and 
technology  advances.  Moreover,  the 
fiber-optic  cable  is  50%  to  60%  more 
energy  efficient  than  neon.  This 
makes  it  a  serious  contender  for  big 
architectural  projects  in  Europe  and 
Japan,  where  electricity  costs  run  IV2 
to  3  times  higher  than  in  the  U.S. 

At  the  Mitsui  Green  Land  amuse- 
ment park  in  Arao,  Japan,  for  exam- 
ple, 62  rings — 744  meters — of  Su- 
per Vision's  cable  circle  the  Ultra 
Twister    Megaton    roller  coaster 

ick.  As  the  roller  coaster  acceler- 
,    the  computer-synchronized 
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rings  change  color  rapidly  and  se- 
quentially. "It  looks  as  if  you're 
going  twice  as  fast,"  says  Kingstone. 

Kingstone  himself  has  traveled 
pretty  fast.  The  son  of  a  mattress 
factor}'  owner  on  New  York's  Long 
Island,  Kingstone  was  helping  his  fa- 
ther sell  mattresses  by  the  time  he  was 
12.  He  went  west  to  Stanford  Univer- 
sity, where  he  double-majored  in  po- 
litical science  and  economics.  "I  was 
the  guy  who  was  always  running  off  to 
work  and  talking  and  dreaming  about 
becoming  rich,"  says  Kingstone. 

Kingstone  first  heard  about  fiber 
optics  from  a  Japanese  student  at 
Stanford,  George  Hara.  They 
teamed  up  to  build  a  fiber-optic 
display  panel  as  a  way  to  avoid  hav- 
ing to  take  a  final  exam  in  an  engi- 
neering class.  Later  Kingstone 
strapped  the  panel  onto  the  back  of 
his  motorcycle  and  rode  down  to 
Los  Angeles,  where  he  convinced 
Walt  Disney  Co.  officials  to  let  him 
build  some  experimental  signs  and 
displays  for  its  theme  parks. 

Kingstone  and  Hara  formed  Gekee 
Fiber  Optics.  From  1979  to  1981 
Disney  provided  the  little  company 


Brett  Kingstone,  Super 
Vision  founder;  below, 
fiber-optic  cable  on  the 
Ultra  Twister  Megaton 
roller  coaster  in  Arao, 
Japan;  left,  testing 
lighting  components 
in  Orlando 
Trying  to  make 
neon  lighting  an 
anachronism. 


with  $1  million  worth  of  orders.  Th< 
partners  sold  Gekee  Fiber  for  an  un 
disclosed  sum  to  a  Japanese  company 
Data  Control  Ltd.,  in  1981.  After  thai 
Kingstone  worked  as  a  consultant  tc 
entertainment  attractions  and  wrotj 
two  books:  The  Student  Entrepre 
neur's  Guide  (McGraw-Hill),  whici 
offers  advice  about  starting  a  business 
and  The  Dynamos  (John  Wiley  & 
Sons),  which  profiles  entrepreneur: 
like  Apple  Computer  cofounder  Ste 
ven  Jobs  and  Michael  Dell,  now  o 
Dell  Computer. 

The  writing  fed  Kingstone's  itch  tc 
get  back  into  business.  Using  seec 
money  that  came  partly  from  the  salt 
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pf  Gekee,  he  formed  FiberView  Corp. 
in  Boulder,  Colo,  in  1988  to  build  a 
large,  solid-state,  fiber-optic  screen  as 
(l  precursor  to  what  he  envisioned  as  a 
new  generation  of  flat-panel  TVs.  But 
n  March  1989  a  competitor,  Advance 
Display  Technologies  Inc.  (ADTl),  al- 
eged  that  FiberView  had  stolen  its 
'rade  secrets.  U.S.  marshals  seized 
FiberView's  prototypes  and  equip- 
ment (Forbes,  June  26,  1989).  Faced 
►vith  the  prospect  of  prolonged  litiga- 
:ion,  FiberView's  board  agreed  to  a 
nerger  with  Ann,  prompting  King- 
stone's  resignation. 

Kingstone  started  Super  Vision  in 
1990  with  $100,000  of  his  own  sav- 


ings. He  got  a  big  break  when  his 
fledgling  company  was  invited  to  play 
a  lead  role  in  designing  and  building 
the  world's  largest  fiber-optic  display 
sign.  Situated  in  New  York's  Times 
Square,  it  features  a  42-foot-high, 
three-dimensional  Coke  bottle  stand- 
ing in  a  bed  of  fiberglass  ice  cubes. 
Through  electromechanical  anima- 
tion, the  bottle's  6-foot-in-diameter 
cap  pops  off  in  a  flurry  of  flashing 
strobes.  A  gigantic  straw  rises  from 
the  bottle  and  more  than  66,000 
fiber-optic  lights  change  color  in  se- 
quence to  create  the  illusion  of  cola 
draining  away. 

Can  Kingstone  move  beyond  such 


splashy,  one-off  projects  and  turn  his 
fiber  cable  into  a  commodity  lighting 
product  to  compete  with  neon?  To 
raise  money  for  new  research  and 
tooling — critical  to  getting  his  prices 
down — Kingstone  took  Super  Vision 
public  last  March,  raising  $5.2  million 
through  D.H.  Blair  Investment 
Banking  Corp.  Of  that,  $1.4  million 
will  go  to  buy  machinery  to  manufac- 
ture fiber  cable  in-house. 

What's  to  stop  a  lighting  giant  like 
Holland's  N.V.  Philips,  which  buys 
fiber  cable  from  Super  Vision,  from 
muscling  into  the  business?  King- 
stone knows  that  the  patent  on  his 
fiber  cable  won't  necessarily  protect 
him  from  competition.  "A  patent  is 
only  a  license  to  sue,"  he  says.  "If 
you're  really  good  at  what  you  do, 
you  keep  your  customers  from  be- 
coming competitors." 

Kingstone  says  he  is  planning  to 
redesign  Super  Vision's  product  line 
three  times  in  the  next  18  months.  On 
the  drawing  board  is  a  design  that  will 
utilize  a  light  source  powerful  enough 
to  give  fiber  cable  a  level  of  brightness 
approaching  that  of  neon. 

Development  costs  for  such  de- 
signs have  hit  Super  Vision's  bottom 
line  hard — losses  in  the  first  half  of 
this  year  were  $290,957,  versus  a  loss 
of  $119,160  in  the  prior-year  period. 
Kingstone  predicts  sales  will  treble 
next  year,  enabling  Super  Vision  to 
report  its  first  profit  as  a  public  com- 
pany. But  remember:  Like  all  entre- 
preneurs, Kingstone  is  a  congenital 
optimist. 

So  far,  Wall  Street  shares  his  opti- 
mism. Super  Vision's  units — consist- 
ing of  one  common  share  and  two 
warrants — recently  traded  at  around 
10 — almost  double  the  offering  price. 
At  this  price  the  company  is  valued  at 
$37  million,  about  25  times  likely 
1994  revenues. 

Kingstone  certainly  has  incentive  to 
put  some  sales  and  earnings  meat  on 
Supervision's  bones.  Eighty-five  per- 
cent of  his  3.4  million  Super  Vision 
shares  and  warrants  (representing 
38%  of  the  fully  diluted  stock  out- 
standing) are  held  in  escrow;  they  will 
revert  to  Super  Vision's  corporate 
treasury  if  the  company  fails  to  achieve 
certain  performance  goals. 

"If  I  don't  deliver,"  says  King- 
stone, "I  don't  get  my  stock.  End  of 
story."  MB 
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UP  &  COMERS 


Some  companies  grow  by  expanding  their  product 
lines.  Ventritex  plans  to  grow  by  constantly 
obsoleting  its  own  product. 

A  better 
mousetrap 


By  Justin  Doebele 

Diversification?  Not  for  Ventritex, 
Inc.  of  Sunnyvale,  Calif.  Ventritex 
produces  a  single  product  line  and  has 
no  present  ambitions  to  diversify.  The 
product  is  a  small  but  complex  gadget 
known  as  an  implantable  heart  defi- 
brillator. These  are  used  to  treat  a 
dangerous  heart  condition  called  ven- 
tricular tachyarrhythmia,  in  which  the 


heart  can  suddenly  cease  pumping 
blood  efficiently,  starving  the  body 
and  brain  of  oxygen  and  leading  to 
quick  death. 

Ventritex's  Cadence  V-100  jolts 
the  heart  back  to  a  normal  beat  with  a 
short  burst  of  electricity  sent  directly 
into  the  heart  muscle  by  implanted 
wires.  At  high  output,  the  jolt  from 


Ventritex's  chief  executive,  Frank  Fischer 
-  ?ting  the  big  boys  in  the  fast-growing  implantable  defibrillator  market. 


the  cigarette-pack-size  device  is  star 
tling  and  painful,  but  lifesaving. 

At  $18,000  each,  these  gadget 
aren't  cheap,  but  for  those  who  nee< 
them,  they  are  priceless.  So  the  mar 
ket  for  defibrillators  is  big — abou 
$450  million  this  year — and  growing 
to  an  estimated  $1  billion  by  the  yea] 
2000.  Roughly  400,000  people  di\ 
each  year  of  ventricular  tachyarrhythi 
mia.  Those  lucky  enough  to  survive 
an  attack  or  to  be  diagnosed  with  tty 
condition  beforehand,  are  prime  can 
didates  for  implantation. 

With  a  potential  market  like  this 
Ventritex  feels  it  is  more  important  tC 
maintain  its  leadership  rather  than  tc 
branch  out.  "We  want  to  maintair 
our  product  leadership  rather  than 
worry  about  diversifying,"  says  Franlj 
Fischer,  52,  chief  executive  officer. 

Only  approved  by  the  Food  &  Dru^ 
Administration  for  commercial  use  in 
late  April  1993,  the  Cadence  V-10(j 
will  this  year  get  37%  of  the  U.S 
market,  soundly  trouncing  competing 
models.  Its  competitors  are  much  big 
ger  companies  than  Ventritex — a  divi- 
sion of  Eli  Lilly  &  Co.  and  the  $1.4 
billion  (sales)  Minneapolis -based 
Medtronic,  Inc.;  together  they  will 
garner  about  60%  of  the  U.S.  market 

How  Ventritex  built  up  such  arj 
impressive  record  so  quickly  is  a  basic 
lesson  in  making — and  selling — a  bet- 
ter mousetrap.  Dr.  Debra  Echt  of  the 
Vanderbilt  University  School  ol 
Medicine  in  Nashville  was  a  membeii 
of  the  FDA  panel  that  evaluated  the 
Cadence  for  commercial  use.  Marvels 
she:  "Their  competitors  were  taken 
by  surprise." 

The  creators  of  the  Cadence,  Ben- 
jamin Pless,  35,  and  Michael 
Sweeney,  43,  realized  that,  working 
for  a  tiny  outfit,  they  needed  more 
than  just  a  me-too  product.  "We  were 
a  new  company  with  no  track  rec 
ord,"  says  Pless.  "What  we  needed 
was  a  better  product."  The  two  had 
worked  together  at  Intermedics, 
maker  of  implantable  pacemakers  ini 
Texas,  that  had  begun  research  into 
implantable  defibrillators. 

Pless  and  Sweeney  designed  several 
new  features  into  the  Cadence  defi- 
brillator. They  inserted  memory  chips 
to  record  the  heart's  reaction  to 
shocks.  During  checkups,  a  doctor 
can  review  these  records  and  for  the 
first  time  see  how  the  heart  behaved 


Kith. 
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HOW  THE  FIRST 
NATIONAL  BANK 
OF  CHICAGO  GOT  A 
HIGH  RETURN 

FROM  INVESTING 

WITH  OLSTEN. 


Vith  an  average  of  225  assignment 
mployees  each  week,  The  First 
ational  Bank  of  Chicago  turned  to 
)lsten  Staffing  Services  to  provide 
nd  manage  their  supplemental 
taff.  Our  on-site  management 
oordinates  First  Chicago  Bank's 
upplemental  staffing  in  office 
utomation,  secretarial,  account- 
ng,  and  a  wide  variety  of  other 
esponsibilities.  And  we  can  give 
our  company  the  same  kind  of 
eturn  on  your  investment.  To  find 
ut  more  about  Olsten's  customized 
ervices,  call  1-800-225-8367  or  contact 
vllen  Gershlak,  Senior  Vice  President 
'artnership  Programs,  One  Merrick 
wenue,  Westbury,  NY  11590. 


A' 


\  Olsten 

}  1  Staffing  Services5 


The  Working  Solution* 


1.  ANALYSIS  -  First  Chicago  Bank's 
temporary  staffing  needs  were  on  the 
rise  -  but  they  had  limited  resources  to 
coordinate  and  manage  their 
assignment  employees. 


2.  INVESTMENT-  First  Chicago  Bank 
turned  to  Olsten  and  their  unique  Partnership 
Program™  services.  Olsten  provided  an  on-site 
manager  to  coordinate  assignment  employees 
from  Olsten  and  three  other  staffing  services. 
Olsten  management  then  customized  all 
reporting  and  consolidated  all  billing 
and  invoices.  \ 


v, 


3.  RETURN  -  First  Chicago  Bank's  strategic 
staffing  is  now  expertly  managed  in  a 
cost-efficient  way.  The  bank's  Manager  of 
Employment  and  Temporary  Services  says, 
"Olsten  is  a  great  partner,  and  they've  done 
a  terrific  job  in  handling  this  responsibility." 
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before,  during  and  after  a  shock.  Us- 
ing a  remote  control  wand,  he  can 
then  reprogram  the  Cadence  so  that 
next  time,  for  example,  it  will  deliver  a 
lower  but  still  effective  shock  that  is 
more  comfortable  for  the  patient — or 
a  harsher  shock  if  that  is  called  for. 

Pless  and  Sweeney  also  decided  to 
design  the  Cadence  so  that  it  would 
send  the  electrical  charge  in  a  so-called 
biphasic  waveform,  combining  posi- 
tive and  negative  polarity.  In  laborato- 
ry studies,  die  biphasic  waveform 
stopped  most  fibrillation  attacks  with 
much  less  energy  than  the  monophasic 
waveform  used  by  rival  products. 

Ventritex  was  born  in  1985  when 
William  Starling,  an  entrepreneur 
who  specialized  in  medical  device 
startups,  raised  $1.4  million  in  seed 
money  from  private  investors,  then 
recruited  Pless  and  Sweeney  to  begin 
development  on  a  prototype  implant- 
able defibrillator. 

From  the  start  Pless  and  Sweeney 
knew  they  were  fighting  time.  De- 


mand for  the  product  was  guaran- 
teed, because  drug  treatments  for  the 
condition  had  been  largely  ineffec- 
tive. They  also  knew  that  the  market 
would  open  for  competition  after  a 
key  patent  on  a  first-generation  defi- 
brillator held  by  Eli  Lilly  was  to  expire 
in  1989. 

Fischer,  Pless  and  Sweeney  as- 
sumed others  would  get  a  product 
first,  given  their  vastly  superior  re- 
sources and  their  headstart  in  devel- 
oping implantable  defibrillators.  "We 
thought  we  would  be  out  later,  so 
why  would  anyone  choose  our  prod- 
uct unless  it  was  vastly  superior?"  says 
Fischer,  who  joined  after  being  re- 
cruited from  Cordis,  a  then  $200 
million  medical  device  company 
where  he'd  been  a  division  president. 

While  Pless  and  Sweeney  labored  in 
their  labs,  Fischer  and  Starling  hit  the 
pavement  to  raise  money.  It  was 
hand-to-mouth.  The  product  devel- 
opment was  eating  up  $5  million  a 
year.  By  the  time  Ventritex  had  a 


Benjamin  Pless  (left)  and  Michael  Sweeney  with  their  Cadence  V-100 

sady  planning  to  make  this  mousetrap  obsolete  with  a  new  model. 
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product  and  was  ready  to  go  publi 
Starling's  equity  in  the  company  haj 
been  diluted  down  to  2.4%.  An  initij 
public  offering  for  25%  of  the  stoq 
brought  in  $70  million  two  years  ag<j 
Starling  now  owns  less  than  1%. 

While  rivals  made  their  defibrillj 
tors  in  Puerto  Rico  because  it  w 
cheaper,  Ventritex  created  a  small  fac 
tory  within  its  ranch-style  offic 
building.  Cadence's  metal  case  is 
chined  and  polished  in  one  roorrj 
while  in  another  the  electronic  gu 
are  soldered.  There's  a  sterile  "deal 
room"  for  final  assembly. 

Once  FDA  approval  was  in  hanc 
Ventritex  hit  the  ground  running 
The  Cadence  V-100  was  marketed  t 
electrophysiologists,  subspecialisl 
within  cardiology  who  prescribe  tft 
device.  Many  of  the  1,000  practicin 
physicians  were  ready  to  buy,  sine) 
they  already  knew  about  the  device 
advanced  features  from  medical  re) 
views  and  the  results  of  clinical  trialsi 

Starling,  who  clearly  prefers  tra 
ordeal  of  starting  companies  to  th 
seemingly  easier  job  of  running  them 
left  in  late  1991  with  Ventritex  stoc 
worth  $6  million  to  head  anothe 
startup,  Cardiac  Pathways  Corp 
which  develops  a  product  that  com) 
plements  defibrillators,  in  Sunnyvale 
Calif.  The  original  backers  have  seej 
their  $1 .4  million  grow  to  more  thai 
$35  million. 

Fischer,  Pless  and  Sweeney  hav 
also  been  well  rewarded.  With  stoc 
options,  Fischer  holds  shares  wort 
about  $5  million;  Sweeney,  $4  mi 
lion;  and  Pless,  $3  million. 

Recently  selling  a  shade  above  it! 
ipo  price,  Ventritex  has  a  market  caj 
of  $400  million.  For  the  year  ended  in 
June  it  turned  its  first  profit — $9  mil 
lion,  or  44  cents  a  share,  against  a  los 
last  year  of  $33  million. 

But  this  success  hangs  by  the  thi 
thread  of  product  superiority,  an  edg 
that  must  be  constantly  maintainec 
The  next  model,  the  Cadence  V-l  101 
approved  for  commercial  use  in  earl 
August,  has  begun  to  replace  the  V 
100  and  the  new  defibrillator  is  16°A 
lighter  and  20%  smaller  than  the  V 
100.  The  Cadet  V-l  15,  expected  bj 
the  end  of  1995,  will  be  40%  light 
and  47%  smaller  than  the  V-100,  witi 
larger  memory.  Ventritex  hopes  tc 
build  a  successful  company  by  con 
stantly  obsoleting  itself. 
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IT  Sheraton,  you'll  find  desks  with 
les,  morning  newspaper  delivery, 
e  makers,  and  exclusive  Club  Level 

fAY  AT  SOME  OF  THE 
OREO'S  OEST  HOTEES 
AND  GET  A  CHANCE 

TO  STAY  AT  THE 
IRED'S  BEST  RESORTS 


s*  Plus,  you'll  be  able  to  stay  in 

I  with  your  office  easily  by  using 
AT&T  Corporate  Calling  Card.  If  you 
It  already  have  an  AT&T  Corporate 
ng  Card,  call  1-800-682-1060  today 
rder  one.  As  for  vacations,  join 
Sheraton  Club  International,  and 

II  quickly  earn  ClublVliles  toward 
travel  and  hotel  stays  in  any  of 
world  class  resorts.  For  reser- 
9ns,  call  your  travel  professional 

ITT     Sheraton         ^  AT&T  Corporate 

-800-325-3535. 
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of  the  ITT  Sheraton  properties  around  the  world:  South  America:  Sheraton  Buenos  Aires  Hotel  &  Towers,  Sheraton  San  Cristobal  Hotel  &  Towers,  Sheraton  Rio  Hotel 
Mexico  &  Caribbean:  Sheraton  Maria  Isabel  Hotel  &  Towers,  Sheraton  Port  De  Plaisance  Resort  &  Casino    Canada:  Sheraton  Centre  Toronto  Hotel  &  Towers,  Le  Centre 
m  Hotel  &  Towere     Europe:  Sheraton  Park  Tower  Hotel.  London,  Sheraton  Brussels  Hotel  &  Towers    Asia:  Sheraton  Hong  Kong  Hotel  &  Towers,  Royal  Orchid  Hotel  &  Towers, 
>k,  Sheraton  Grande  Tokyo  Bay  Hotel  &  Towers,  Sheraton  Fiji  Resort  "Available  at  most  ITT  Sheraton  hotels  in  major  U.S.  cities.  SCI  available  at  participating  properties  only. 
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When  family  and  business  become  too  ingrown, 
something  has  to  give.  Consider  the  case 
of  Forest  Oil's  Dorn  clan. 

The  Glendorn  complex 


By  Toni  Mack 

Folks  at  Forest  Oil  Corp.'s  Denver 
headquarters  like  to  joke  that  their 
company — founded  in  1916,  the  year 
before  the  Russian  Revolution — 
managed  to  oudive  the  Soviet  Union. 
But  there's  a  serious  underside  to  the 
joke.  Like  the  old  U.S.S.R.,  Forest  Oil 
was  for  several  years  run  mainly  for  the 
benefit  of  a  ruling  elite,  and  ended  up 
a  financial  mess. 

Forest  Oil  was  started  by  Forest 
Dorn,  a  Pennsylvania  oil  worker's 


son,  in  1916  to  scavenge  old  Appala- 
chian oilfields  by  pumping  water  into 
depleted  oil  reservoirs  to  force  more 
oil  out.  A  few  years  later  Dorn  invent- 
ed a  new  twist  to  this  technique  and 
applied  it  to  the  Bradford  oilfield  in 
western  Pennsylvania,  the  first  com- 
mercial oilfield  in  the  U.S.,  and  struck 
it  rich. 

Devoted  to  his  family  as  he  was  to 
his  company,  Dorn  used  some  of  his 
new  riches  to  build  a  large  main  house 


on  1,280  acres  of  land  in  Bradfor 
Pa.  He  named  the  estate  Glendor 
Over  the  years,  Dorn  and  his  heii 
constructed  eight  more  houses 
Glendorn — one  for  each  of  Dorn's  $ 
children  and  two  for  his  sister's.  A 
most  everyone  gathered  at  the  mai 
house  to  dine.  "Glendorn  was  ttt 
glue,"  says  William  Dorn,  grandsa 
of  the  founder  and  today  Forest  Oil 
chief  executive.  "It  was  a  little  unrea 
but  it  built  a  lot  of  bonds." 


If  the  nineties  are  about  getting  value 
for  your  dollar,  then  the  Ascentia"  800N  is 
truly  the  notebook  of  the  decade. 

Because  although  it  has  a  list  of  features 
that  put  it  right  up  there  in  the  high  perfor- 
mance class,  it  also  has  a  price  tag  that  will 
have  you  wondering  whether  it's  attached 
to  the  right  machine. 

For  starters,  the  SOON  gives  you  Intel's 
powerful  486DX2/50MHz  microprocessor. 
Plus  hardware  accelerated 
local  bus  graphics. 

Bottom  line,  you'll  be 
amazed  not  only  by  what 
you  can  do,  but  by  how  fast 

Out  with  the  floppy  ,  ar 
yOU  Can  do  it.  The  800N  battery  pack.  Battery  life 

manipulates  numbers  faster,  handles  graph- 
ics faster,  basically  does  everything  faster. 

And  then  there's  AST  Works'"-Mobile 
Edition.  A  unique  interface  that  includes 
software  tailored  especially  for  the  mobile 
professional  makes  you  productive  instantly. 

YOU'LL      LIKE  THE 


So  it's  easier  to  organize  files  and  quicker  to 
find  your  way  around  applications. 

We've  also  given  you  not  one  PCMCIA 
expansion  slot,  but  two.  So  you  can  add  a 
data/fax  modem  to  access  E-mail  and  check 
on-line  services,  and  there's  still  an  extra  slot 
to  add  an  Ethernet,  token  ring  or  SCSI  card. 

Oh,  and  there's  another  useful  feature 
that  you  won't  find  on  many  notebooks: 
a  removable  floppy  drive  which  can  be 
replaced  with  a  second 
battery  pack  to  double 
battery  life,  giving  you  a 
total  of  up  to  six  hours. 
All  this,  and  the  peace 

. ...  _.:th  a  second 

s  instantly  doubled.  of  mind  of  a  3-year  world- 
wide limited  wananty,  48-hour  rapid  repair 
service?  and  our  responsive,  around-the- 
clock  telephone  support. 

Call  800-876-4AST  for  more  informa- 
tion about  the  Ascentia  800N.  If  you 
haven't  already  rushed  out  and  bought  one. 

WAY      WE      WOR  K 


Ascentia  800N 

Intel  486SX/33MHz  or 
Intel  DX2/50MHz  processor 
(3.3  volt) 

9.5"  diag.  Dual-Scan 
STN  color  display 

VL  bus  hardware  graphics 
accelerator 

250MB  or  340MB  hard  drive 

4MB  RAM  standard, 
expandable  to  20MB 

2  Type  II  or  1  Type  III 
PCMCIA  slots 

SmartPoint  19mm  trackball 

NiMH  battery 

8.8"(d)xl0.4"(w)x1.7"(h)( 
5.9  lbs. 

Pre-loaded  with 
AST  Works-Mobile  Edition 
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In  the  1940s  and  1950s  Forest 
Dorn  gave  each  of  his  five  sons  a 
region  of  the  U.S.  to  explore.  By  then, 
Forest  Oil  was  heavily  into  wildcat- 
ting.  The  eldest  son,  Dale,  became 
chairman  when  Forest  died  in  1957. 

Wildcatting  is  expensive.  This  was  a 
problem  for  Forest  Oil.  As  a  private 
company,  it  could  fund  its  drilling 
budget  only  with  debt  and  whatever 
oil  it  found.  "It's  hard  for  me  to 
remember  a  time  when  we  weren't 
capital  constrained,"  says  Bill  Dorn. 
"Sure,  there  were  offers  to  merge,  but 
we  weren't  interested.  The  family  was 
too  close-knit."  So  in  1969  Dale 
Dorn  sold  a  minority  stake  to  the 
public. 

After  oil  prices  peaked  in  1980, 
most  publicly  owned  wildcatters  cur- 
tailed their  exploration  activities  and 
cut  their  payrolls  way  back.  If  man- 
agement hadn't,  shareholders  would 
have  replaced  them,  or  threatened  to 
do  so.  Oil  company  takeovers  were 
rampant,  from  giant  Gulf  down  to 
little  independents. 

The  Dorns  were  different.  They 
still  owned  54%  of  Forest  Oil's  stock. 
To  ensure  absolute  control,  they  cre- 
ated a  new  class  of  stock  in  1986  with 
greater  voting  power  and  offered  to 
trade  it  for  the  old  common.  But  few 
outsiders  took  the  new  stock,  since 
the  old  stock  paid  10%  more  in  divi- 
dends. With  82%  of  the  votes,  the 
Dorns  thus  faced  no  outside  threats. 

As  oil  and  gas  prices  fell,  they  kept 


Forest  President  Robert  Boswell 
Helping  clean  up  the  mess. 


exploring,  spending  money  on  their 
pet  projects  and  going  deeper  into 
debt.  Several  Dorns  and  a  few  trusted 
retainers  filled  all  the  top  jobs  and 
paid  themselves  well.  They  also  spent 
between  $600,000  and  $1  million  a 
year  to  maintain  the  Glendorn  estate, 
by  now  referred  to  as  a  "real  estate 
complex."  Recalls  Bill  Dorn,  shaking 
his  head:  "We  kept  an  organization 
big  enough  to  spend  $200  million  a 
year  when  we  only  had  $30  million  to 
spend." 

Result:  Forest  Oil  lost  $122  million 
between  1985  and  1991.  Bankruptcy 
loomed.  The  family  had  groomed  Bill 
Dorn  as  leader  for  the  third  genera- 
tion. He  took  the  chief  executive's 
post  from  his  uncle  Clayton  Dorn  in 
February  1990,  and  set  out  to  save  the 
company. 

His  first  order  of  business  was 
wresting  control  of  the  company  from 
his  spendthrift  kin.  For  ten  long 
months  he  argued  with  them,  and 
finally  convinced  his  father,  three  un- 
cles, an  aunt  and  two  other  longtime 
executives  to  retire.  This  cost  the 
company  some  $10.5  million  in  early 
retirement  benefits  but  was  well 
worth  the  price. 

With  Forest  Oil  beginning  to  look 
more  like  a  professionally  run  compa- 
ny and  less  like  a  family  fiefdom,  Dorn 
and  Robert  Boswell— then  chief  fi- 


nancial officer,  now  president — stall 
ed  deleveraging  the  company. 
1991  Forest  Oil's  debt  and  preferril 
stock  totaled  $311  million;  commc| 
equity  was  a  negative  $31  milliq 
Dorn  and  Boswell  persuaded  son 
creditors  and  preferred  holders 
convert  their  securities  into  lowe 
cost  debt,  preferred  and  commc 
warrants.  This  cut  Forest's  interel 
and  dividend  costs  by  a  third. 

To  replace  Forest  Oil's  shrinkirl 
oil  and  gas  reserves,  Dorn  convince! 
gas  pipeliner  Enron  Corp.  to  finanq 
the  purchase  of  reserves.  Since  1991 
Enron  has  put  up  $198  million  tl 
help  Forest  buy  properties;  Forestjl 
reserves  are  up  43%.  "lust  because  rrjl 
last  name  is  Dorn,"  says  Bill  Dor^| 
"doesn't  mean  I'm  incompetent." 

By  last  year  Dorn  had  regainei 
enough  credibility  that  Forest  Oil  wq 
able  to  sell  1 1  million  new  shares  tjl 
the  public,  raising  $51.5  million.  Hi 
used  the  money  to  pay  down  debt.  Til 
help  market  the  issue,  Dorn  cori 
vinced  his  relatives  to  swap  their  sijl 
pervoting  shares  for  ordinary  one] 
vote  shares — the  family's  stake  ill 
both  the  equity  and  the  votes  is  noNl 
down  to  16%,  or  10%  assuming  cori 
version  of  common  stock  warrantl 
and  preferred  stock. 

This  year  Forest  Oil  will  sever  itjl 
last  tie  with  Glendorn,  the  old  Don 
estate.  After  1994  the  company  wi| 
no  longer  pay  for  its  maintenance 
From  now  on  Forest  Dorn's  heirs— 
who  still  own  Glendorn — will  have  t« 
fund  its  upkeep. 

From  an  investor's  point  of  view! 
Forest  Oil  hasn't  yet  turned  the  cori 
ner.  With  gas  prices  weak  again,  thj 
company  is  still  losing  money;  tht 
stock  was  recently  $3.38  a  share,  well 
below  last  year's  offering  price  of  $5 
But  losses  are  subsiding;  Barry  Sahgal 
an  oil  analyst  at  Ladenburg,  Thai 
mann,  believes  the  company  will  re 
port  a  profit  by  late  1995. 

How  have  the  Dorn  heirs — there 
are.  now  117  of  them — responded  tc 
Bill  Dorn's  actions?  "That  first  yeai 
[1990]  was  tense,"  says  Dorn.  Bui 
these  days,  when  the  extended  clar 
gathers  at  Glendorn,  the  hard  feelings 
have  faded.  "Before,  we  talked  about 
the  business  over  Thanksgiving  din- 
ner," says  Dorn.  "Now  we  talk  about 
grandkids  and  fishing  trips  and  things 
like  that."  m 
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er  Full  Service  Lease 
will  prevent  you  from 
driving  into  the  traps. 

Owning  your  own  trucks  is  no  day  at  the  club. 
But  with  a  Ryder  Full  Service  Lease,  you  can  improve 
customer  service  and  reduce  costs.  You'll  get  cus- 
tomized trucks  and  extra  or  loaner  vehicles  if  you 
need  them.  Plus  a  preventive  maintenance  plan  and 
a  competitively  priced,  comprehensive  fuel  program. 

To  learn  how  transportation  can  improve  your 
business,  call  1-800-RYDER-OK,  ext.  103,  for  a  free 
brochure  and  a  "Lease  Versus  Own  Analysis."  And  take 
a  lesson  or  two  from  the  pros.  f¥YD£f£ 


©1993  Ryder  Truck  Rental,  inc  A  Ryder  System  Co  Ryder  is  an  equal  opportunity  employer 


How  do  you  attract  talent  in  a  business  that  isn't 
growing?  The  U.S.  Army's  solution  is  to  market  junior 
officerships  as  an  alternative  to  an  M.B.A. 

'We're  not 
authoritarian 


goons 


By  Dyan  Machan 


Cadets  going  through  the  Army's  obstacle  course  at  Fort  Bragg,  N.C. 
An  inoculation  in  stress. 


Like  many  corporations,  the  U.S. 
Army  finds  itself  going  through  a 
massive  overhaul  these  days.  In  some 
ways  it  is  in  an  even  tighter  spot  than 
the  likes  of  IBM,  Sears  or  General 
Motors.  To  be  sure,  it  is  in  no  danger 
of  going  out  of  business,  but  it  has 
suffered  cuts  that  are  deeper  and  more 
painful  than  those  of  most  companies. 
The  Army  budget's  had  a  hole  shot 


through  it.  Its  middle  management 
has  been  hacked  away.  The  force  has 
shrunk  by  25%  and  there's  more  to 
go.  How,  in  these  circumstances,  do 
you  persuade  young  people  to  come 
to  work  for  you?  War  is,  after  all, 
chiefly  a  young  person's  game. 

"That's  the  $64,000  question," 
says  Lieutenant  Colonel  Kendall 
Smith,  who  is  in  charge  of  ROTC  mar- 


keting on  college  campuses.  Since 
military  switched  to  an  all-volurd 
force  in  1974,  the  Army  has  recrui 
college  graduates  as  officers  in  pari 
offering  a  rewarding  career.  But  t 
blandishment  has  been  weaken 
and  even  young  officers  who  do  \ 
have  no  assurance  that  they  won't 
back  on  the  street  when  their  c| 
tracts  are  up. 

So  the  Army  is  switching  tactics 
is  trying  to  attract  young  officer  c 
didates  with  the  promise  of  training 
leadership  and  responsibility  that « 
be  useful  in  business.  "We've  go 
great  product,"  says  Major  Geiu 
James  Lyle,  commander  of  the  U 
Army  ROTC  Cadet  Command,  spe; 
ing  of  its  training  program  for  youj 
officers.  "We  just  don't  market  it.' 
Most  business  schools  today  to 
courses  in  leadership,  al 
here  is  the  military  w 
what  could  well  be  the  b 
leadership  training  there 
The  rotc's  new  print  a 
vertisement  features  a  mi 
in  a  business  suit  with  td 
reading:  "In  college,  he  d 
cided  to  take  Army  ROT 
Today  he's  deciding  the  f 
ture  of  a  company."  T 
ad,  says  Lieutenant  Color 
Smith,  is  aimed  as  much 
employers  as  at  prospecti 
cadets. 

Why  should  businc 
need  reminding?  Becau 
the  so-called  baby  boo 
generation  that  is  now  rui 
ning  many  businesses  h| 
grown  up  either  ignorant 
the  military  or  with  a  hosti 
image  of  it.  Moreover, 
the  1970s  and  1980s  bus 
nesses  started  to  adoj 
more  informal  structure 
and  the  old  military-sty 
top-down  command  stru 
ture  went  out  of  favor  in 
lot  of  companies.  The  nun 
ber  of  corporate  decision  makers  wit 
military  experience  is  shrinking. 

"We're  not  a  bunch  of  authoritai 
ian  goons,"  snaps  General  Lyle.  Ui 
fortunately,  there  are  a  lot  of  hal 
baked  people  around  who  think  the 
are.  They  are  not  aware  that  the  moc 
ern  U.S.  Army  is  not  cut  in  soml 
goose-stepping  Prussian  pattern 
"  In  the  1980s  the  U.S.  Army  shifts: 
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Leadership 

from  its  long-held  doctrine  of  warfare 
by  attrition — a  meat-grinder  ap- 
proach of  trying  to  take  ground  and 
overpowering  the  enemy  by  sheer 
muscle,  a  tactic  that  probably  traces  to 
General  Grant  in  the  Civil  War — to  a 
more  mobile  fighting  strategy  known 
as  maneuver  warfare.  Thus,  during 
the  Gulf  war  commanders  empha- 
sized speed,  surprise  and  deception, 
driven  by  initiative  at  the  lowest  levels. 
This  is  the  military  equivalent  of  de- 
centralization, of  pushing  decision 


vid  Grossman,  an  ROTC  instructor. 

There  has  been  a  concomitant  shift 
in  the  roles  of  Army  officers.  Patrol- 
ling in  Cap  Haitien  or  helping  keep 
the  peace  in  Mogadishu  requires  de- 
grees of  tact,  intelligence  and  discre- 
tion that  go  far  beyond  that  demand- 
ed of  someone  whose  only  job  is  to 
command  a  platoon  in  combat.  "This 
stuff  isn't  in  the  manuals,"  says  Lieu- 
tenant Colonel  Kendall  Smith.  "They 
have  to  think  on  their  feet."  And  with 
Army  units  stationed  in  105  coun- 


A  lecture  to  cadets  at  Advance  Camp  at  Fort  Bragg,  N.C. 

Learning  that  success  depends  on  teamwork,  unit  cohesion  and  motivating  people. 


making  down  to  the  operational  level. 

The  doctrine  of  maneuver  warfare 
is  not  new.  It  dates  back  at  least  to 
Genghis  Khan's  Mongol  cavalry, 
through  the  German  strategy  of  blitz- 
krieg during  World  War  II,  and  to 
Israeli  tactics.  The  doctrine  calls  for 
smaller  forces  moving  quickly  and 
unpredictably  to  confuse,  panic  and 
ultimately  rout  the  enemy. 

The  new  U.S.  thinking  is  based  on 
research  that  has  found  that  most 
major  battles  have  been  turned  not  by 
a  general's  orders  but  by  low-ranking 
officers  taking  action  based  on  a  com- 
mander's plan.  "It's  the  cutting  edge 
of  military  thought,"  says  Major  Da- 


tries,  "officers  can't  be  writing  [head- 
quarters] for  instructions." 

The  doctrinal  change  in  the  Army 
mirrors  a  similar  change  in  corporate 
strategy.  In  the  1970s  Japanese  com- 
panies adopted  a  civilian  equivalent  of 
maneuver  warfare  in  manufacturing, 
called  "cycle  time,"  and  slaughtered 
American  competitors  (Forbes,  Dec. 
9,  1991).  During  the  1980s  some 
U.S.  companies,  notably  Xerox  and 
Compaq  Computer,  adopted  the 
same  strategy.  It  is  the  Army's  conten- 
tion to  business  that  it  is  deactivating  a 
cadre  of  officers  who  are  trained  in  the 
field  for  such  corporate  warfare.  And 
the  promise  of  such  training,  applica- 


ble to  subsequent  civilian  can] 
serves  as  a  recruiting  tool  for 
officers. 

Nowadays  military  training  is 
fleeting  these  types  of  changes.  In 
summer  between  a  cadet's  junior 
senior  college  year,  he  or  she  gets  j 
to  Advance  Camp,  a  six-week  r, 
gram  of  rigorous  physical  and  leac 
ship  training  (sec  following  story). 
cadets  get  rotated  into  several  dif 
ent  leadership  roles,  ranging  m 
squad  leader  to  unit  commanc 
"Advance  Camp  teaches  good  d 
sion  making  under  difficult  coi 
tions,"  says  Major  Grossman 
stress  inoculation." 

The  emphasis  in  Advance  Cam 
on  leadership,  not  just  problem  an 
sis  or  decision  making.  The  idea  i 
teach  officer  candidates,  through 
peated  high-stress  exercises,  to  mc 
vate  their  troops,  work  together  a 
cohesive  unit  and  be  responsible 
the  group. 

And  here  is  where  the  military  re« 
shines:  A  23-year-old  first  lieuten; 
in  an  Army  airborne  division  is 
sponsible  for  18  lives  and  six  Apaq 
helicopters — nearly  $100  million  d 
lars'  worth  of  equipment.  How  ma 
23-year-olds  in  civilian  life  get  tl 
much  responsibility  at  an  early  age- 
ever?  Not  many. 

Business  schools,  of  course,  also 
to  teach  leadership  skills.  Harva 
Business  School,  known  as  "the  W 
Point  of  Capitalism,"  has  studei 
play  computer  simulations  of  corp 
rate  competition.  Stanford  Univer 
ty's  business  school  has  a  course  call 
"Learning  to  Lead,"  in  which  it  i 
quires  its  students  to  take  on  a  lead« 
ship  role,  say,  running  the  finari 
club.  Aid  it  has  students  participate 
role  playing — for  example,  a  markc 
ing  man  has  a  conflict  with  a  manufa 
turing  guy. 

But  this  is  merely  playacting, 
young  platoon  commander  isn't  pla 
ing  games  in  the  field.  He's  out  the 
dealing  with  40  or  so  real  hum 
beings.  A  young  business  executi 
who  spent  three  years  as  a  juni 
officer  in  the  U.S.  Marines  puts  it  tl 
way:  "When  you  are  responsible  fi 
people  the  way  a  young  officer  is,  yd 
soon  learn  to  figure  out  who  is  bul 
shitting  you  and  who  isn't."  That 
not  something  they  can  teach  you  i 
business  school.  ■ 
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The  Army  claims  it  teaches  leadership. 
I  got  drafted  to  check  it  out. 


Can  I  go  home  now: 


s 


By  Dyan  Machan 


The  rope 
drop  exercise 
The  intrepid 
reporter  craw  is 
out  on  a  rope, 
waits  for  orders 
and  plunges  intc| 
water  40  feet 
below. 


Can  leadership  really  be  taught?  The 
Army  claims  it  can,  and  invited 
Forbes  to  send  a  reporter  to  sample 
its  Advance  Camp,  the  six-week  sum- 
mer program  for  officer  candidates 
held  at  Fort  Bragg,  N.C.  and  Fort 
Lewis,  Wash.  From  the  time  I  was  12, 
I'd  always  dreamed  of  doing  military 
training.  Now,  at  36, 1  got  my  chance. 

The  day  at  Fort  Bragg  started  with 
predawn  calisthenics  and  a  3 -mile 
run.  When  I  jokingly  asked  if  I  could 
wear  my  headphones  during  the  jog,  I 
got  a  cold  stare — this  wasn't  Outward 
Bound.  During  one  exercise  we 
crawled  out  on  a  rope  and  dropped  40 
feet  into  water — one  male  cadet  was 
stuck,  glued  to  the  tower  by  fear.  He 
was  a  goner,  I  was  told.  About  3%  of 
an  Advance  Camp  session  wash  out. 

The  Army  grades  its  cadets  on  16 
different  "leadership  dimensions. " 
Some  are  what  you'd  expect:  plan- 
ning and  organizing,  technical  com- 
petence, judgment.  Others  I  found 
more  surprising:  sensitivity,  written 
communication,  delegation  and  oral 
presentation. 

One  squad  was  told  to  build  a 


bridge  over  a  minefield.  During  this 
exercise  a  man  was  "killed."  Short  of 
resources,  the  innovative  squad  leader 
made  use  of  the  "body"  as  a  plank, 
leading  the  troop  over  him.  While  the 
leader  got  otherwise  high  marks,  he 
lost  points  in  one  area:  sensitivity. 

Then  it  was  my  turn  as  squad  lead- 
er, and  I,  too,  was  told  to  build  a 
bridge.  This  time  it  was  across  several 
posts  sticking  up  out  of  fast-running 
water.  The  bridge  had  to  be  built  so 
we  could  roll  food  barrels  over,  bring 
across  my  squad  and  then  dismantle 
the  structure  so  the  enemy  couldn't 
follow.  We  had  15  minutes. 

Looking  around,  I  saw  some  wood- 
en boards,  none  of  which  appeared 
the  right  size,  some  rope  and  some 
hardware.  Hardware?  I  figured  this 
was  tossed  in  to  throw  me  off.  They 
can't  fool  me,  I  thought,  but  then  I 
kind  of  froze  up. 

Muttering  to  my  troops  some 
vague  orders  that  the  strongest  men 
ought  to  be  the  ones  heaving  the 
planks,  I  basically  relinquished  con- 
trol. Sensing  the  leadership  vacuum, 
several  squad  members  dug  in,  figur- 


ing the  thing  out.  Somehow,  tl 
bridge  got  built.  As  I  crossed,  I  wo  f 
dered  if  the  evaluator  would  buy  tl| 
argument  that  my  apparent  lack 
leadership  was  a  ploy  to  "empoweil 
the  troop  to  solve  the  problem  itsel 
(Tom  Peters  would  have  loved  thisll 

I  didn't  think  the  fib  would  worl 
though,  and  it  didn't.  Sergeant  Majol 
Hutchins'  evaluation  of  my  leadef 
ship:  "Stayed  in  middle  of  squad  will 
arms  crossed,  offering  very  little  guicl 
ance."  Grade:  satisfactory,  whicl 
probably  had  a  lot  to  do  with  goo  I 
press  relations.  Also,  as  Hutchins  saicl 
the  mission  was  accomplished. 

Still,  I  learned  from  the  humiliatiol 
to  take  more  initiative,  not  to  hanl 
back,  to  get  in  there  and  stir  things  up | 

I  had  a  second  chance.  This  time 
Fort  Lewis,  a  wooded  post  near  Taccl 
ma  with  Mount  Rainier  as  a  backdrop 
Here  I  joined  a  squad  about  to  g> 
through  part  of  what  they  call  thei 
Audie  Murphy  exercise — named  fol 
the  WWII  hero/war- movie  star, 
took  the  place  of  a  cadet  who  ha« 
twisted  an  ankle.  It  was  a  four-persoil 
exercise,  and  the  squad's  time  in  com] 
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selling  below  their  private  market  value. 
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pleting  the  mission  would  counl 
each  cadet's  score  even  though  t 
were  handicapped  by  this  female  c 
ian  who  had  no  upper  body  stren£ 
After  all,  teamwork  is  an  element 
leadership. 

Our  mission  was  to  get  throug 
series  of  obstacles  and  take  a  bunt 
assuming  enemy  fire  the  entire  wi 
The  exercise  started  when  I  let  oi 
war  cry  I  didn't  know  I  had  in  me. 
charged  down  a  dirt  path.  At  the 
of  a  ravine  the  three  men  in  my  sqi 
handed  me  their  rifles  after  heav 
me  up  a  cliff,  so  they  could  follow.  J; 
at  that  moment,  a  green-face  "ei 
my"  popped  out  to  shoot  us. 
grabbed  somebody's  M-16 — 1 
some  reason  they  wouldn't  give  m| 
gun — and  blasted  off  many  roun 
That  would  later  prove  unwise. 

We  continued  under  barbed  wi 
through  opaque  purple  smoi 
scrambling  across  rope  bridges,  ai 
crawling  face  down  about  30  yards 
where  we  could  attack  the  bunk 
The  crawling  took  all  my  streng; 
but  when  I  saw  the  guy  behind  i 
having  trouble,  I  yanked  him  along 
his  armpit.  I  felt  redeemed. 

Then  it  came  time  to  take  the  bul 
ker.  None  of  our  hand  grenades  h 
so  a  squad  member  ran  forward 
force  out  the  enemy  with  rifle  fn 
Unfortunately,  he  got  there  and  re; 
ized  I  had  shot  off  all  his  ammunitio] 
No  matter.  I  charged  forwar 
grabbed  a  bayonet  and  plunged  it  in 
the  heart  of  an  enemy  rubber  ti( 
screaming  "Kill!"  Sure,  we  would 
have  died,  but  I  showed  great  spir 
My  squad  was  proud. 

As  miserably  as  I  performed  in  the 
two  exercises,  I  did  excel  at  others^ 
primarily  the  daredevil  stuff  lil 
jumping  off  ropes  into  water,  drivir 
an  MlAl  tank  at  full  speed  and  ra| 
pelling  off  towers — everything  II 
dreamed  of  doing  as  a  tomboy  kid. 

Did  I  come  back  a  leader?  Not 
two  days,  but  I  returned  with  a 
understanding  that  leadership  isni 
best  taught  in  a  classroom  but  exper 
enced  firsthand.  Unlike  busine 
schools,  which  train  leaders  by  pu 
ting  them  on  the  spot  and  makin 
them  think  on  their  feet,  the  Arni 
tests  both  intellectual  and  physic 
mettle.  In  that  sink-or-swim  enviror 
ment,  you  learn  quickly  that  nothini 
is  accomplished  alone. 
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Today's  treasury  operation  is  concerned  with  a  lot 
more  than  managing  cash.  At  Digital,  treasurer 
Ilene  Jacobs'  team  uses  cutting  edge  tools  and  sea- 
soned judgment  to  arrange  financing,  hedge  foreign 
exchange,  invest  pension  assets,  buy  insurance,  and 
address  risk. 

Digital's  treasury  managers  keep  themselves  on 
the  cutting  edge  by  attending  seminars  at  Harvard  and 
by  sharing  experiences  with  other  members  of  the 
National  Association  of  Corporate  Treasurers.  And  they 
read  the  only  publication  that  covers  all  aspects  of  their 
job:  Treasury  &  Risk  Management. 


With  unparalleled  access  to  treasurers  in  major  U.S. 
corporations,  Treasury  &  Risk  Management  fills  issue 
after  issue  with  real-world  examples  of  how  innovative 
treasury  managers  deal  with  some  of  the  thorniest 
dilemmas  of  the  day.  That's  why  the  Wall  Street  Journal 
recently  quoted  the  magazine  in  its  front-page  story  on 
the  use  of  derivative  instruments. 

For  more  information  on  how  to  place  your  advertising 
message  in  the  leading  publication  for  treasury  managers, 
call  Lissa  Short  at  (212)  541-0514 
or  Jim  Mack  at  (312)  704-0012. 


The  Smarter  Option 
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Seen  an  ad  with  foul  language  lately?  It  was  probably 
written  by  a  copywriter  short  on  original  ideas. 

Crude  doesn't 
sell 


By  R.  Lee  Sullivan 


Dr.  Martens  print  ad 

Questioning  a  caterpillar's  parentage. 


For  the  latest  evidence  that  ads 
rising  copywriters  are  spinning  ou 
control  in  their  efforts  to  br 
through  the  media  clutter,  consi| 
the  following: 

A  billboard  campaign  for 
Houston-based  chain  of  Landi 
Seafood  Restaurants  boasts:  "Li 
dry's  shucks  big  time!11  An  ad  for  j 
Martens  shoes  refers  to  a  20-fooj 
caterpillar  as  a  "'lucky  little  bastan; 
A  new  campaign  announcing  that  f 
Broadcasting's  Melrose  Place  soap  6 
era  has  switched  days  declares:  "Mc 
days  are  a  bitch.11  A  Sega  Genesis 
ad  for  a  video  baseball  game  show 
base  runner  hit  in  the  groin  by| 
hardball  and  collapsing  in  agony,  j 

Why  the  sudden  surge  in  lout 
language  and  rude  images? 

"It's  all  this  smart-aleck  Genei 
tion  X  stuff,11  says  Deborah  Morriso 
who  teaches  advertising  copywritii 
at  the  University  of  Texas.  She  thin 
jaded  young  people  consider  bad  tas 
more  genuine  than  good  taste. 

Deborah  Kennedy  is  managing  o 
rector  of  Cole  &  Weber,  the  Portlani 
Ore.  agency  that  wrote  the  Dr.  Ma 
tens  shoe  ad  copy.  She  defends  the  u| 
of  uncouth  language  on  the  grouni 
that  good  ads  mirror  the  speech  of  tl 
audience  they're  meant  to  reach, 
people  are  sprinkling  more  four-lett! 
words  into  their  conversations,  cop 


ndry's 

TIME! 


Billboard  for  a  Landry's  seafood  restaurant 
Coming  down  after  complaints. 
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Inter  the  wofl^Sthe  Financial  Times  -  /ree  for  a  month! 


lews  reports  are  crisp, 
r  and  complete.  Its  opinion 
mns  are  informed,  intelli- 
and  authoritative.  It  is 
k,  precise,  definitive. ..how 
day  begins  for  one  million 
natives... the  FINANCIAL 
ES,  the  newspaper  of 
id  business. 

he  lively  "Monday  FT"  sets 
sbal  agenda  for  your  week 
id.  The  daily  FT  Markets 
es  offer  you  the  world's  most 
ted  source  of  financial  facts 
figures.  Throughout  the 
more  than  200  comprehen- 
in-issue  FT  Special  Surveys 


help  you  unravel  and  manage 
critical  issues.  At  every  turn, 
from  business  to  politics  to 
analysis  and  the  arts,  you'll  ben- 
efit from  what  the  FINANCIAL 
TIMES  is  legendary  for:  foresight 
not  hindsight. 

If  business  or  travel  takes  you 
abroad. ..if your  customers  and 
clients  live  or  work  overseas.. .if 
your  products  and  services  sell 
internationally. .ifyour  invest- 
ments are  global. ..ifyour  inter- 
ests extend  beyond  the  limited 
reach  of  your  local  paper,  do 
try  the  FINANCIAL  TIMES  free 
for  a  month. 


Free  trial  offer 

□  YES ...  send  me  the  FINANCIAL  TIMES  six  days  a  week  (Monday- 
Saturday)  lor  the  next  four  weeks  FREE.  If  I  like  it,  I'll  pay  just  $125  for  a  six 
month  subscription  (26  weeks  in  all)  when  you  bill  me  later.  That's  $100  off 
the  regular  price.  If  I  decide  it's  not  for  me,  I'll  write  "cancel"  on  your  invoice, 
return  it  and  owe  nothing  -  even  so,  the  month  of  free  issues  are  mine  to  keep. 


Tltl. 

Company 

AJ,lrr„ 

City 

TelraJioM 

la 

1   mlc 

Zip  Code 

SSSSZ  ^Ifts  short-twin 
"~™        rates  to  curb ,  inflation 

n 


Mail  to  FINANCIAL  TIMES,  14  East  60th 
Street,  New  York,  NY.  10022- 1087. 
For  fast,  immediate  service  ring 
(800)  628-8088  x  153.  Or  transmit 
this  coupon  by  facsimile  to  (212) 
308-2397. 

OFFER  GOOD  IN  VS.  ONLY  THROUGH  DECEMBER  alST,  I9W  SA-127 


MARKETING 


"TOUGH 
MOTHERS." 
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Columbia  Sportswear's  new  campaign  for  blue  jeans 

A  similar  ad  was  turned  down  by  The  New  Yorker  in  1983. 


New  Dewar's  print  ad 

Referring  to  a  different  sort  of  profile. 


w  riters  should  feel  free  to  use  them  in 
ads.  "It's  more  honest  and  direet 
because  it's  the  way  people  talk,"  she 
says.  Admits  Edward  Kosner,  editor- 
in-chief  of  Esquire  magazine,  which 
recently  ran  the  Dr.  Martens  shoe  ad: 
"Advertising  is  just  a  trailing  indicator 
of  popular  culture." 

However  it's  rationalized,  the 
trend  toward  rude  advertisements 
seems  to  be  a  peculiarly  American 
phenomenon.  Though  always  wry 
and  cheeky,  British  ads  are  rarely 
crude.  Gary  Sollof,  a  copywriter  with 


ad  agency  dmb&b  in  London,  was 
recently  prohibited  from  using  the 
word  "damn"  in  a  television  com- 
mercial. "The  [industry]  censors 
wouldn't  let  us  say  it,"  he  grumbles. 
The  French  use  female  nudity  liberal- 
ly in  their  advertising.  But  vulgar  lan- 
guage? "Jamais!"  blanches  Cecile 
Gerardin,  programming  consultant 
with  French  network  TF1 . 

Philip  Dusenberry,  chairman  of 
agency  bbdo  New  York,  thinks  rude 
ads  say  more  about  the  agencies  that 
create  them  than  about  broader  cul- 


Fox's  ad  for  "Melrose  Place" 


And  then  you  die? 


tural  trends.  "Being  crude  is  a  la 
resort,  extreme  effort  to  attract  atte: 
tion,"  says  Dusenberry.  "When  yd 
don't  have  an  idea,  you  do  somethil 
starding.  But  it  won't  last — it  doesr 
have  any  legs."  Concurs  Kiki  Ke: 
drick,  a  creative  director  at  Ne 
York's  Kirshenbaum  &  Bond:  "Th 
agency  wasn't  brought  up  to  swear. 

It's  doubtful  that  ads  relying  c 
crude  language  do  much  for  the  z\ 
vertiser,  no  matter  how  many  hea< 
they  might  turn.  Studies  show  th 
people  do  tend  to  remember  outr; 
geous  ads  but  often  forget  what  proc 
uct  is  being  flogged.  Isuzu's  clevl 
"Joe  Isuzu"  campaign  from  sever 
years  ago  is  a  case  in  point;  the  prevaf 
eating  car  salesman  got  guffaws,  bii 
moved  precious  little  product. 

Worse,  such  ads  can  generate  bac 
will.  Landry's  Seafood  Restaurant 
got  so  many  complaints  about  ij 
billboard  ads  that  now  it's  takini 
them  down.  An  ad  for  the  Portlan 
Orejjonian  promised  readers  the 
would  be  well  enough  informed  ti 
"Kick  Butt  on  Jeopardy;  the  Oregd 
nian  killed  the  campaign  after  iratj 
subscribers  protested. 

Elizabeth  Grossi,  a  Manhattai 
teacher,  shared  her  bus  stop  with 
Melrose  Place  poster  for  several  weeks 
She  was  not  amused:  "I  shouldn' 
have  to  see  offensive  ads  like  that,  anc 
neither  should  my  child."  ■ 
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Give  away  a  product  and  then  try  to  collect?  That's  one 
of  the  ways  software  vendors  are  circumventing  crowded 
distribution  channels  and  reducing  marketing  costs. 

Honor  system 


By  Julie  Pitta 

When  John  McAfee  started  a  soft- 
ware outfit  five  years  ago,  he  knew  he 
would  have  a  hard  time  getting  his 
antivirus  program  onto  those  crowd- 
ed store  shelves.  So  McAfee  Asso- 
ciates gave  the  program  away — with 
an  entreaty  to  the  customer  to  try  it 
and  then  mail  in  a  check  for  $25  if  he 
found  the  program  useful. 

"Everyone  said  I  was  crazy,"  Mc- 
Afee remembers.  All  the  more  so  in 
the  pirate -plagued  software  business. 
Computer  jockeys  are  notorious  for 
copying  software  and  passing  it  on  to 
friends.  And  it  isn't  just  teenage  nerds 
who  pirate:  McAfee,  49,  a  computer 
programmer  for  General  Electric  and 
Lockheed  in  the  20  years  before  he 
became  an  entrepreneur,  admits  that 
he  had  often  copied  software  before 
he  began  peddling  it.  "It's  not  some- 
thing I  do  anymore,"  he  says,  some- 
what sheepishly. 

Hence  his  reliance  on  an  honor 
system  to  bring  in  the  money.  Since 
the  stuff  was  vulnerable  to  free -riders 
anyhow,  maybe  a  sense  of  guilt  would 
bring  in  the  cash.  McAfee  sells 
"shareware,"  software  that's  posted 
on  electronic  bulletin  boards  and  thus 
accessible  to  anyone  with  a  modem- 
equipped  personal  computer. 

Shareware  has  been  around  for 
nearly  as  long  as  the  PC  (Forbes,  Nov. 
28,  1988),  its  purveyors  never  reach- 
ing the  top  ranks  of  software  vendors 
but  nonetheless  surviving  on  low  rev- 
enues by  dint  of  minimal  marketing 
costs.  One  thing  going  for  shareware 
programs  is  that  their  suggested  (not 
to  mention  actual)  prices  are  usually 
much  lower  than  those  of  software 
sold  in  retail  stores.  The  main  draw- 
back is  that  shareware  has  typically 
been  harder  to  use.  Its  designers  gen- 
erally lack  the  resources  needed  to 
test- market,  debug  and  refine  their 
product,  let  alone  provide  on-line  ad- 
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vice  to  users. 

Nevertheless,  such  efforts  chip 
away  at  conventional  distribution — 
and  the  traditional  retail  distribution 
channel  is  under  attack  from  other 
quarters.  Manufacturers  IBM,  Apple 
Computer  and  Gateway  2000,  and 
wholesaler  Ingram  Micro  are  enclos- 
ing cd-rom  software  catalogs  with 
their  PCs;  the  PC  owner  can  gain  access 
to  the  software  by  downloading  it 
from  the  telephone. 

McAfee  sells  two  software  pack- 
ages: VirusScan,  which  protects 
your  PC  from  viruses,  and  Netshield, 
which  monitors  security  in  local  area 
networks.  To  try  one  out,  just  log 
on  to  Prodigy,  America  Online, 
CompuServe  or  the  Internet,  and 
hunt  down  the  McAfee  bulletin 


board  (net  address:  mcafee@Bl 
LETIN  BOARD'S  NAME.com 

When  you  get  it,  the  netwoi 
server  makes  a  copy  of  the  softw 
and  routes  it  via  the  telephone  line 
your  PC,  which  stores  it  on  the  h 
disk.  With  a  9,600-bit-per-secc 
modem,  you  can  download  McAfe 
200-kilobyte  virus  protector  in  a  lii 
less  than  3  minutes. 

About  100,000  potential  custo 
ers  download  McAfee's  software  a 
month.  Of  those,  about  20%  even 
ally  pay  for  it.  In  theory,  the  tl 
period  is  60  days.  After  that  tiri 
those  who  want  to  continue  using  1 
software  are  urged  to  register  w 
McAfee.  The  $100  fee  entitles  i 
customer  to  technical  support  a 
future  upgrades. 

There  is  no  honor  among  thiev 
but  plenty  of  chutzpah:  McAfe 
technical  support  reps  frequently  fie 
calls  from  nonpaying  users.  Advice 
politely  dispensed.  Software  still  t 
ing  a  word-of-mouth  business,  M 
Afee  has  a  benevolent  view  of  t 
freeloaders,  hoping  in  time  to  tu 
their  goodwill  into  cash.  "The  peor, 
who  steal  software  are  highly  techi 
cal,"  McAfee  explains.  "At  work,  th 
tend  to  be  the  people  who  ma 
decisions  on  who  buys  what." 
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)espite  the  larcenous  nature  of 
ny  computer  users,  McAfee  found 
I  million  worth  of  paying  custom- 
in  1993.  Analysts  project  revenues 
532  million  by  the  end  of  this  year; 
Nasdaq-listed  stock  has  climbed 
1  recent  83A  from  its  low  last  Octo- 
of41/2. 

vlost  of  the  company's  revenue  is 
ning  from  large  corporations.  Ford 
)tor  Co.,  for  example,  has  a  license 
52,000  users,  Mobil  Corp.  has  one 
,  36,300. 

vlcAfee  took  some  of  the  $15  mil- 
(i  the  company  hauled  in  with  a 
Dlic  offering  in  1992  to  bolster 
rketing.  He  hired  away  William 
-son  from  Sun  Microsystems  to 
emble  a  sales  force  to  call  on  corpo- 
customers.    Last   fall  Larson 
nched  a  multimillion-dollar  print 
i,/ertising  campaign. 
/Having  gained  entree  to  corporate 
•inputing     departments,  hasn't 
r.At'ec    outgrown    sharing?  Not 
ijite.  It  still  depends  on  pirates  to 
fpularize  its  products  by  spreading 
,;:m  widely.  When  they  reach  corpo- 
ie  users,  the  money  starts  flowing  to 
I  home  office. 

''It's  kind  of  a  Zen  perspective," 
|:Afee  says.  "If  you  plant  the  seeds, 
u  will  reap  the  benefits."  W9 


ABOVE: 

William  Larson, 
McAfee  chief  executive 
Using  pirates 
as  promoters. 


LEFT-. 

John  McAfee, 
founder  and  chairman 
How  to  turn  a  profit 
when  80%  of  your 
customers  don't  pay. 


Plenty  of  corporations  want  to  be  hooked  into  the 
Internet,  but  not  many  know  where  or  how  to  make  the 
connection.  Firms  like  Mecklermedia  want  to  help  out. 

Internet  Inc. 


By  Nikhil  Hutheesing 

The  Internet  beckons.  This  loose 
confederation  of  computer  databases 
and  computer  users,  with  its  several 
million  adherents,  could  be  a  gold 
mine  for  corporations  with  a  story  to 
tell  or  goods  to  sell.  But  how  do  they 
establish  a  presence  on  the  Net? 

Being  connected  means  two  differ- 
ent things.  The  first  is  a  physical  con- 
nection— a  server  and  a  phone  line. 
The  server  is  the  computer  on  which 
reside  the  files  that  a  corporation 
wants  the  world  to  see.  The  phone 
line  could  be  just  large  enough  to 
handle  the  digital  equivalent  of  a  sin- 
gle conversation  or  a  connection  doz- 
ens or  hundreds  of  times  as  capacious. 

The  other  element  of  connected- 
ness is  more  abstract.  It's  visibility. 
How  do  your  customers  and  potential 
customers  know  that  you  are  there? 

Overnight,  supplying  physical  con- 
nections has  turned  into  a  thriving 
business  with  revenues  that  market 
researcher  Dataquest  estimates  hit 
$70  million  last  year  and  will  more 
than  double  this  year.  Vendors  in- 
clude giant  firms  like  Sprint  and  a  slew 
of  newcomers  (see  table,  p.  260).  In 
addition  to  arranging  for  a  leased 
phone  line  and  providing  some  of  the 
communications  hardware,  these  ac- 
cess providers  will,  for  a  fee,  either  tell 
you  what  kind  of  hardware  to  buy  or 
let  you  rent  file  storage  space  and 
modems  on  their  hardware. 

The  visibility  business  is  just  begin- 
ning to  attract  some  players.  One  of 
them  is  Mecklermedia  Corp.,  a  small 
($4.3  million  revenues)  Westport, 
Conn,  firm  that  publishes  trade  maga- 
zines, including  Internet  World. 
Mecklermedia  is  busily  assembling  an 
on-line  service  called  MecklerWeb 
that  it  thinks  would  be  a  terrific  elec- 
tronic forum  for  corporations  that 
want  to  be  seen  on  the  Internet. 

MecklerWeb  will  function  as  an 


Internet  "home  page"  (Forbes,  Oct. 
10),  or  starting  point,  for  someone 
browsing  through  cyberspace.  Like 
the  well-established  on-line  services 
(CompuServe  and  America  Online, 
for  example),  MecklerWeb  will  be 
organized  into  topics  of  interest,  such 
as  law,  medicine  and  finance.  The 
difference  is  that  MecklerWeb  users 
will  get  in  free.  Operating  costs  will  be 
paid  by  the  corporations  that  supply 
the  data. 

Presiding  over  MecklerWeb  is 
Christopher  Locke,  46,  a  former  edi- 
tor at  CMP  Publications  who  joined 
Mecklermedia  in  lanuary.  His  inten- 
tion is  to  compile  a  useful  collection  of 
reference  data  with  a  commercial  fla- 
vor— nothing  as  crass  as  advertising, 
but  something  more  useful  than  the 
academic  literature  that  accounts  for 
most  of  what  is  on  the  Internet  now. 
For  example,  a  drug  company  might 
supply  a  database  of  prescription 
drugs  and  their  side  effects,  much  like 
what  it  now  publishes  in  the  Physi- 
cians' Desk  Reference. 

Says  Locke:  "If  our  clients  put  up 
hand-waving  advertising,  we  will  as- 
suredly fail.  That  is  not  the  opportuni- 
ty. Putting  content  here  is  the  oppor- 
tunity. To  be  successful,  we  must  be 
informative  and  compelling." 

He's  also  going  to  have  to  be  per- 
suasive with  prospective  clients. 
MecklerWeb  is  hitting  up  participants 
for  a  $25,000  annual  fee  for  the  right 
to  be  included  in  the  MecklerWeb 
forum.  Customers  who  don't  already 
have  their  own  presence  on  the  Inter- 
net with  their  own  servers  pay  a  one- 
time additional  fee  of  $25,000.  This 
fee  covers  digital  massaging  of  the 
participant's  data  so  that  it  can  be 
fetched  and  searched  by  computer 
users,  plus  up  to  15  megabytes  of 
space  on  MecklerWeb's  server,  a  Digi- 
tal Equipment  Corp.  Unix-equipped 
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INTERACTIVE  MEDIA 


111;!!! 


Mecklermedia's  Alan  Meckler 
Batting  .300? 


microcomputer  in  Palo  Alto,  Calif. 

Besides  Digital  Equipment,  Locke 
has  lined  up  a  number  of  partners  to 
help  run  the  operation.  Enterprise 
Integration  Technologies,  a  small 
Palo  Alto  firm,  is  developing  encryp- 
tion and  authentication  software. 
Ogilvy  &  Mather,  an  advertising 
agency  very  excited  about  interactive 
media,  is  designing  the  menus  and 
graphical  interfaces  that  users  will  see. 
Dun  &  Bradstreet  has  agreed  to 
throw  in  some  of  its  commercial  data 
services,  which  could  include  Nielsen 
television  ratings  and  Moody's  bond 
ratings.  Apart  from  D&B,  however, 
Locke  has  landed  only  one  corporate 
client,  Andersen  Consulting.  He  aims 
to  add  at  least  60  in  MecklerWeb's 
first  year.  But  he  hopes  for  far  more, 
and  he's  going  to  need  them  to  make 
MecklerWeb  into  a  forum  where 
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computer  users  will  congregate. 

There  is  little  doubt  commercial 
activity  will  soon  blossom  on  the  In- 
ternet. One  Internet  access  provider, 
Advanced  Network  &  Sendees,  is  fa- 
cilitating computer  talk  between  busi- 
nesses that  want  to  communicate  with 


one  another  rather  than  the  ger 
public;  for  example,  engineers  at  p 
maker  Johnson  Controls  use  this 
vice  to  trade  blueprints  with  engin] 
at  Eord  Motor.  Another  budc 
venture  is  CommerceNet,  a  con 
tium  of  Internet  users  who  are  cr 
ing  an  electronic  marketplace  wl 
organizations  can  transact  busin 
One  participant,  Internet  Shopp 
Network  (recently  acquired  by  EL 
Shopping  Network),  is  processing 
ders  for  computer  hardware  and  5 
ware  vendors. 

But  where  a  little  outfit  like  Mc 
lermedia  will  fit  into  this  rap 
evolving  marketplace  is  a  questi 
There's  nothing  to  stop  America  ( 
line  or  CompuServe,  with  million 
customers,  from  lining  up  the  sai 
corporate  publishers,  particularly 
the  data  supplier  is  willing  to  pj 
CompuServe  is  already  in  the  busin 
of  helping  corporations  build  th 
own  sites  on  the  Internet. 

Mecklermedia  Corp.  is  run  by  A 
Meckler,  49,  an  entrepreneur  who  1 
been  turning  ideas  into  products 
20  years.  So  far,  though,  he  hasn't  h 
a  knack  for  turning  products  ir 
profits;  just  before  it  went  public 
February,  Mecklermedia  had  a  cum 
lative  deficit  of  $1.9  million.  Meek 
has  started  and  disposed  of  at  le 
two  dozen  publications  over  t 
years.  "I  never  did  market  research 
says  Meckler.  "My  mentality  was  111 
a  baseball  hitter.  If  you  can  be  succe; 
ful  three  times  out  of  ten,  you 
phenomenal."  MecklerWeb,  al 
may  end  up  like  many  of  his  otii 
projects:  a  good  idea  but  not  a  goc 
profit  maker. 


Access  sold  here 

Access  provider 

Annual  fee1 
low  speed2  high  speed3 

Telephone 

Advanced  Network  &  Services 

$11,500  $28,000 

800-456-8267 

BBN  Technology  Services 

10,900  27,400 

800-632-7638 

Colorado  SuperNet 

7,500  15,000 

303-296-8202 

Netcom 

4,800  12,000 

800-353-6600 

Performance  Systems  International 

4,800  32,400 

800-827-7482 

Sprint  Communications 

12,000  32,400 

800-366-2370 

'Access  fee  usually  does  not  include  server  hardware.  In  some  cases,  fee  Includes  consulting  services  and/or  tralmr 
Connection  at  56  kilobits  per  second.  Connection  at  1.5  megabits  per  second. 

If  you  want  your  company  on  the  Internet,  you  have  to  lease  an  on-ramp. 
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When  you're  spending  a  lot  of  money  on 
international  communications  systems,  you 
jit  to  be  sure  you're  getting  good  value  for  your  money  Which  is  one  of  the  key  reasons 
f  many  international  companies  choose  to  work  with  Deutsche  Telekom, 
jh  Deutsche  Telekom  you  not  only  get  all  the  expertise  of  one  of  the  world's  biggest  and 
|st  innovative  telecommunications  companies.  You  also  get  to  enjoy  the  benefits  of 
I  global  network  of  branches  and  alliances  stretching  from  San  Francisco  to  Singapore, 
ihort,  the  international  connections  and  the  kind  of  surefire  reliability  vital  in  the  field 
(global  communications  networking  to  guarantee  a  rapid  return  on  investment. 
1  United  Parcel  Service,  the  world's  largest  private  delivery  service.  Since  1991  Deutsche 
ekom  has  been  taking  care  of  UPS's  international  multipoint  overlay  network  with 
)s  in  New  York  (Mahwah),  London  and  Frankfurt.  We  set  up  the  necessary  international 
ellite  capacities  and  transatlantic  fiber  optic  links.  And  to  make  sure  voice,  data,  texts 
ork,  ny        and  images  can  be  transmitted  reliably  at  any  time,  we  monitor  the  network 
24  hours  a  day,  seven  days  a  week 
from  our  Network  Management  Center 
in  Frankfurt. 

This  partnership  has  been  delivering  the 
goods  for  UPS  for  a  long  time. 
We  can  do  the  same  for  you,  and  more. 


h  212  424  29  00 
1  212  424  29  89 

go,  IL 

1  312  214  32  14 
1  312  214  32  15 

rancisco,  CA  

1  415  955  05  12 
1  415  955  05  13 


;a,  GA  

1  404  870  91  49 
■1  404  870  91  50 


^  * .;  - 
ms        *  4i 

Telecommunications  made  in  Germany. 


We  tie  markets  together. 

Deutsche 
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Express  Lane 
On  The 


Super 
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J.urn  right  at  R/3-  Today.  And  SAP  will  help  you  accelerate  the  interconnectivity  of  your  enterp 
on  a  global  basis.  SAP  is  ranked  number  one  worldwide  in  client/server  applications*  Powered 
the  superior  performance  of  R/3  —  the  first  fully  integrated  client/server  software.  From  sale* 
manufacturing,  finance  to  human  resources,  R/3  already  helps  manage  and  streamline  t 


Software      that  run 


Based  on  total  worldwide  client/server  applications  software  and  maintenance  revenues  as  reported  by  International  Data  Corporation,  April  1994  ©1994  SAP  America,  Inc 


\siness  operations  for  over  1800  major  corporations  around  the  world.  In  fact,  9  of  the  top  10 
Vtune  500  companies  count  on  SAP  to  put  more  people  in  the  driver  's  seat  with  greater  access  to 
'  information  they  need,  enterprise-wide.  So  to  find  out  just  how  our  integrated  client/server 
utions  can  help  you  speed  past  your  competition,  call  SAP  ASAP  at  1-800-USA-1SAP,  ext.  500. 
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COMPUTERS /COMMUNICATIONS 


The  PEP 
fortune  teller 


COMMENTARY  BY  ANDREW  J.  KESSLER 


Andrew  J.  Kessler  is  a  managing  director  at 
Unterberg  Harris,  an  investment  banking  firm  in 
San  Francisco;  his  MCI  mail  address  is  akessler. 


It  is  unfortunate  that  no  machine 
exists  to  accurately  predict  the  course 
of  technology.  Think  of  all  the  pain 
and  suffering  you  could  spare  the 
human  race — especially  investors — if 
you  knew  which  inventions  would 
succeed  and  which  would  flop. 

Go  back  two  or  three  decades.  The 
smart  money  was  betting  on  things 
like  robots,  magnetohydrodynamics, 
photovoltaics  and  computer  time- 
sharing. The  seers  forgot  to  mention 
spreadsheets  or  cellular  phones. 

Like  it  or  not,  technology  forecast- 
ing is  a  major  investment  theme.  As 
impossible  as  the  task  is,  you  can't 
duck  it.  Better  to  make  educated 
guesses  than  random  ones. 

To  that  end,  I  offer  a  modest  for- 
mula I  call  pep,  the  initials  standing  for 
technology  that  is  personal,  elastic 
and  productive.  Bet  on  technology 
that  has  these  attributes  and  against 
technology  that  doesn't.  There  are  no 
guarantees.  If  the  formula  works  60% 
of  the  time,  I'm  happy. 

By  personal,  I  mean  technology 
that  touches  and  affects  ordinary  peo- 
ple. Better  a  drug  or  a  phone  that 
mere  mortals  will  use  than  a  new 
design  for  oil -well -blowout  prevent- 
ers. By  elastic  I  mean  that  declining 
prices  open  up  new  applications  and 
create  huge  unit  growth.  The  micro- 
chip is  elastic.  Prices  are  constantly 


falling,  yet  Intel's  revenue  goes  up 
every  year  because  cheap  chips  open 
up  new  markets;  in  fact,  if  you  count 
transistors  rather  than  chips,  Intel's 
unit  sales  are  probably  up  a  billionfold 
from  when  the  company  opened  for 
business.  Chips  are  the  exact  opposite 
of  cigarettes,  which  bring  in  more 
revenue  only  if  you  raise  prices. 

The  last  criterion  is  productivity. 
By  this  I  mean  that  you  are  better  off 
betting  on  a  technology,  like  cellular 
phones  or  microchips,  that  makes 
workers  more  productive  than  on  a 
technology,  like  Hula  Hoops,  that 
merely  tickles  their  fancy.  This  is  an 
imperfect  rule.  Videogames  are  prof- 
itable even  though  they  lower  pro- 
ductivity; nuclear  power  was  a  bad 
investment  even  though  it  raised  pro- 
ductivity. Still,  other  things  being 
equal,  you  want  the  technology  you 
invest  in  to  be  useful. 

Consider  how  these  rules  of 
thumb  would  apply  to  some  impor- 
tant technologies. 

Networking  software  made  Novell 
into  one  of  the  great  growth  stocks  of 
die  1980s.  But  I  think  this  growth  is 
over.  The  company  has  peaked  be- 
cause it  has  saturated  its  business  mar- 
ket and  there  is  nowhere  to  go.  No- 
vell's Netware  is  productive  and  may- 
be even  elastic,  but  it  is  not  personal. 
Individuals  do  not  become  attached 
to  it.  The  firm  has  attempted  to 
branch  into  personal  software  (with 
the  purchase  of  Borland's  spreadsheet 
line)  but  with  little  success. 

Here  are  some  technologies  that  I 
find  promising  because  they  combine 
the  three  magic  elements. 

Although  portable  computing  has 
delivered  its  share  of  disappointments 
(like  AT&T's  EO  and  the  early  versions 
of  Apple's  Newton),  I  think  it  has  a 
great  future.  Portable  computers  are 
personal.  Demand  comes  from  indi- 
vidual users,  not  data  processing  man- 
agers. Demand  for  them  is  also  elas- 


tic— if  you  could  get  a  good  cm 
laptop  for  $150,  then  every  ol 
student  and  office  worker  would  M 
one.  Where  they  have  failed,  so  fa  I 
in  productivity. 

The  key  is  communications.  If  I 
can  get  good,  cheap  wireless  conil 
tions  between  the  computer  in  yl 
briefcase  and  the  home  office,  you  I 
want  a  portable  every  time  you  gel 
the  road.  Someday  you  will  retl 
from  business  trips  without  any  pill 
mail  in  your  in -box  because  you  I 
have  read  it  all  already.  When  wirel 
data  networks  are  ubiquitous,  til 
will  be  another  growth  spurt  for  pi 
table  computers. 

Client-server  computing — rl 
worked  PCs,  that  is — has  elasticity  .1 
productivity  but  is  a  little  lacking! 
personality.  We  need  more  M 
friendlier  graphical  user  interfatl 
The  Internet  is  the  ultimate  cliel 
server  network.  Connecting  to  i  I 
going  from  being  extremely  imp! 
sonal  and  forbidding  to  being  el 
and  entertaining  (see story,  p.  259).  ll 
on  companies  that  make  this  trarl 
tion  possible. 

Outside  the  Internet,  graphical  I 
terfaces  have  already  come  a  long  wl 
It  used  to  be  that  you  navigail 
around  a  database  by  flipping  throul 
a  user's  manual  written  by  a  hil 
school  dropout.  Windows  changedl 
that.  But  Windows  is  just  a  start,  ll 
more  human,  more  personal,  intJ 
faces  are  coming.  Microsoft  is  devl 
oping  a  metaphoric  office  interfal 
named  Utopia.  You  want  a  file,  yl 
open  the  filing  cabinet.  To  put  t\l 
documents  together,  you  get  sorl 
paper  clips.  The  last  of  the  compull 
illiterates  are  going  to  be  converteel 

Entertainment  software?  It's  pel 
sonal;  it  is  elastic,  up  to  a  point  (you I 
watch  more  pay-per-view  sports  I 
they  were  cheaper).  Before  you  dil 
miss  it  as  nonproductive,  think  of 
from  the  advertiser's  point  of  view. 

Someday  you  will  be  watching  . 
episode  of  The  Simpsons  and  see  < 
advertisement  for  jogging  sneakei 
An  interactive  connection  will  enab 
you  to  figure  out  your  shoe  size  c 
screen  and  order  a  pair.  A  muc 
more  productive  way  to  distribu 
footwear  than  space  in  a  mall.  Bet  c 
the  fellow  who  can  produce  a 
interactive  title  with  an  interacts 
sneaker  ad.  ■ 
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This  small  appliance  is  easy  to  customize. 


This  one  is  too. 


ltroducing  the  Digital  Celebris;"" designed  to  be  as  simple 
rid  adaptable  as  your  basic  stereo.  Like  any  small  appliance,  it 
comes  with  all  the  features  you  want,  so  it 
includes  PCI  local  bus  and  64-bit  graphics 
performance.  And  you  can  choose  the 
amount  of  memory  and  speed,  up  to  a  90MHz 
entium™  processor.  Once  it's  yours,  it  can  be  modified  in  sec- 
nds  to  meet  your  changing  needs,  just  by  popping  the  easy- 


access  enclosure  to  switch  cards  or  add  memory.  Without 
tools.  Without  disconnecting  peripherals.  But  always  with  the 
nice,  secure  feeling  you  get  from  a  Digital  3-year  limited  war- 
ranty. If  you  think  the  Celebris  sounds  good  now,  wait  tiil  you 
own  it  a  while.  Call  1-800-210-1403 
for  your  nearest  reseller.  Please 
reference  JDB  when  you  call,  PC 
8:30  a.m.  to  8:00  p.m.  Mon-Fri.  ET.    Beyond  the  box. 


BED 


Introducing  the  Digital  Celebris, 


HGlTAL  EQUIPMENT  CORPORATION  ""«■)  The  Digital  logound  Celebris  are  trademarks  and  Beyond  The  Son  is  a  se-vice  nwkol  Digital  Equipment  Corporation  Pentium  is  a  trademark  ot  Intel  Corporation  and  the  Intel  Inside  logo  is  a  registered  trademark  ot  Intel  Corporation 
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Engineers  are  already  pretty  good  at  generating 
electricity  efficiently.  Now  they  are  applying  their  wits 
to  the  trickier  task  of  storing  it  efficiently. 


Jiffy  jolts 


By  Philip  E.  Ross 

A  DOZEN  YEARS  AGO,  when  it  was  still 
possible  to  buy  a  toaster  without  a 
microchip  inside,  a  factory  could  ride 
out  a  blip  in  its  electric  power  supply. 
No  more.  The  world  has  gone  digital, 
and  as  every  PC  user  who  has  lost  files 
to  thunderstorms  can  testify,  a  few 
milliseconds  of  interrupted  power  can 
ruin  your  whole  day.  Hence  the  need 
for  costly  battery  backups  to  smooth 
out  irregularities  in  power. 

There's  a  parallel  problem  in  the 
electric  utility  business,  differing  only 
in  scale  from  the  problem  of  protect- 
ing delicate  electronic  circuitry.  That 
is  the  need  to  store  electricity  in  order 
to  handle  peak  demands — such  as  on 
August  afternoons — without  build- 
ing new  power  plants.  Utilities  would 
like  to  generate  electricity  at  night, 
when  demand  is  low,  and  sell  it  during 
the  day.  Load  leveling,  it's  called. 

The  problem  lies  in  keeping  elec- 
tric power  on  tap.  Today  the  only  real 
protection  against  blips  is  lead-acid 
batteries,  which  are  bulky,  trouble- 
some, short-lived  and  hard  to  bury 
when  they  die.  To  work,  these  back- 
up power  supplies  must  convert  the 
energy  potential  of  chemicals  (lead 
and  sulfuric  acid)  into  electricity  and 
later  reverse  the  process,  wasting  en- 
ergy and  producing  noxious  by- 
products along  the  way.  In  the  load- 
leveling  department,  engineers  have 
worked  on  mountaintop  water  reser- 
voirs and  underground  compressed 
air  caves  without  solving  all  of  the 
knotty  problems. 

Engineers  have  long  dreamed  of  a 
more  elegant  alternative.  Instead  of 
converting  electricity  to  chemicals 
and  back,  or  pumping  water  up  a  hill 
and  letting  it  run  down,  why  not 
simply  bottle  the  electricity  and  de- 
cant it  as  needed?  That's  what  Benja- 
min Franklin  did  when  he  channeled  a 
lightning  bolt  through  his  kite  line 


Superconductivity's  Paul  Koeppe 
Bottled  lightning  stays  alive 
by  cycling  endlessly  in  a  ring, 
like  a  dog  chasing  its  tail. 


and  into  his  Leyden  jar.  But  such  jars, 
like  all  capacitors,  hold  a  puny  amount 
of  energy. 

Best  of  all  would  be  a  system  that 
trapped  a  dynamic  electric  current. 
One  might  feed  the  current  into  a  ring 
and  come  back  weeks  later  to  find  the 
current  still  cycling,  like  a  dog  chasing 
its  tail. 

It  takes  energy  to  build  up  the 
current  in  such  a  ring — more  precise- 
ly, to  build  up  the  magnetic  field  that 
goes  with  the  current.  It  is  analogous 
to  the  energy  you  have  to  feed  into  a 
flywheel  to  get  it  up  to  speed.  And, 
again  like  a  spinning  flywheel,  the 
electromagnet  can  store  energy. 

Unfortunately,  the  copper  coils  of 
a  conventional  electromagnet  offer 


so  much  resistance  that  they  kil 
cycle  before  it  can  get  started.  (Tlj 
of  a  flywheel  mounted  on  rusty  fc 
ings  that  sap  its  energy.)  But  ma 
are  different  in  superconduc 
metal,  which  loses  all  resistanc 
temperatures  approaching  273 
grees  Celsius  below  freezing.  To 
that  cold,  you  need  liquid  heliu 
your  coolant. 

The  energy  storage  engin 
didn't  have  to  start  from  scratch. ' 
hard  work  designing  supercond 
ing  electromagnets  had  already  b 
done  by  atomic  scientists,  who 
intense  magnetic  fields  to  w 
charged  particles  around  in  circ 
Further  development  came  ft 
companies  manufacturing  magn 
resonance  imagers  for  hospitals. 

The  earliest  ambitions  of  engine 
working  on  magnetic  energy  stor 
were  grandiose  indeed.  Some  wan 
power  surges  to  drive  lasers  in  hyd 
gen-fusion  experiments  or  in  antin 
sile  systems.  The  latter  would  invc 
fiercely  expensive  devices  that  co' 
store  a  million  kilowatt-hours  of  en 
gy  (as  much  electricity  as  a  city 
500,000  burns  in  an  hour).  That  ic 
collapsed  with  the  Soviet  Union. 

Recently,  the  cost- benefit  eq^ 
tion  has  improved  dramatically.  M 
allurgists  have  tripled  the  curre 
carrying  capacity  of  niobium-tita 
um  alloys,  the  most  widely  us 
superconductors.  Because  ener 
storage  scales  as  the  square  of  t 
current,  storage  capacity  has 
creased  ninefold. 

Bechtel,  the  giant  civil  engineeri 
firm,  has  chopped  some  more  cc 
out  with  a  design  that  does  away  wi 
much  of  the  construction  expen 
Normally,  a  magnet  is  dunked 
liquid  helium  within  a  containme 
vessel  resembling  a  giant  thermos 
configuration  that  requires  buttree 
ing,  typically  with  earthworks, 
prevent  the  magnet  from  tearing  i 
self  apart.  Bechtel  instead  pipes  tl 
helium  through  a  conduit  arour 
which  the  superconducting  cable 
wrapped.  This  scheme  allows  for 
structure  strong  enough  to  suppo 
itself  unaided.  "You  don't  have  exc 
vations,  and  it's  very  easy  to  main 
tain,"  says  William  Bingham,  dire 
tor  of  Bechtel's  magnetic  stora£ 
project. 

Bingham  says  the  design  can  h 
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It  used  to  take  14  hours  for  Landis  & 
Gyr  engineers  in  Chicago  to  meet 
with  colleagues  in 
Zug,  Switzerland. 

Today,  thanks  to  a 
real  solution  from 
Sprint  Business,  they 
spend  those  hours 
working  together. 
Meeting  face-to-face 
via  the  world's  largest  videoconfer- 
encing network  —  Sprint  Video? 

And  we've  engineered  many  other 
technologically  advanced  solutions  for 
Landis  &  Gyr.  Including  a  wide  area 
network  that  will  soon  connect  computer 
systems  in  109  North  American  offices, 
allowing  them  to  instantly  exchange 
time-sensitive  product  development 
and  financial  data. 

The  fact  is,  no  matter  what  business 
you're  in,  we  can  turn  communications 
technology  into  a  powerful  business 
tool.  One  that  will  help  make  you  more 
successful.  And  isn't  that  why  you're 
in  business  in  the  first  place? 

Find  out  how  we  can  help  your  business 
do  more  business.  Call  1-800-598-5000. 


ver  since 
Sprint  Business 
made  our  world  smaller, 
we've  gotten 
bigger. 


Director 

Information  Systems 
Landis  &  Gyr 


REAL  BUSINESS      REAL  PROBLEM     REAL  SOLUTION     REAL  RESULTS 


Landis  &  Gyr 
Building  Controls 


Engineers  dispersed  around      Real-time  meetings  via 
the  world  global  videoconferencing 


Better  teamwork, 
better  ideas,  better  sales 


Sprint 

Business 


©1994  Sprint  Communications  Company  LP 


SCIENCE  &  TECHNOLOGY 


Superconducting  coil 


Ring  of  power 


Bechtel's  design  for  a  mammoth  storage  ring 
calls  for  cooling  the  superconducting  cable  from 
within  (inset,  below  right).  That  means  the  struc- 
ture can  support  itself  without  the  aid  of  thick  con- 
taining walls  or  earthworks.  In  Superconductivi- 
ty's much  smaller  unit  (inset,  below),  the  coil  is 
suspended  in  liquid  helium. 


Vacuum  vess< 


Coil  hangers 


Coil  pack 


scaled  up  to  at  least  a  million  kilowatt- 
hours,  with  a  ring  perhaps  a  kilometer 
in  diameter.  That  kind  of  power 
would  suffice  for  loaci  leveling. 

Right  now,  however,  Bechtel  is  at 
work  designing  a  much  more  modest 
contraption,  a  ring  20  meters  wide 
and  6  meters  high.  It  would  store  up 
to  10,000  kilowatt-hours.  That's  not 
enough  for  load  leveling,  but  it's 
enough  to  stabilize  the  turbogenera- 
tors in  a  power  plant,  protecting  them 
from  momentary  surges  or  dips  in 
power  demand. 

Bechtel  thinks  it  can  build  a  proto- 
type of  its  medium -size  storage  device 
for  $50  million  to  $100  million  and 
then  build  copies  for  about  half  that 
cost.  "We  think  the  time  is  now,  and 
we'd  like  to  see  something  on  line  by 
1998,"  Bingham  says. 

But  Bechtel  isn't  willing  to  sink  $50 
million  of  its  own  money  in  the  ven- 
ture. It  is  waiting  around  for  a  sugar 
daddy  like  Electric  Power  Research 
Institute,  the  utility  research  consor- 
tium, to  foot  the  bill. 

The  first  commercial  success  with 
magnetic  energy  storage  is  going  to 
engineers  with  still  smaller  visions. 
That   was    the    strategy   of  Paul 


Koeppe,  formerly  an  executive  with 
Wisconsin  Power  &  Light.  In  1988, 
after  concluding  that  a  large  and 
growing  number  of  users  would  pay 
for  digital-friendly  power,  he  found- 
ed Superconductivity,  Inc.,  in  Mid- 
dleton,  Wis. 

With  the  help  of  more  than  $10 
million  in  funds  from  venture  capital- 
ists and  private  utilities — and  of  a 
magnet-making  wizard  hired  from 


Five-strand  subcable 


Helium  hose 


Fermi  National  Laboratory — Supl 
conductivitv  had  its  first  ring  runnf 
by  1989. 

At  the  heart  of  Superconductiviil 
machine  lies  a  coil  of  niobium-tital 
um  alloy  the  size  of  a  chair,  a  refrigel 
tor  the  size  of  a  desk,  and  powl 
conditioning  electronics — the  ml 
expensive  part — that  fill  the  balail 
of  a  48 -foot  trailer.  Batteries  of  simil 
power  (although  longer  duratkl 
would  fill  ten  trailers,  Koeppe  sal 
The  machine  can  store  a  kilowal 
hour  and  retails  starting  frcl 
$600,000.  1 

Koeppe 's  private  firm  would  rl 
reveal  its  profitability  at  this  point,  bl 
it  has  $10  million  worth  of  rings  I 
order  and  three  already  in  the  fie  I 
Cyanco,  a  Nevada  company  til 
makes  sodium  cyanide  for  use  in  g<  I 
mining,  uses  the  ring  to  prevent! 
power  sag  from  causing  days  I 
downtime. 

Moral:  If  you  want  to  break  intcl 
new  technology,  start  with  the  small 
est  customers.  II 
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he  Corporate  Line  of 
B    highly  productive  high- 
volume  copying  systems  is/ 
one  magnificent  expression  of 
Canon's  visionary  thinking. 

For  instance,  the  Canon 
NP  9850  Copier-Duplicator  is 
a  powerful  high-volume,  high- 
speed machine.  It's  the  latest 
addition  to  The  Corporate  Line 
to  feature  sophisticated  docu- 
ment handling  and  finishing  capa- 
bilities. Furthermore,  every 
machine  in  The  Corporate  Line, 
including  the  NP  9800,  NP  8530, 
and  NP  6060,  is  a  monument  to 


words,  they're  built  to  maximize 
productivity,  uptime,  and  output 
to  meet  the  needs  of  your  busi- 
ness— day  in  and  day  out. 

Now,  as  never  before,  you 
can  equip  your  entire  office,  from 
central  repro  departments  to  just 
across  the  hall,  with  Canon's  sys- 
tem solutions  and  make  today's 
most  advanced  office  technology 
work  for  you. 

When  the  rest  say  you 
can't,  Canon  says  you  can. 

For  more  information,  call 
l-800-OK-CANON. 


Canon 


SCIENCE  a  TECHNOLOGY 


Political  sex 


COMMENTARY  BY  PETER  HUBER 


Peter  Huber,  a  senior  fellow  of  the  Manhattan 
Institute,  is  the  author  of  Orwell's  Revenge 
(Free  Press,  forthcoming,  fall  1994). 


This  being  the  political  season,  we 
think  of  sex.  The  politicians  of  our 
species,  it  sometimes  seems,  have 
evolved  over  the  generations  to  pur- 
sue sex  as  vigorously  as  votes.  We 
shouldn't  reproach  them,  we  are  of- 
ten told.  Sexual  bulimia  is  a  private 
problem,  not  a  public  one. 

Here's  a  contrary  view.  A  promis- 
cuous politician  is  stealing  from  the 
public  till.  I'm  talking  science,  not 
religion.  You'll  find  much  of  the 
relevant  evolutionary  biology  and 
game  theory  described  in  two  in- 
triguing recent  books,  Matt  Ridley's 
The  Red  Queen  and  Robert  Wright's 
The  Moral  Animal. 

Males  (human  and  other)  compete 
against  other  males  for  mates.  Repro- 
duction costs  them  little,  and  Darwin- 
ian selection  favors  fecundity.  To  be 
sure,  males  pursue  most  avidly  those 
females  whose  appearance  telegraphs 
fertility.  But  if  nothing  else  mattered, 
males  would  proposition  every  plausi- 
ble reproductive  vessel  in  sight.  More 
than  a  few  males  on  the  Potomac 
behave  accordingly. 

Females  compete  equally  intense- 
ly for  mates,  but  emphasize  quality 
over  quantity.  They  have  to,  be- 
cause they  invest  more  in  each  child, 
and  cannot  produce  as  many  as  suc- 
cessful males.  So  females  vie  for  the 
mate  most  likely  to  father  and  help 
raise  premium  offspring.  One  good 
predictor  is  the  father's  own  record 
of  success.  In  species  that  live  com- 
munally, the  female  is  thus  pro- 
grammed to  prefer  the  high-status 
male.  Like  a  preapproved  credit 


card,  he  is  already  certified  to  be 
healthy,  wealthy  and  wise.  If  noth- 
ing else  mattered,  she'd  couple  with 
him,  surreptitiously  if  necessary, 
while  feigning  fidelity  to  any  cuck- 
old who  would  help  raise  baby. 

But  most  people,  most  of  the  time, 
do  not  behave  that  way.  The  reason  is 
simple:  On  both  sides  of  the  sexual 
divide,  other  things  do  matter.  It 
takes  more  than  sex  to  survive  geneti- 
cally. The  most  successful  tribes,  hu- 
man and  other,  are  not  programmed 
to  cheat  sexually  at  every  chance,  any 
more  than  they're  programmed  to 
beggar  their  neighbors  or  obliterate 
whales.  Altruism,  even  for  other  spe- 
cies, is  not  anti- Darwinian.  It  is  ge- 
netically normal. 

In  fact,  it  is  genetically  superior. 
Game  theorist  Robert  Axelrod  dem- 
onstrated this  over  a  decade  ago  in  his 
landmark  book,  The  Evolution  of  Co- 
operation. In  communal  species,  the 
golden  rule  prevails  over  more  preda- 
tory approaches.  A  dog-eat-dog 
world  does  not  end  up  filled  with  vast 
herds  of  contented  golden  retrievers; 
it  ends  up  occupied  by  a  few  battle- 
scarred,  flea-bitten  rottweilers.  Sim- 
ple, basic  rules  of  cooperation  and 
reciprocity  yield  more  collective  pros- 
perity, and  therefore  more  viable  off- 
spring all  around. 

Cooperation  remains  vulnerable, 
however.  Defectors  and  cheats  can 
always  prosper  at  the  fringes,  by  pre- 
tending to  cooperate  while  secretly 
breaking  all  the  rules.  So  rules,  and  a 
willingness  to  enforce  them,  have  to 
be  maintained.  Nowhere  more  so 
than  in  matters  of  sex. 

Sexual  norms  don't  exist  to  pro- 
tect one  sex  from  the  other.  They 
exist  to  prevent  endless,  energy-sap- 
ping, conflict-creating  competition 
among  members  of  one  sex  for  the 
favors  of  the  other.  They  protect 
women  from  other  women,  and 
men  from  other  men.  A  potentate's 
huge  harem  is  bad  enough  for  the 
women  inside,  but  it's  far  worse, 
genetically  speaking,  for  the  celi- 
bate men  outside.  The  rules  of  mo- 
nogamy, in  short,  serve  a  public 
purpose,  quite  as  much  as  the  rules 


proscribing  monopoly  or  murd 

Back  now  to  politics.  In  a  dcmi 
cy,  a  politician  gets  high  social  si 
in  much  the  same  way  as  he  gel 
F- 16:  We  the  people  lend  it  to  hin 
the  strict  understanding  he'll  use 
our  benefit,  not  his  own.  On< 
becomes  acceptable  to  use  the  sc 
magnetism  of  public  office  in  pu 
of  private  sex,  democracy  crurn 
Cashing  in  on  political  power  ir 
bedroom  is  the  same  as  depositinj 
receipts  in  a  private  account  in  a 
zerland.  It's  all  part  of  the  s^ 
wolfish  business  of  turning  si 
power  against  the  people  who 
trusted  it  to  you. 

The  worst  societies  tolerate  n 
most.  Look  at  a  political  map  oi 
world.  Note  all  the  despots, 
kleptocrats,  the  desert  pashas 
feudal  princes.  A  few  domii 
males  reproduce  like  ferrets.  A 
high-status  females  may  prosl 
too.  Most  everyone  else  is  a  slj 
or  a  reproductive  chattel.  Tl! 
may  be  millions  of  them  at 
bottom  of  the  social  heap — lot] 
genes — but  they  survive  as  prea 
ously  as  beetles.  They  are  perk 
cally  decimated  by  plague,  farrj 
and  war,  the  last  often  orchestra 
by  their  own  leaders  to  thin  tl 
ranks.  Predatory  societies  lack 
time,  energy  or  inclination  to  oi 
come  such  things. 

Sexually  cooperative  cultures  dc  ™  ■ 
better.  Male  cooperators  don't  1" 
to  fritter  away  energy  defending  I 
ems  against  sexually  deprived  brc 
ers.  Female  cooperators  can  spend 
energy  saved  on  seduction  not  rj 
raising  healthy  children  but  also 
ing  eye  surgery  or  investment  bai 
ing.  Monogamous  cultures,  culti  ffstll 
that  respect  rules  of  sexual  coopii  M 
tion,  are  able  to  go  forward  fr 
there,  and  cooperate  in  other  matt 
Their  science  and  medicine,  their 
and  their  weapons,  advance  far  fa; 
as  a  result. 

A  polysexual  politician  (of  eit 
sex  or  party)  is  an  embezzler  an 
fraud.  Trust  a  man  or  woman  like  t 
with  your  vote,  and  (s)he'll  abscc 
with  the  family  jewels. 
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How  are  you  going  to  conduct  business  now? 


ling  back  was  difficult.  But  now  the  challenge 
id  create  a  new  working  arrangement  and  get 
i  most  out  of  your  remaining  players. 

And  that's  where  our  proprietary  knowledge 
i  e  of  Global  Best  Practices  can  help. 

In  our  trained  hands,  it  lets  us  compare  your 
crating  practices  to  the  best  in  the  business 
rid — within  your  own  industry  and  across 
board. 

So  we  can  gain  insight  into  which  practices 
ild  create  a  new  working  harmony.  And 
ng  you  more  creative  ways  to  help  reengineer 
ir  operations. 

It's  designed  to  be  the  most  thought-provok- 
;  resource  of  its  kind.  Driven  by  an  adv  anced 


application  of  CD-ROM  technology.  Updated 
throughout  our  global  network.  And  unsurpassed 
in  its  depth  and  scope. 

To  see  a  demonstration  of  our  knowledge 
base  or  receive  a  brochure,  call  1-800-445-5556, 
today.  And  find  out  how  you  can  out- 
perform the  competition — on  paper 
and  in  practice. 

Best  Practices. 
Putting  insight  into  practice1. 


Arthur 
Andersen 


'4  Arthur  Andersen,  Arthur  Andersen  &  Co,  SC.  All  rights  reserved. 


Arthur  Andersen  &  Co,  SC 
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1  II 

A  doctor  can  make  good  money  treating  all  those 
weekend  warriors  with  sore  tendons,  and  even  better 
money  taking  his  clinic  public  on  Wall  Street.  What  does 
the  patient  get  out  of  all  this  commercialization? 

No  pain,  no  gain 


By  Richard  Phalon 

Americans  may  or  may  not  be  get- 
ting more  physically  fit,  but  they  sure 
are  busting  themselves  trying.  Result: 
an  epidemic  of  fitness  boom  ailments 
like  tennis  elbow,  skier's  thumb  and 
runner's  knee,  creating  a  bonanza  for 
sports  medicine. 

Witness  one  of  the  latest  offerings 
on  Wall  Street:  shares  in  a  physical 
therapy  chain,  Professional  Sports 
Care  Management,  started  by  the 
famous  team  doctor  for  the  New 
York  Giants.  The  chain  is  scarcely 


four  years  old,  but  investors  lapped 
up  the  new  issue,  making  the  doctor 
and  his  family  worth  just  over  $11 
million  on  paper. 

The  commercialization  of  sports 
medicine  may  or  may  not  be  good  for 
people  with  sore  backs,  but  there's 
no  stopping  the  trend.  Outpatient 
physical  therapy — which  includes  re- 
habilitation for  desk  workers  who 
overdo  exercise  on  weekends,  as  well 
as  for  patients  recuperating  from  sur- 
gery or  occupational  ailments — has 


Trainer  Ronnie  Barnes  at  work 

An  entrepreneurial  itch  blossomed 

beneath  the  Giants'  ankle  wraps. 
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grown  into  a  $6-billion-a-year 
ness  ripe  for  consolidation. 

Small  clinics  run  by  orthop< 
and  physical  therapists  are  being 
lowed  by  such  national  and  reg 
chains  as  HealthSouth  Rehabilit 
Corp.,  Advantage  Health  Corp 
NovaCare  Inc. 

The  financial  appeal  of  sports  ri 
cine:  hefty  operating  margins.  Pr 
sional  Sports  Care  Managei 
chalked  up  a  gross  profit  of 
million  on  sales  of  $6.4  million  ii 
first  half  of  this  year. 

Individual  practitioners  threat 
by  the  trend  sniff  at  it  as  "corpc 
medicine."  That  translates  into 
gations  of  second-rate  care  at  moi 
oly  prices. 

In  fact,  as  is  true  elsewhere  in  nj 
cine,  quality  at  the  boutiques  vari<  : 
over  the  lot.  Thus,  argues  Dr.  Ru 
Warren,  the  chairman  of  Professi 
Sports    Care  Management, 
medicine  is  good  for  the  patient. 

Says  Warren,  who  is  also  chief 
geon  at  Manhattan's  prestigious  I 
pital  for  Special  Surgery:  "You 
these  units  into  a  larger  system, 
you  get  a  review  process  that  impn 
both  the  level  of  training  for  thera 
and  the  level  of  care  generally." 

Say  this,  the  chains  are  good  foi  Jwpi 
insiders.  Warren's  company  sta 
with  a  physical  therapy  clinic 
opened  (with  Ronnie  P.  Barnes 
Giants'  athletic  trainer)  at  the  Mc  I 
owlands  in  1987. 

But  there  is  only  so  much  mone  age. 
be  made  treating  a  football  team. "  ifherc  i 
big  money,  they  perceived,  wouk 
in  capitalizing  on  the  glamour  of  [ 
fessional  sports  to  capture  busi 
from  ordinary  folk  with  exercise-re 
ed  ailments.  And  so,  beginnin 
199 1 ,  they  turned  their  boutique 
a  chain,  acquiring  or  starting  anot 
21  clinics  in  New  York,  New  Jel 
and  Connecticut. 

As  chief  executive  of  the  firm 
Warren  installed  his  son  Russel 
then  just  two  years  out  of  college 
now  a  2  7 -year- old  with  $5  mi 
worth  of  PSCM  stock.  The  chief  of 
ating  officer  is  a  college  classmate 
the  younger  Russell,  Patrick  Wac 
Another  relative  helped  out. 
Sculley,  the  former  chairman  of  Ap  | 
Computer,  is  Wack's  father- in 
and   Dr.   Warren's  brother-in 
Sculley  is  a  director  and  helped  w 
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*s  early  financing, 
lother  standout  name  on  the 
it  is  Stephen  Wiggins,  chairman 
xford  Health  Plans,  a  Norwalk, 
i. -based  health  maintenance  or 
zation  that  cracked  the  tough 
York  market  against  politically 
inched  competition  like  Blue 
s  and  the  Health  Insurance  Pro- 
1.  Members  of  Oxford  Health 
rther  health  maintenance  organi- 
»ns  account  for  13%  of  pscm's 
volume. 

doesn1t  hurt  the  marketing  to 
in  strategic  places  like  the  pro- 
<tus  pictures  of  Dr.  Warren  and 
pie  Barnes  escorting  injured  (and 
retired)  Giants  great  Lawrence 
or  off  the  playing  field.  Their 
its  background  has  led  to  joint 
ures  with  other  professionals  at 
r  sports  franchises  like  the  New 
;  Mets. 

hat's  in  it  for  the  patient?  As 
mce  of  the  contention  that  out- 
ke  pscm  can  deliver  care  at  lower 
;,  Russell  Warren  Jr.  cites  the  fact 
the  company's  average  billing  has 


Dr.  Russell  Warren 

Prognosis:  more  consolidation  in  the  physical  therapy  industry. 


dropped  from  $85  per  patient  visit  in 
1992  to  $79  today. 

The  therapy  is  still  a  very  expensive 
proposition,  since  a  simple  hamstring 
injury  could  call  for  a  1 2-session  treat- 


ment costing  close  to  $1,000  (see 
box).  And,  as  the  gross  margin  of  this 
chain  attests,  an  awful  lot  of  what  the 
patient  spends  winds  up  in  the  hands 
of  marketers  and  financiers.  MB 


search  of  relief 

I've  Pin. led  a  ham- 
jjig  muscle  on  the  tennis 
lit,  and  your  orthope- 
jwrites  a  prescription  for 
iessions  of  physical 
apy:  ultrasound,  heat, 
•sage. 

mere  to  go?  The 
Is  assistant  suggests  the 
i  ts  medicine  center  at 
i hospital .  The  place  has  a 
It  reputation,  but  it's 
lour  away  from  the  of 
!,  round  trip.  Too  long 
e  away  from  the  desk. 

recommendations? 
he  assistant  produces 
t  of  30  physiotherapy 
ets.  All  are  described 
;ate  accredited  and  li- 
sed,  but  still  no  rec 
nendations  beyond  the 
pital  center, 
he  reticence  on  rcc- 
mendations  makes  you 
ik  the  doctor  is  being 

a  bit  too  scrupulous  on 
it  is  an  open  secret  in 


the  profession:  Despite  re- 
strictions, referrals  are 
sometimes  done  on  fee- 
splitting  arrangements, 
or  to  funnel  business  to  a 
clinic  in  which  the  physi- 
cian has  a  financial  interest. 

You  start  calling  thera- 
pists in  the  neighborhood. 
How  long  have  you  been 
in  business?  Do  you  do  a  lot 
of  tennis  injuries,  espe- 
cially hamstrings?  How 
qualified  are  the  thera- 
pists? Who  owns  the  place? 

Three  vague,  perfunc- 
tory responses,  and  then 
you  hit  a  place  less  than  a 
10-minute  walk  away  from 
the  office — convenient 
enough  so  that  you'll  be 
able  to  keep  appoint- 
ments with  no  sweat. 
You're  told  the  place  has 
been  in  business  for  more 
than  30  years,  and  that  it 
has  just  been  taken  over  by 
a  doctor  who  is  director 
of  rehabilitation  at  a  teach- 
ing hospital. 


You  go  take  a  look. 
The  people  at  the  front 
desk  are  friendly.  They'll 
handle  the  insurance  bill 
ings,  and  it's  easy  to  make 
appointments.  The  thera 
pist  is  bright  and  eager, 
but  seems  to  have  confused 
a  still  black-and-blue 
hamstring  area  with  the 
thigh  muscle  in  front. 
The  doctor  who  is  sup- 
posed to  examine  the  leg 
misses  two  appointments, 
and  when  he  does  show, 
bills  $140  for  a  once-over 
lightly. 

Time  to  move  on,  hav- 
ing learned  from  two  mis- 
takes: Convenience 
ought  not  to  be  over- 
weighted when  you  arc- 
choosing  a  therapist.  Nei- 
ther should  a  doctor's  ti- 
tle, or  the  friendliness  of  the 
front  desk. 

The  next  stop  is  made 
on  word  of  mouth  from  a 
tennis  pro  friend.  It's 
closer  to  the  office  than  the 


hospital,  but  still  40  min- 
utes round  trip.  The  thera 
pist  has  no  difficulty  read- 
ing the  telltales  of  a  ham- 
string area  now  turning  a 
muddy  yellow. 

Much  of  the  first  ses- 
sion is  diagnostic,  laying 
out  the  mechanics  of  the 
muscle,  the  course  of  treat- 
ment, and  the  amount  of 
involvement  you  are  going 
to  have  to  put  into  rehab 
against  a  recurrence.  No 
passive  heat  pack  and 
ultrasound  here.  Six 
weeks  and  12  hour-long 
therapy  sessions  later, 
you're  back  on  the  court, 
wary  at  first,  but  knowing 
where  to  go  if  things  hurt. 

The  total  cost  of  t  his 
course  of  treatment  is  just 
under  $1,000.  Even  if  an 
insurance  company  pays 
most  of  the  bill,  it  means 
that  aerobic  sports  can  be  a 
very  expensive  undertak- 
ing. Golf  begins  to  make 
more  sense.         R.P.  ■■ 
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T/;t'  national  debate  on  health  care  reform  includes  proposals  to 
expand  the  role  of  government  in  the  provision  of  long-term 
care  (LTC)  services.  The  workable  solution  lies  with  combined 
private  and  public  initiatives.  Payment  for  institutional  long- 
term  care  services  for  the  needy  elderly  under  Medicaid  already 
is  the  fastest-growing  single  item  in  many  state  budgets. 
Grozvth  in  the  elderly  population  will  substantially  increase 
this  burden.  The  Brookings  Institution's  projections  indicate 
that,  by  the  year  2020,  public  and  private  expenditures  on  just 
the  elderly  for  all  long-term  care  services  will  be  over  $130  bil- 
lion annually  (in  1989  dollars),  a  substantial  increase  from  the 
estimated  $45.5  billion  spent  in  1990. 

Part  of  this  cfiallenge  can  be  met  through  the  public  sector 
by  targeting  programs  to  the  truly  needy  and  by  adding  flexi- 
bility within  federal  and  state  programs  to  pay  for  care  in  a  less 
expensive  setting,  such  as  home-  and  community-based  care. 
A  substantial  part,  however,  must  be  addressed  through 
growth  in  private  LTC  insurance.  These  efforts  must  be  sup- 
ported by  public  policy  initiatives,  such  as  education  and  tax 
incentives.  A  public-private  partnership  in  long-term  care  will 
lessen  dependence  on  limited  government  funds. 

Flexible  Products,  Cost 
Containment  and  Ethical  Sales 

As  an  insurer  of  both  individ- 
ual and  group  long-term  care 
insurance,  it  is  our  responsi- 
bility to  provide  dependable 
and  affordable  coverage.  To 
accomplish  this,  we  offer 
policies  that  give  our 
insureds  benefit  flexibility 
and  promote  the  use  of  med- 
ically appropriate  but  often 
less  expensive  care  alterna- 
tives. Further,  we  do  not  just 
serve  as  an  intermediary  to 
pay  claims  -  rather,  we  work 
to  contain  costs  and  improve 
the  quality  of  service  with 
effective,  customer- focused  care  management. 

We  encourage  and  support  federal  regulations  to 
strengthen  consumer  protection.  National  standards 
should  permit  qualifying  products  to  be  sold  in  all  states. 
The  sales  process  for  LTC  products  must  have  the  utmost 


Dennis  H.  Chookaszian, 
Chairman  and  CEO, 
CNA  Insurance  Companies 

""It  is  our  responsibility  to 
provide  dependable  and 
affordable  LTC  coverage." 


integrity,  with  standards  of  behavior  and  appropriate 
training  for  agents.  Rigid  agent  compensation  limits,  hi 
ever,  may  only  serve  to  deter  good  agents  from  selling 
long-term  care  products,  thereby  decreasing  availabilit 
consumers.  Insurers  should  be  required  to  offer  benefi 
options,  such  as  inflation  protection  or  nonforfeiture  b 
fits,  but  consumers  should  not  be  required  to  purchase 
them  if  they  choose  not  to  do  so. 

We  support  the  joint  public  and  private  funding  o 
long-term  care  services  through  participation  in  the  sta 
sponsored  partnership  programs  in  Connecticut,  New 
York,  Indiana  and  California.  These  programs  encourai 
the  private  purchase  of  LTC  insurance  to  lessen  the  fin) 
cial  impact  on  state  Medicaid  programs.  Additionally, 
partnership  programs  provide  consumer  confidence  t 
quality  long-term  care  products  meeting  rigid  standarq 
are  available. 

Tax  incentives  should  be  provided  for  qualified  pi 
vate  long-term  care  policies.  This  would  encourage  th 
purchase  of  LTC  insurance  by  individuals  as  well  as 
encourage  private  plans  to  meet  strict  national  standa^ 
Tax  clarification  would  also  provide  a  clear  indication 
the  joint  public  and  private  responsibility  to  plan  for 
financing  long-term  care  services.  ■ 

Benefits  to  Meet  Employees' 
Diverse  Needs 

As  employee  benefits  and  actu- 
arial consultants  to  many  of  the 
more  than  560  employers  offer- 
ing private  long-term  care  insur- 
ance to  employees,  The  Segal 
Company  has  found  that  flexible 
benefit  plans  give  employers 
excellent  means  to  offer  high- 
quality  long-term  care  insurance 
to  meet  the  needs  of  a  diverse 
work  force.  LTC  premiums  are 
lower  and  more  affordable 
when  purchased  at  a  younger 
age,  thereby  giving  employees 
the  tools  and  encouragement  to 
take  charge  of  their  own  life 
cycle  financial  planning.  For 
employers,  it  is  also  a  valuable 
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Cynthia  S.  Hosay,  Pi 
Senior  Vice  Preside: 
Health  Services, 
The  Segal  Compan 

"Flexible  benefit  plans 
employers  excellent  m 
to  offer  high  quality 
insurance  to  meet 
the  needs  of  a  diver 
work  force." 
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tion  to  the  total  retirement  package. 
Although  the  prevalence  of  disability  rises 
My  with  age,  not  all  users  of  long-term  care  ser- 
i  are  the  elderly.  More  than  one  third  of  those 
need  help  with  basic  activities  of  daily  living  are 
een  the  ages  of  18  and  65.  Plans  that  provide 
I  access  to  benefits  enable  enrollees  to  use  less 
•nsive  alternatives  to  nursing  home  care.  Full 
ability  and  inflation  protection  are  traditional 
ponents  of  an  employer-sponsored  plan.  Besides 
ting  the  employees'  care  needs,  group  long-term 
insurance  is  available  to  other  family  members 
I  as  parents. 

After  establishing  the  plan's  design,  employers 
tinize  available  insurers  to  select  a  financially 
ig  carrier  with  comprehensive  benefit  packages 
competitive  prices.  When  regulations  that  are 
-opriate  for  individual  sales  to  an  elderly  popula- 
are  indiscriminately  applied  to  the  group  market, 
may  inhibit  an  employer  with  unnecessary,  expen- 
administration.  Government  regulation  and  tax  poli- 
nould  encourage  more  employers  to  sponsor  long- 
i  care  benefits  as  well  as  more  individuals  to  pur- 
e  it  at  younger  ages,  lessening  future  dependence  on 
public-sector  programs.  ■ 

Target  Scarce 
Federal  Dollars 

Public  policy  in  1994  should  be 
designed  to  meet  the  needs  of  the 
21st  century,  not  fashioned  after 
the  social  programs  of  the  1930s 
and  1960s.  Clearly,  the  govern- 
ment has  a  role  in  supporting 
the  poor  and  disabled  who  are 
unable  to  provide  for  themselves. 
For  this  reason,  the  Coalition 
supports  efforts  for  expansion 
in  home-  and  community-based 
care.  However,  given  the  demo- 
graphic realities  of  the  growth  in 
the  elderly  population  and  the 
based  financial  well-being  of  seniors,  scarce  public 
ars  should  be  targeted  to  poor,  disabled  individuals 
J  cannot  afford  private  alternatives. 
As  the  baby-boom  generation  retires,  LifePlans  Inc. 
[nates  that  more  than  $150  billion,  with  inflation,  will 
teeded  on  an  annual  basis  by  the  year  2020  to  meet 
home-  and  community-based  care  needs  of  all 
?rely  disabled.  A  significant  proportion  of  these  bene- 
will  be  used  by  disabled  persons  who  could  afford  to 
for  care  themselves  or  to  purchase  private  long-term 
■  insurance. 

The  financial  status  of  the  elderly  has  changed  dra- 
ically  over  the  last  15  years.  Median  net  worth  of 
;rs  is  roughly  double  that  for  non-elders,  even  when 


S.  Wallack,  Ph.D., 
Chairman, 
Ion  on  Long-Term 
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Four  out  of  seven  women  and 

one  out  of  three  men  are  expected 

to  need  institutional  long-term  care 

during  their  lifetimes. 

(Source:  New  England  Journal  of  Medicine, 
February  28, 1991) 


excluding  home  equity. 
In  terms  of  net  discre- 
tionary income,  the  economic  status  of  elders  and  non- 
elders  is  roughly  equal.  The  non-elderly  already  bear  a 
disproportionate  share  of  the  costs  of  government  entitle- 
ment programs  relative  to  the  benefits  they  receive.  An 
additional  entitlement  program  that  primarily  benefits 
the  elderly  may  ultimately  threaten  the  financial  viability 
of  other  public  programs  serving  both  the  elderly  and 
non-elderly  populations.  ■ 

A  Plan  for  Reform 

The  tremendous  projected  costs  of  providing  long-term  care 
services  to  a  growing  elderly  population  cannot  be  met  through 
government  funding  alone.  This  financial  burden  on  our 
society  must  be  shared  by  applying  both  public  and  private 
resources.  Government-sponsored  programs  should  be  targeted 
to  those  of  low  income  who  are  unable  to  afford  private  alterna- 
tives. Government  solutions  should  include  flexibility  among 
care  delivery  sites  to  optimize  scarce  resources.  Tax  incentives 
should  encourage  the  purchase  of  private  long-term  care  insur- 
ance. Private  plans  should  be  strengthened  with  requirements 
to  meet  national  standards  for  coverage  of  services  and  ethical 
sales  practices.  Finally,  the  public  should  be  educated  on  the 
need  for  finaiicial  planning  for  the  potential  use  of  long-term 
care  services. 

Together,  public  and  private  interests  can  forge  public  policy 
for  affordable  long-term  care. 


CNA  is  one  of  the  10  largest 
U.S.  insurance  groups.  It  is 
a  multi-line  insurer  with 
nearly  100  years  of  experi- 
ence. CNA  is  a  registered 
service  mark  of  the  CNA 
Financial  Corporation. 


Part  of  a  series  on  important 
public  policy  issues  from 
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Forbes  goes  shopping  for  menswear  with  three  of  Europe's 
top  fashion  professionals.  Among  the  things  we  learn: 
that  there's  darned  smart  shopping  right  here  in  the  U.S.A. 

The  well,  and  sensibly, 
dressed  man 


By  Richard  C.  Morais 

Fashion  executives  must  dress  well. 
After  all,  fashion  is  what  they're  sell- 
ing. To  find  their  secrets  we  went 
shopping  with  three  well-dressed  and 
well-heeled  fashion  professionals  in 
the  fashion  capitals  of  Paris,  Munich 
and  London.  Here  is  some  of  what  we 
learned. 

Paris 

For  ten  years  Gilles  Dufour  has  been 
Karl  Lagerfeld's  right-hand  man,  di- 
rector of  the  haute  couture  and  ready- 
to-wear  studios  at  Chanel  in  Paris.  He 
dresses  some  of  the  smartest  women 
on  earth;  how  does  he  dress  himself} 

We  picked  up  Dufour  at  Chanel,  on 
Rue  Cambon.  Behind  his  magazine- 
strewn  desk  is  a  collage  of  pictures: 
Mother  Teresa,  socialite  Nan 
Kempner,  and  Karl  Lagerfeld  in  drag. 
The  45 -year-old  Dufour  is  just  back 
from  a  Fire  Island  vacation  and  has  a 
tan.  He  is  wearing  a  blue  suit  with  a 
white  shirt  open  at  the  neck  and  fake 
tortoiseshell  sunglasses.  He's  ready  to 
take  us  to  his  favorite  shops. 

Dufour  sees  himself  first  of  all  as  a 
businessman,  and  dresses  according- 
ly. "I  don't  like  to  dress  like  a  design- 
er," he  says.  "I  am  not  too  flashy." 

For  his  suits  he  chooses  British — 
but  not  custom-made.  Dufour  swears 
by  Paul  Smith,  the  English  designer 
whose  line  is  classical,  but  with  a 
flourish.  Over  on  Boulevard  Raspail, 
in  the  wood-floored  Paul  Smith  bou- 
tique, Dufour  points  to  a  rack  of  the 
latest  Smith  suits,  priced  from  $750  to 
$1,000.  A  dark  chocolate  jacket 
hangs  naturally;  the  pants  are  cut 
narrow,  leaving  a  slightly  modern 
impression. 

"Very  good  value,"  says  Dufour. 
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"It's  classical,  but  modern.  You  don't 
look  stupid."  He  jazzes  up  the  suit 
with  a  bottle-green  corduroy  vest 
(cost:  $207)  and  a  pair  of  brown  Paul 
Smith  boots  ($150). 

Then  on  to  the  shirts.  He  favors 
simple,  white  cotton  dress  shirts — 
very  traditional,  but  with  touches  that 
make  Paul  Smith  so  special.  Like  the 


buttons.  No  two  are  exactly  alill 
any  shirt.  Each  features  a  tiny  pal 
picture — of  things  like  airpll 
ships,  etc.  "I  like  his  poetry  and  I 
of  humor,"  says  Dufour.  The  vl 
ensemble  comes  to  $1,170,  aboul 
cost  of  three  gourmet  meals  irl 
City  of  Light.  It  makes  Dufour  [ 
loose,  at  ease  but  also  powerful! 
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fers  to  button  the  middle  button 
his  three-button  suit  jacket,  not 
top  two.  "I  have  a  little  stomach," 
says.  "I  like  to  hide  it." 
^or  ties  he  likes  Hilditch  &  Key,  the 
glish  shirtmaker,  on  Rue  de  Rivoli. 
four  swarms  over  the  $100  knit 
;  with  little  dots.  (He  likes  the 
;igns  but  has  his  own  dotted  ties 
de  back  at  Chanel.) 
\t  Hermes,  on  the  Rue  du  Fau- 
urg  St.-Honore,  the  cashmere 
aters  in  peach,  olive  and  cream 
ch  his  eye— at  $700  a  copy. 
'I  love  their  Kelly  bag,"  he  says  of  a 
50  leather  overnight  bag  that  is 
lish  yet  practical — small  enough  for 
on. 

or  outerwear  in  rainy  Paris,  Du- 
lr  selects  a  canvas  Mackintosh  rain- 
at  Holland  &  Holland,  on  Ave- 
Victor  Hugo.  Cost:  $650.  (Of 
rse,  Chanel  does  own  Holland  & 
fend. 

'I  spend  too  much  on  clothes,"  he 
ally  informs  us. 


When  it  comes  to  accessories,  how- 
ever, Dufour  becomes  surprisingly 
demure.  He  doesn't  wear  jewelry,  and 
he  hates  pocket  handkerchiefs. 

On  his  wrist  is  an  old  Gary  Cooper 
Cartier  watch,  a  little  string  bracelet 
with  a  seashell  and  a  white  ribbon 
from  Brazil  that  is  supposed  to  make 
wishes  come  true  when  it  falls  off.  The 
effect  is  like  most  of  Dufour's  choices: 
so  quiet  it  is  almost  unnoticeable,  but 
very  memorable  once  spotted. 

Dufour's  parting  advice:  Never 
shop  when  you  are  depressed.  "You 
always  buy  the  wrong  things." 

Munich 

"I  like  to  mix  things,  like  golf  shoes 
with  pinstripes,"  says  Peter  Giinthert, 
58,  the  owner  of  M.  Lange  &  Co. 
GmbH,  maker  of  prestigious  Rena 
Lange  womenswear.  "I'm  conserva- 
tive, but  I  don't  like  everything  to  be 
100%  perfect.  Otherwise  it's  boring. 
Something  has  to  be  wrong  or  people 
won't  remember  you." 

Giinthert  is  a  big  man  and  very 
|  distinguished  looking — with  his 
|  white  hair,  bifocals  perched  eccentri- 
|  cally  at  the  end  of  his  nose,  the  soft 
|  voice  emerging  from  an  expensive 
1  suit.  With  $45  million  in  sales,  Rena 
I  Lange  womenswear  is  now  sold  in 
°  exclusive  boutiques  from  Osaka  to 
New  York.  As  its  owner,  Giinthert 
wants  to  convey  the  image  of  a  sophis- 


ticated international  businessman, 
and  takes  pains  to  look  the  part.  Yet  he 
hates  to  shop — so  does  it  rarely,  but 
thoroughly.  Every  year  or  two  he 
makes  out  a  list  and  buys  everything 
at  once. 

We  caught  up  with  him,  laundry  list 
in  hand,  as  he  entered  Harry's,  a  glass- 
and-chrome  boutique  on  Munich's 
Oskar-von- Miller- Ring.  Giinthert 
heads  immediately  for  the  muted  suits 
of  Ermenegildo  Zegna,  the  Italian 
designer  whose  classic  tailoring  and 
fine  materials  speak  to  his  conserva- 
tive taste.  (Forbes,  July  4). 

Harry  brings  him  a  cappuccino,  and 
Giinthert  starts  trying  on  suit  jackets, 
inspecting  the  linings.  "Heavy  lining 
can  kill  the  good  qualities  of  light 
material."  Constantly  on  the  go,  he 
wears  summer  suits  all  year  round,  but 
wears  a  black  sleeveless  cashmere 
sweater  under  the  suit  in  winter.  "It 
looks  like  a  vest."  He  favors  long  rain- 
coats. "I  hate  wet  legs." 

Zegna  suits  run  between  $1,200 
and  $1,600.  Even  so,  claims  Giin- 
thert, Zegna  is  good  value.  "It  pays  to 
spend  on  quality.  To  find  the  true  cost 
of  a  suit  you  have  to  amortize  it  over 
the  life  of  the  garment."  For  Giin- 
thert, that's  ten  years.  His  secret:  "I 
always  buy  two  pairs  of  trousers.  I  take 
off  my  jacket  in  the  office,  so  it  doesn't 
wear  as  much  as  the  pants.  If  I  buy  two 
pairs  of  trousers  the  suit  lasts  longer." 


Chanel's  Gilles  Dufour  at  Paul  Smith's  in  Paris 

Ensemble  of  suit,  vest,  shirt  and  boots  (left)  comes  to  $1,170. 

For  ties,  he  likes  Hilditch  &  Key's  $100  dotted  knits  (above). 
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LEFT: 

Nicholas  Coleridg 
of  Conde  Nast  in 
London 

Eying  shirts  at 
Turnbull  &  Asse 
on  Jermyn 
Street.  For  bar- 
gains, there's 
Hackett's,  a  f e , 
doors  down. 


1! 


BELOW: 

Coleridge  and  ta 
Doug  Hayward 
His  bespoke 
suits,  worn  by 
Michael  Caine 
and  Roger 
Moore,  go  for 
$1,800  to 
$4,300. 
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For  cuff  links,  it's  Paul  Longmire 
Prices  start  at  $370  a  pair. 


Giinthert  is  shown  swatches  and 
immediately  takes  them  outside  onto 
the  street.  Harsh  artificial  lighting  in 
boutiques  distorts  colors,  he  warns. 
Always  look  at  material  in  natural 
light.  Giinthert  picks  a  navy-blue 
wool  made  by  Brioni.  Harry  agrees  to 
order  the  material  from  Brioni  but 
then  to  send  it  to  Zegna  to  have  it 
made  into  a  suit.  It  won't  be  custom- 
fitted  but  made  to  measure. 

Giinthert  says  Zegna  suits  are  par- 
ticularly good  for  traveling  business- 
men because  they  are  often  made 


from  Super  100  or  Super  120,  also 
known  as  "cool  wool."  "When  I  fly 
from  Munich  to  New  York  I  sleep  the 
night  on  the  plane.  When  I  get  off,  the 
suit  is  still  perfect  and  I  can  walk  right 
into  a  meeting.  The  material  doesn't 
crumple." 

He  wears  Oxford  shirts  and  only 
polka  dot  ties.  He  says  dotted  ties  are 
his  signature,  a  way  to  stamp  his  iden- 
tity on  the  businessman's  uniform. 
And  they're  practical.  "When  I  am 
blind  in  the  morning  I  take  any  tie  and 
it  fits  with  whatever  I  am  wearing." 


Giinthert  orders  12  shirts,  12  paid 
of  socks,  4  dotted  ties,  a  black  blazej 
blue  trousers,  a  suit,  a  handful  of  blacl 
polo  shirts  with  short  and  Ion  I 
sleeves.  Total  damage:  about  $5,00C| 
But  Giinthert  may  not  shop  again  fo| 
up  to  two  years. 

Parting  advice  from  Giinthert:  II 
you  try  on  a  suit  and  aren't  immediil 
ately  smitten,  don't  take  it.  "If  yoil 
have  any  doubts,  forget  it.  I  think  I 
man  should  forget  what  he  is  wearingl 
If  you  don't,  then  the  suit  is  wrong| 
And  it  shows.  You  can  see  by  the  way  I 
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noves  whether  he  is  comfortable 
clothes.'1 

on 

)las  Coleridge  is  the  37-year-old 
ging  director  of  Conde  Nast 
cations  Ltd.  He  was  once  a  scrib- 

on  fashion  and  has  written  some 

elling  books,  such  as  the  very 
feiible  The  Fashion  Conspiracy, 
shed  in  1988.  Coleridge  has 
shot  up  the  corporate  ladder — 

n  his  highly  visible  post  chooses 

ess  with  flair. 

)leridge's  tastes  are  quirky  Brit- 
A  handmade  double-breasted 
isor  suit  is  goosed  up  with  a  pink 
and  a  mauve  tie  with  large  white 
i  dots. 

prefers  bespoke  suits  from  tailor 
g  Hayward,  who  also  outfits  Mi- 
l  Caine  and  Roger  Moore. 
Meridge's  driver  whisks  us  in  the 
:edes  over  to  Hayward's  at  95 
nt  Street.  Bertie,  Hayward's 
laired  Jack  Russell,  yaps  at  us; 
ughout  the  cozy  shop  are  tossed 
>m- suited  teddy  bears, 
ayward  charges  between  $1,800 
$4,300  to  make  a  suit,  which 
around  six  weeks  and  generally 


requires  four  fittings.  Steep,  but  con- 
sider the  wear  and  service.  Fifteen 
years  after  purchasing,  customers  still 
bring  in  suits  for  mending  and  alter- 
ation. "I  can  let  out  up  to  5  inches," 
says  Hayward,  which  allows  for  age 
and  diet. 

Coleridge  raves  about  a  country 
suit  he  recently  bought  from  Hay- 
ward, big  checks  of  green  and  orange. 
"The  cows  turn  tail  when  they  see  it." 
But  Coleridge  is  secure  in  his  Mad 
Englishman's  tastes.  "I  often  wear  it 
in  the  city. 

"I  feel  my  only  responsibility  is  to 
be  neat,"  he  says. 

Jermyn  Street,  off  St.  James's,  is 
famous  for  its  handmade  shirts  and 
cashmere  sweaters — all  at  prices  that 
would  be  shocking  in  dollars,  let  alone 
pounds.  Coleridge  steers  us  to  Hack- 
ett  Ltd.,  at  number  87.  It  is  here  he 
buys  shirts,  socks  and  underwear. 
"They  started  on  the  New  Kings 
Road,"  he  says.  "Very  good  value." 
He  shows  us  a  striped  ready-made 
shirt  that  costs  $80.  "Around  the 
corner  that  would  cost  $115."  Cole- 
ridge spots  some  cream-colored  cot- 
ton pajamas  and  buys  them  for  $130. 
"We've  rented  a  house  in  Tuscany," 


he  says.  "I'll  need  them  there.  Don't 
want  to  startle  the  maid." 

Another  stop  is  Turnbull  &  Asser 
Ltd.,  the  venerable  shirt  shop  that 
made  Winston  Churchill  a  velvet  air- 
raid boiler  suit  as  a  wartime  smoking 
jacket.  Coleridge  fingers  the  ties,  such 
as  the  Ancient  Madder  silk,  and  the 
ready-made  shirts  that  in  Sea  Island 
cotton  cost  up  to  $177. 

A  truly  well-dressed  man  should 
have  good  cufflinks,  he  says.  For  that 
we  go  to  Paul  Longmire  Ltd.,  12  Bury 
Street.  The  tiny  shop  is  crammed  with 
exquisite  colored  cuff  links  of  black 
onyx,  lapis  lazuli,  baked  enamel. 
Prices  start  at  $370.  Custom  links  can 
also  be  ordered. 

Coleridge's  parting  advice:  "Never 
lend  your  wife  your  cashmere  sweater. 
If  she  wears  it  once,  it  never  goes  back 
to  its  original  shape." 

One  last  observation  from  Europe. 
All  our  professionals  believe  some  of 
the  best  stores  and  designers  are  right 
here  in  the  U.S.A.  Ralph  Lauren  (ties) 
and  Banana  Republic  (jeans)  were 
often  mentioned.  But  easily  the  hot 
favorite  among  the  Europeans — for 
everything  from  shoes  to  shirts  and 
bathrobes — is  Brooks  Brothers.  ■■ 


Peter  Gunthert  of  M.  Lange  &  Co.  in  Munich 
At  Harry's,  he  chooses  light  fabrics  by 
Brioni,  tailoring  by  Ermenegildo  Zegna. 
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PERSONAL  AFFAIRS 


What  next?  Now  telecards  have  become  collectibles. 

Plastic  mania 


By  Maria  Matzer 

At  A  trade  show  in  Essen,  Germany, 
collectors  caused  a  stampede  as  they 
rushed  to  buy  telecards  being  offered 
by  Deutsche  Telekom,  Germany's 
phone  carrier.  People  were  grabbing 
for  the  cards  because  they  were  able  to 
get  them  at  face  value,  even  though 
they  were  already  fetching  many  more 
times  that  amount  on  the  collectors' 
market. 

What  in  the  world  do  collectors  see 


in  them?  Rapid  appreciation,  for  one 
thing,  as  the  frenzy  catches  fire.  Long 
term,  who  knows?  But  a  lot  of  collec- 
tors are  betting  they  will  have  the 
staying  power  of  stamps  or  coins,  and 
not  fizzle  like  baseball  cards. 

Telecards  have  already  won  sanc- 
tion in  the  U.S.  with  the  American 
Numismatic  Association,  which  last 
year  recognized  them  as  legitimate 
collectibles. 


Telephone  debit-cards — whicl 
title  callers  to  a  given  amount  oil 
on  pay  phones — are  so  widesprel 
Europe  and  Japan  that  many  pi 
telephones  no  longer  even  a<| 
coins.  The  cards  are  only  now  cojl 
into  common  use  in  the  U.S. 

The  phone  carriers  love  these! 
lectors.  They  get  the  money  for 
ing  the  cards  but  don't  have  to 
vide  the  phone  service  to  colled 


Card  player 
Alex  Rendon 
Over  10,000 
cards  in  his 
mounting 
collection. 
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It's  One  Of  The  Most  Useful  Credit 
Cards  On  The  Planet.  Unless  You've 

Stolen  It.  Your  Gold  MasterCard®  is  stolen.  You  panic,  get 

Gold  MasterCard 

angry,  panic  some  more.  Then  you  call  and  cancel  it.  snia  345b  isio  j 


0000  2/ 98 

IChdV  NOVAK 


Now  the  thief  is  in  possession  of,  oh,  about  seven  cents  worth  of  stolen 


plastic.  (Maybe 


he  can  use  it  as  a  coaster  when  he  entertains 


at  the  hideout.)  So  relax.  You  only  have 


to  pay  for  stuff  you  bought,  and  you  can 


C     even  get  a  new  card  the  next  day* 
Of  course,  you  can't  use    f   it  until  then.  But  neither  can  anyone  else. 


Gold  MasterCard.  It's  more  than  a  gold  card.  It's  smart  money] 


*  Certain  conditions  apply.  Contact  your  card  issuer  for  details. 
©  1994  MasterCard  International  incorporated 


PERSONAL  AFFAIR! 


Rendon's  cards 
from  far  and  wide 
He  started  out 
collecting 
stamps. 


who  don't  dare  devalue  their  cards  by 
using  them. 

Collectors  have  plenty  of  cards  to 
choose  from.  In  Japan  alone  over  a 
quarter-million  different  designs  have 
been  released. 

In  the  U.S.  telecards  have  become 
hot  vehicles  for  advertising  and  pro- 
motion. Companies  from  McDonald's 
to  Reebok  to  Clear  Blue  Easy  pregnan- 
cy test  kits  have  issued  cards.  Souvenir 
telecards  were  made  to  commemorate 
Woodstock  '94  and  to  herald  World 
Cup  Soccer.  An  AT&T  card  that  was 
issued  this  past  summer  to  coincide 
with  the  release  of  die  movie  TJje 
FHntsonesis  sought  after  by  collectors. 

In  September  NBC-TV  promoted  its 
fall  1994  lineup  by  giving  away 
25,000  telecards  featuring  pictures  of 
the  shows'  stars.  "It  gave  us  great 
awareness.  We  got  a  million  calls," 
says  Alan  Cohen,  nbc-tv  marketing 
executive  vice  president.  "We  had 
collectors  calling,  begging  us  for  the 
cards.  One  offered  $100  for  a  set  of 
the  eight  cards,  but  they  weren't  for 
sale."  (They  are  now,  at  trade  shows, 
for  $20  apiece  and  up). 

In  the  U.S.  most  new  cards  retail 
for  $5  to  $45  and  are  sold  at  AT&T 
Phone  Center  Stores  and  an  increas- 
ing number  of  newsstands.  Hallmark 
is  cashing  in  on  the  trend  with  greet- 
ing cards  that  include  telecards.  The 
cards  feature  unique  artwork  and  al- 
low ten  minutes  of  calling  time.  They 
retail  for  $5.95. 


After  collecting  stamps  for  three 
decades,  Alex  Rendon  turned  to  tele- 
cards almost  seven  years  ago  and  now 
has  one  of  the  largest  and  most  valu- 
able collections  in  the  U.S.  He  has 
over  10,000  specimens  from  all  over 
the  world  and  he  rarely  uses  them.  His 
prize  is  a  card  issued  in  1978  by  the 


Hotel  Windsor  in  Paris — one  of 
two  known  still  to  exist. 

Among  the  more  valuable  Ar 
can  cards  in  his  collection  are  a 
Michigan  Bell  card  (now 
$3,500)  and  a  1990  New  York 
phone  trial  card  ($2,000).  Ui 
many  cards  issued  later,  they  ai 
fancy — just  rare. 

Last  year  friends  Scott  duPontj, 
John  Bridges  opened  four  st) 
named  Keep  the  Change!,  in  Flcj 
and  Texas.  The  stores  sell  only 
telecards,  most  at  face  value.  "I 
the  cards  for  people  to  use,  but  w 
found  that  70%  of  our  business  is  fj 
collectors,"  says  duPont.  Among 
hottest  now  are  cards  that  pic 
Elvis,  Marilyn  Monroe,  World 
Soccer,  and  wildlife  and  environ™ 
tal  themes. 

Several  magazines  for  collect 
American  Tele  card  Society  2 
(305-981-7769),  MonevCard  Co 
tor  (513-498-2111)  and  Tela 
World  (800-825-0061).  Books 
elude  Telephone  Cards  of  the  W 
Part  2  (available  from  America 
206-641-6057)  and  The  Work 
Phonecards  (from  bje  Graphics! 
Publishing;  805-547-8500 


Promoters  and  advertisers  are  quick  to  issue  cards 

Phone  carriers  love  issuing  them— many  are  never  used. 
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The  great  Megatop"  74  7 


soared  through  the  sky  on 


its  daily  voyage  from 


San  Francisco  to  Hong  Kong. 


She  brought  me  a  fresh 


blanket  and  an  extra  pillow 


for  a  good  night's  rest. 


We've  never  forgotten 


the  little  things. 


ON-SMOKING  SERVICE  DAILY  FROM  SAN  FRANCISCO  TO  HONG  KONG 

to,  daily  non-smoking  services  from  Los  Angeles  to  Tokyo  and  to  Taipei  sinGAPORE  AIRLinES 

n  Airlines  Advantage*  Program  and  Delta  Air  Lines'  Frequent  Flyer  Program  for  First  and  Raffles  Class  only.  Other  restrictions  apply. 


in  Americar 


UHnttno 


Playing  second  fiddle  to  a  powerful  boss  isn't 
everyone's  idea  of  fun,  but  it  can  be  rewarding. 
Here  are  three  people  who  found  it  so. 

"Stu  is  running 
the  show" 


By  Michael  Noer 

Multibillionaire  John  Kluge  gets 
most  of  the  public  credit  for  trans- 
forming Metromedia  from  a  handful 
of  TV  and  radio  stations  in  the  late 
1950s  to  the  phenomenally  successful 
$2  billion  (revenues)  entertainment 
and  communications  giant  it  now  is. 


But  negotiating  virtually  all  of 
Metromedia's  deals  behind  the  scenes 
for  the  past  13  years — including  the 
sales  of  the  television,  radio  and  cellu- 
lar divisions — has  been  a  man  few 
people  have  ever  heard  of:  Stuart  Su- 
botnick.  Now  52,  Subotnick  is  a  for- 


John  Werner  Kluge  and  his  number  two,  Stuart  Subotnick 
Working  together  in  a  9-by-9-foot  windowless  room. 


mer  tax  lawyer  who  has  duti 
served  since  1981  as  Kluge's  nur 
two.  Often  working  side-by-side 
his  boss  in  a  tiny  (9-by-9-foot) 
dowless  room  in  midtown  Mar 
tan,  Subotnick  was  in  fact  the  pj 
moving  force  behind  the  1984  lq| 
aged  buyout  that  took  Metromj 
private.  "I  can't  picture  John 
being  engaged  at  some  level," 
former  associate  says,  "but  Stu  is  j 
ning  the  show." 

As  it  was  once  said  that  befl 
every  successful  man  is  a  strong  wj 
an,  today  it  can  be  said  that  bet 
virtually  every  great  entreprerj 
stands  a  strong  number  two.  But  t) 
are  complex  relationships,  requii 
mutual  trust,  an  ability  on  the  pan 
the  deputy  to  put  his  ego  on 
shelf — and  an  ability  on  the  pari 
the  boss  to  make  his  number  | 
feel  more  like  a  partner  thai 
subordinate. 

As  with  good  marria 
shared  backgrounds  an 
sumptions  about  life  | 
to  be  common  denom 
tors  in  good  business  pj 
nerships.  Subotnick  I 
working  as  a  young  law 
in  the  bowels  of  the  Met) 
media  tax  departmj 
when  Kluge's  chief  fin 
cial  officer,  Clemens  V 
ber,  died  suddenly  oi 
stroke  in  1980.  Subotnii 
then  just  39,  was  tapped 
be  Weber's  successor. 

And  everyone — incli 
ing  Subotnick — was  s| 
prised.  But  Kluge,  a  sa 
made  German  immigra 
had  seen  something  of  hi 
self  in  Subotnick,  who  h 
grown  up  in  New  Yorj 
housing  projects.  "He  pj 
himself  through  nig| 
school  and  implement! 
his  career  while  he  was  mi 
ried  and  had  two  children 
says  Kluge.  "That  took  all 
of  doing.  We  both  cad 
from  very  modest  bacj 
grounds.  We  know  what 
dollar  is  all  about." 

Another  trait  of  succea 
ful  number  twos:  an  abili 
to  relate  to  the  boss  oni 
personal  as  well  as  profe 
sional  level.  In  1977  Subo 
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"Fidel  Castro  thought  I  had  left  Cuba 
with  only  the  domes  on  my  back. 
But  my  secrets  w^JjOcked  in  my  heart: 


After  Fidel  Castro  came  to  power.  Ramon 
longer  make  his  Partagas  cigars  in  Cuba. 

The  skilled  hands  became  too  few,"  Ramon  says.  "And  eventually,  the  Cuban  leaf  was 
in  short  supply." 

In  contrast,  the  Dominican  Republic  has  the  most  carefully  trained  cigar-makers 
and  the  most  richly  cultivated  soil  in  the  Caribbean. 

And  only  Partagas  cigars  are  tirade  under  the  watchful  eyes  of  Ramon  Cifuentes, 
the  same  man  who  made  them  over  forty  years  ago  in  Havana 


PARTAGAS" 
The  cigar  that  knew  Cuba  when. 


CAREERS 


Home 
Like  a 


nick  had  helped  Kluge  resolve 
some  sticky  tax  problems  re- 
sulting from  a  vindictive  di- 
vorce from  his  second  wife. 
"Stu  gave  John  advice  and 
counsel  on  a  personal  level  and 
I  am  convinced  that  is  how  he 
got  the  job,"  says  a  knowl- 
edgeable source.  "It  so  ingra- 
tiated him  to  John." 

Regardless  of  how  he  got 
there,  and  no  matter  how  in- 
fluential he  has  been,  Subot- 
nick  knows  that  keeping  his 
ego  tethered  is  critical  to  his 
success.  Subotnick,  whose 
own  net  worth  has  grown  to 
over  $250  million,  puts  it  this 
way:  "I  am  not  the  number 
two  trying  to  get  the  number 
one  out  of  the  way.  It  doesn't 
work  that  way.  I  am  where  I 
want  to  be." 

Or  listen  to  the  way  Bernard 
Marcus  and  Arthur  Blank,  co- 
founders  of  Home  Depot, 
take  great  pains  to  describe 
their  relationship  as  a  partner- 
ship of  equals  despite  unequal  MM 
equity  stakes  (Marcus  owns 
$700  million  worth,  Blank  $380  mil- 
lion) and  the  fact  that  Marcus  holds 
the  chief  executive  title  while  Blank  is 
chief  operating  officer.  "My  belief 
from  the  beginning  was  that  Arthur 
was  going  to  be  a  partner  of  mine,  and 
I  think  I  have  always  treated  him  that 
way,"  says  Marcus. 

Marcus  and  Blank  are  different  in 
many  ways.  Marcus,  nearly  15  years 
older  than  Blank  and  a  confirmed 
Republican,  likes  to  focus  on  strategy. 
Blank  is  a  committed  Democrat  and 
loves  to  bury  himself  in  operating 
details.  They  rarely  socialize  outside 
of  the  office. 

But  more  important  than  the  sur- 
face differences  are  the  deep  com- 
monalities. Both  come  from  bleak 
northeastern  backgrounds.  Marcus 
grew  up  in  Newark,  N.J.,  the  son  of  a 
Russian  immigrant  cabinet  maker 
who  spoke  little  English.  He  describes 
his  childhood  as  "desperately  poor." 
Blank  is  from  Queens,  where  he,  his 
brother  and  his  parents  shared  a  suc- 
cession of  one -bedroom  apartments. 
"I  didn't  live  in  my  first  house  until  I 
was  31  years  old.  It  cost  $33,000,  and 
I  remember  telling  my  wife  at  the  time 
that  I  would  work  for  the  rest  of  my 


Depot's  Bernard  Marcus  (right)  and  Arthur  Blank 
marriage:  "The  only  thing  we  don't  have  is  sex 


life  trying  to  pay  off" the  mortgage." 

They  formed  a  strong  personal  tie 
the  day  they  were  both  fired  from 
Handy- Dan,  a  now  defunct  home- 
improvement  chain,  by  Sanford  Sigo- 
lofif,  the  New  York- based  takover  art- 
ist, in  1978.  According  to  Marcus,  his 
and  Blank's  sense  of  how  to  treat 
people — and  how  not  to — developed 
from  their  experience  as  SigolofiPs 
hired  hands.  "It  wasn't  a  partner- 


Richard  Rainwater 

He  never  felt  like  number  two. 


ship,"  says  Marcus  of  his 
tionship   with  Sigoloff. 
was,  'You  work  for  me  and 
will  damn  well  do  what  ] 
you!'  " 

That  kind  of  do-what-I-^ 
you  arrangement  would  n| 
have  worked  for  Richarc 
Riinwater,   former  final 
adviser  to  the  Bass  familjl 
Fort  Worth.  Rainwater: 
Basses  never  made  me  feelll 
a  number-two  person,  w| 
is  a  credit  to  the  Basses." 
he  repaid  the  favor.  After  j 
ing  the  Basses  in  1970,  F 
water  spent  the  next  16  yj 
running  their  net  worth  fill 
$50  million  to  $3  billion.1 
Without  the  trust  and  fj| 
dom  to  make  the  investr 
decisions  himself,  his  relati)| 
ship  with  the  four  Bass  bn| 
ers  would  have  been  a  disasj 
Rainwater  says.  "I  never  cq 
have  been  the  right-hand  rj 
to  somebody  like  Marvin  j 
vis,"  Rainwater  says.  "I'm 
saying  Marvin  Davis  is  a 
guy,  it  just  has  got  to  H 
different  experience  when  you  kill 
he  [the  number  one]  is  the  dccis| 
maker." 

Why  did  Rainwater  leave  in  198(1 
manage  his  own  by-then-consiql 
able  fortune,  which  is  now  wqj 
about  $700  million? 

By   1985  Sid  Bass,  Rainwatil 
Stanford  Business  School  classml 
and   immediate    boss,   was  goll 
through  a  difficult  divorce,  and  t<[ 
sions  were  mounting  between  Sid  i 
his  younger  brother  Robert.  The  sfi 
it  of  partnership  between  Rainwa 
and  the  Basses  had  been  replaced  b| 
sense  of  aloofness  and  loneliness. 

"There  was  a  real  breakup  goingj| 
in  the  family,"  says  Rainwater, 
like  when  you  go  to  the  locker  rool 
after  you  win  the  Super  Bowl  all 
everybody  is  pouring  champagne  I 
their  heads.  But  toward  the  fifteen 
or  sixteenth  year  I'd  be  in  the  locll 
room,  but  there  would  be  no  one  el 
there.  I  mean,  we  still  won  the  Sufjl 
Bowl,  right?  I'd  be  in  there  pourii| 
champagne  on  my  own  head." 

His  point:  When  the  number  tvl 
has  become  the  de  facto  number  oill 
he  or  she  might  as  well  formalize  t|| 
position. 
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"WHY  IS  OUR 
AWARDS  PROGRAM 
SO  POPULAR  WITH 
FREQUENT  TRAVELERS? 
WE'RE  IN  EVERY  CITY 
THEY  FREQUENT. 


As  a  business  traveler  you  earn  free  vacations  faster  with 
Marriott  Honored  Guest®  Awards.  With  over  250  locations 
worldwide,  we're  doing  business  wherever  you're  doing  business. 
To  join  the  program  call  1-800-367-6453.  For  reservations, 
call  your  travel  agent  or  1-800-228-9290. 

Harriott 


HOTELS  •  RESORTS  •  SUITES 


WE  MAKE  IT  HAPPEN  FOR  YOU. 


1994  Marriott  international.  Inc. 
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Budgetary  diplomacy 

Stanford  University's 
new  provost,  Condoleezza 
Rice,  likens  her  budget 
jousting  with  the  faculty  to 
her  dealings  with  the 
Joint  Chiefs  of  Staff  when 
she  worked  as  Soviet  bloc 
specialist  in  the  Reagan 
White  House.  "The  an- 
swer was  always  one-third  a 
ship,  one-third  a  plane, 
one-third  a  tank.  [Every 
service]  was  assumed  to 
grow.  That's  not  true  any- 
more," she  says. 

In  her  first  year,  Rice, 
39,  balanced  the  universi- 
ty's $410  million  unre- 
stricted budget  without 
dipping  into  reserves  for 
the  first  time  in  six  years 
(excluding  the  medical 
school).  And  Rice  plans  to 
slash  $  1 2  million  from 


operating  expenses  over  the 
next  two  years  to  fund 
new  programs.  So  depart- 
ment heads  used  to  dick- 
ering only  about  the  rate  of 
growth  will  face  a  real 
knife.  "Everything's  on  the 
table,"  she  asserts.  That's 
a  big  change  from  the 
1980s,  when  the  school's 
budget  was  growing  at  al- 
most 1 0%  a  year. 

How  do  you  get  a  uni- 
versity to  live  within  its 
means?  It's  precisely  the 
process  the  Clintons  should 
have  used  to  sell  their 
health  care  package.  Says 
Rice:  "The  most  impor- 
tant thing  is  continually  lay- 
ing the  groundwork  and 
getting  everyone  to  under- 
stand where  you're  trying 
to  go  and  why." 


Looking  for  some  Madison  Ave 
nue  savvy,  Ameritech  Corp.  just  hi] 
interactive  video  expert  Martin 
Nisenholtz  from  advertising  giant 
Ogilvy  &  Mather.  Nisenholtz,  39 
will  be  the  Chicago- based  Baby 
Bell's  director  of  content  strategy. 

That  means  coming  up  with  nc\ 
video  programming  opportunities! 
the  company  upgrades  its  network 
to  bring  video  services  to  6  millior1 
customers  by  decade's  end, 
pending  FCC  approval.  Nisenholtz 
will  also  supervise  the  firm's  new  ai 
ance  with  Disney  to  develop,  mar 
ket  and  deliver  interactive  and  trac 
tional  programming  to  viewers. 
Ameritech  also  recendy  acquired  a 
stake  in  Peapod,  an  interactive  gro 
eery  shopping  and  delivery  service 

Nisenholtz  says  there  will  be 
more  deals  to  come.  But  first,  a  plan 
which  to  fit  them.  "I  don't  think 
most  generals  would  go  out  and  fi 
a  war  without  a  battle  plan." 

-Marc  Ball* 


Martin  Nisenholtz 


so  in  i 
linve 
jvative 
erica  is 

a: 

»lsin 
're  he 
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nhattan  Project  II 

[EN  World  War  II  broke  out,  the  U.S.  got 
nest,  most  creative  minds  in  the  country 
tiier,"  says  Richard  G.  Nichols.  "The  fact 
is,  World  War  III  has  broken  out — it's  a 
lology  war.11 

chols,  64,  a  retired  Goodyear  Tire  & 
er  Co.  executive,  now  president  of  Akron, 
D-based  Inventure  Place,  is  trying  to  bring 
:  minds  together  to  do  battle  again, 
nded  two-thirds  by  the  federal,  state  and 
ty  governments  and  one-third  by  private 
itions,  the  $22  million  facility,  opening 
July,  will  function  as  the  hub  of  a  national 
jam  to  spur  invention, 
ichols,  a  mechanical  engineer  by  training, 
irm  believer  in  getting  those  creative  juices 
ing  early.  For  the  past  five  years,  grade 
ol  kids  have  attended  the  weeklong  Camp 
jntion  in  Akron,  where  they  take  apart 
isions,  radios  and  telephones,  then  "in- 
"  other  things  with  the  parts.  Camps  were 
in  14  states  last  summer  and  about  2,000 
attended.  Nichols  has  also  held  an  inven- 
and  creativity  workshop  for  business  people 
e  center  and  plans  more  workshops 
nd  the  country. 

so  in  the  works:  a  national  database  to 
h  inventors  with  companies  looking  for 
vative  ideas  and  products.  "Corporate 
rica  is  cutting  back  on  research  and  devel- 
ent,  and  science  isn't  being  taught  in  our 
ols  in  a  stimulating  way,"  says  Nichols. 
:'re  hoping  to  help  fill  those  gaps." 

-Marla  Matzer 


- 


am  Rasmussen 


Richard  G.  Nichols 


From  the  mouths  of  babes 


ESPN  founder  William 
Rasmussen  wants  to  repeat 
the  success  of  his  cable 
sports  network  with  a  new 
project  called  IntelliNet. 

It's  a  $7,000  home- 
automation  system  that  lets 
users  control  things  like 
heating,  air-conditioning, 
security  systems  and  lawn 
sprinklers  from  push-but- 
ton control  panels  in- 
stalled around  the  house. 

Rasmussen,  62,  got  the 
idea  from  his  son  Glenn, 
who  saw  colleagues  tin- 
kering with  the  technology 
in  a  graduate  physics  lab 
back  in  1988.  Rasmussen 


put  up  $500,000  of  his 
own  money  and  has  since 
pulled  in  nearly  $8  mil- 
lion from  the  pockets  of  60 
other  investors.  Naples, 
Fla.- based  IntelliNet  is  still 
losing  money,  but  Ras- 
mussen expects  it  to  earn 
$2  million  next  year  on 
sales  of  $24  million. 

Rasmussen  has  made  a 
practice  of  relying  on  his 
kids  for  product  develop- 
ment. ESPN  came  about  in 
1979  after  his  son  Scott, 
then  22,  suggested  a  chan- 
nel with  nothing  but 
football  on  all  day. 

-James  Samuelson  ■■ 
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WHEN  YOUR  BUSINESS  PHILOSOPHY 
IS  MEAT  AND  POTATOES, 
YOU  INVEST  IN  POTS  AND  PANS. 


The  Hanson  philosophy  boils  down  to  this:  To  own  compa- 
nies whose  products  or  services  are  essential,  no  matter  what 
the  economy.  Companies  like  Farberware. 

As  the  second  largest  manufacturer  of  stainless  steel 
cookware,  Farberware  is  literally  a  household  name. 

Hanson  is  not.  But  we're  used  to  it.  Many  of  our  businesses 
are  better  known  than  we  are.  Businesses  with  combined  assets 
in  excess  of  $55  billion.  The  Peabody  Group,  Suburban 
Propane,  and  Jacuzzi  Whirlpool  Baths  are  just  a  few. 


Of  course,  our  investors  are  quite  familiar  with 
our  track  record.  Since  being  listed  on  the  New  York  Stock 
Exchange  in  1986,  sales  have  soared  to  $15  billion,  while  total 
market  capitalization  is  over  $20  billion.  And  at  the  end  of 
1995,  our  gross  dividend  yield  was  5.5%,  double  the  average  of 
the  S&P  500. 

Our  recipe  is  simple,  and  steeped  in  common  sense.  If 
we've  whet  your  appetite  for  more  information,  call  for  a  copy 
of  our  Annual  Beport  at  1-800-8-HANSON. 


AGGREGATES     CHEMICALS     COAL     CONSTRUCTION  &  BUILDING  PRODUCTS  ■  FOREST  PRODUCTS  •  TOBACCO 


lit  rUBDtb/bMKnA  WALL  STREET  hEU 

BY  JOHN  H.  CHRISTY  V  - 


The  overall  market 


1  stocks  of  heavily  capitalized  com- 
fcs  have  done  as  well  as  Citicorp's 
mg  the  past  2x/2  years.  In  January 

2  Citicorp  was  trading  at  13  a 
b.  Today  the  stock  is  at  42 '/2. 
>bert  Albertson,  a  banking  analyst 

Goldman,  Sachs  in  New  York, 
ks  there's  still  a  good  deal  of 
dc  in  Citi.  The  $217  billion 
ts)  giant  has  3,500  branches  in 
J.S.  and  a  meaningful  presence  in 
y  100  other  countries.  Albertson 
s  that  Citicorp's  business  in  devel- 
g  nations  is  growing  at  a  20% 
lal  clip,  making  it  a  way  to  play 
rging  markets  without  taking  a 
"isk  on  currency  movements.  He 
cts  Citicorp's  per-share  earnings 
se  23%  in  1995,  to  $6.50  a  share, 
thinks  Citicorp  stock  will  gain 
over  the  next  12  to  18  months, 
on  top  of  a  1 .4%  yield  from  the 
ntly  restored  dividend.  Other 
cs  Albertson  likes:  First  Fidelity, 
onsBank  and  BankAmerica. 


pecial  focus 


/hile  the  stocks  in  the'  s&p  500  are 
deed  at  12.6  times  estimated  1995 
>rnings,  the  issues  below  have  cstimat 
d  1995  p/ks  over  45.  More  often  than 
ot,  however,  analysts  are  too  optimistic 
their  long-range  earnings  forecasts.  If 
alysts  trim  their  estimates,  these  stocks 
auld  take  some  painful  hits. 

lich  forecasts 


Company 

Price 

'95  est 
P/E 

AirTouch  Commun 

28  Vs 

74 

Boise  Cascade 

293/4 

48 

Bowater 

291/4 

68 

FORE  Systems 

44'/4 

58 

Louisiana  Land  &  Explor 

43i/2 

47 

Turner  Broadcasting  Sys 

197/8 

50 

US  Cellular 

305/8 

77 

Vanguard  Cellular  Sys 

25 

73 

Source:  IBES,  Inc. 

3000 
2600 

2200 
1800 

1400 
1000 


The  Barra  All-US  price  index  as  of  9/29/94 

Market  value:  $5,121.9  billion 

P/E:  20.4 

P/E  minus  negative  EPS:  16.0 
Price/book:  2.6 
Yield:  2.5% 


12-month  closeup 


Barra  index 

200-day  moving  average 


'85     '86     '87     '88    '89     '90     '91     '92     '93  '94 


0NDJ  FMAMJJAS 
'93  '94 


Closeup  on  the  market 


%  change  from 


Index  or  investment 

2-week  change 

1  year  ago 

5-year  high 

Barra  All-US  index 

-2.4  % 

-0.1  % 

-4.9% 

S&P/Barra  Growth  index1 

-2.1 

6.7 

-2.1 

S&P/Barra  Value  index- 

-2.8 

0.0 

-4.7 

Dow  Jones  industrials 

-2.5 

8.4 

-3.1 

S&P  500 

-2.6 

0.7 

-4.1 

NYSE 

-2.4 

0.0 

-4.7 

Nasdaq 

-2.5 

-0.4 

-5.5 

flmex 

-0.7 

1 

-0.9 

-6.4 

EAFE3 

-1.0 

1 

8.7 

-2.5 

CRB  futures  index 45 

0.9 

J 

6.7 

-9.0 

Gold  (Comex  spot) 

16.9 

|  11.3 

-6.4 

Yen '(per  $US) 

-0.8 

1 

-7.7 

-38.5 

Oil  (W Texas  Intermediate) 

7.8 

1 

-4.3 

-56.3 

The  best  and  worst  performing  stocks 


The  best  and  worst  performing  industry  factors7 


2-week 

Since 

2-week 

Since 

Best 

change 

12/31/93 

Worst 

change 

12/31/93 

Precious  metals 

7.5% 

0.0% 

Airtransport 

-7.9% 

-28.2% 

Iron  &  steel 

2.6 

20.7 

Construction 

-7.7 

-16.4 

Mining  &  metals 

2.5 

16.7 

Trucking 

-7.3 

-8.9 

Forest  products 

2.4 

-6.9 

Real  estate 

-6.5 

-27.2 

Electric  utilities 

2.0 

-14.6 

Financial  services 

-6.3 

-1.4 

2-week 

1994 

2-week 

1994 

Best 

Price 

change 

EPS1 

Worst 

Price 

change 

EPS6 

Nature's  Bounty 

IOV4 

42% 

$0.60 

Burlington  Coat  Factory 

137/8 

-42% 

$1.60* 

First  Alert 

35  3/4 

36 

1.16 

Maybelline 

19i/8 

-34 

1.58  \ 

Anthem  Electronics 

321/4 

34 

1.89 

One  Price  Clothing  Stores 

91/2 

-33 

1.07  | 

20th  Century  Inds 

127/8 

32 

-6.15 

USAir  Group 

4 

-32 

-7.44 

Molecular  Biosystems 

13 '/2 

32 

-0.10 

NovaCare 

103/4 

-32 

1.23*  I 

Data  for  period  ending  9/29/94.  The  Barra  All-US  price  index  consists  of  all  publicly  traded  common  U.S.  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  trading  on 
narkets.  ADRs,  REITs  and  closed-end  funds  are  excluded. 1  Total  return  of  a  portfolio  of  more  than  150  large-capitalization  stocks  that  has  high  historical  earnings  growth  and  has  predicted  above-average 
gs  growth.  2 Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios.  3  A  dollar-denominated  capitalization-weighted 
iof  more  than  1,000  stocks  from  Europe,  Australia,  New  Zealand  and  the  Far  East.  Source:  Morgan  Stanley  Capital  International  Perspective.  4  Index  of  21  commodity  futures.  5  Source:  Knight-Ridder 
':ial  Publishing.  'Estimate.  Source:  IBES,  Inc.  7  Shows  return  to  the  industry  factor  after  controlling  for  other  influences,  including  company  size,  value  and  growth  characteristics.  Multi-industry  firms  have 
rtional  contributions  in  two  or  more  groups.  *Fiscal  1995  estimate.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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BY  SCOTT  DECARLO 


The  biggest  new  issues1 


Company/business 

Exchange 

Offer 
date 

Offer 
price 

9/30/94 
price 

Offering 
(Srnil) 

Lead 
underwriter 

Performance  to  dal 
absolute   rel  to  ml 

icigier  buai  noioing/coai  mining 

n 

1  5 

1  D 

ip  /2 

<t  1  R7 

I  a  h  m  -3  r*i  Drnlhorr 

LcMIIIdM  DlOUlc'S 

3% 

104 

Giant  Cement  Holding/cement  products 

0 

9/29/94 

14 

14 

140 

PaineWebber 

0 

iod 

Corporate  Express/office  supplies 

0 

9/23/94 

16 

20% 

120 

Alex  Brown  &  Sons 

30 

129 

Sterile  Concepts/surgical  trays 

n 

9/27/94 

17 

17 

92 

Wheat  First  Butcher 

0 

100 

Mississippi  Chemical/nitrogen  fertilizers 

0 

8/18/94 

15 

19 

76 

Wertheim  Schroder 

27 

127 

Greenbrier  Cos/railroad  equipment 

n 

7/11/94 

14 

185/8 

67 

Oppenheimer 

33 

129 

Norrell/temporary  personnel  svcs 

0 

7/26/94 

14 

18 

52 

Kidder  Peabody 

28 

126 

Trigen  Energy/energy  systems 

n 

8/12/94 

153/4 

19'/4 

50 

Lazard  Freres 

22 

122 

WCI  Steel/integrated  steel 

n 

7/13/94 

10 

12V6 

50 

Merrill  Lynch 

21 

118 

Baby  Superstores/baby  prods  retailer 

0 

9/27/94 

18 

32% 

49 

CS  First  Boston 

82 

182 

Performance  update 


The  new  issues  market  was  bleak  in 
the  third  quarter.  Underwriters  took 
only  99  new  issues  to  market  and 
raised  only  $3  billion  in  new  capital. 
By  contrast,  in  last  year's  third  quar- 
ter the  market  absorbed  145  initial 
public  offerings,  worth  $6.1  billion. 

Blame  a  weak  stock  market  (the 
S&P  500  shows  a  slight  loss  since  last 
December)  and  a  crimp  in  capital 
flows  into  mutual  funds.  The  Invest- 
ment Company  Institute  says  that  net 
investment  of  new  cash  in  stock  funds 
during  July  and  August  fell  10%  from 
the  same  period  a  year  ago. 

When  companies  really  needed 
money,  they  marked  down  their 
equity.  For  example,  the  offering  on 
WCI  Steel  was  dropped  from  an  initial 
range  of  $13  to  $15  a  share  to  only 
$10  when  it  went  public  in  July.  Secu- 
rities Data  Co.,  of  New  Jersey,  reports 
that  22  underwritings  slated  for  the 
quarter  were  postponed  and  39  came 
to  market  but  at  lower  prices. 

The  outlook  for  the  fourth  quarter? 
Robert  Natale,  editor  of  Standard  & 
Poor's  Emerging  &  Special  Situations 
newsletter,  diinks  that  a  few  recent  hot 
deals,  such  as  Baby  Superstores,  which 
nearly  doubled  in  price  on  its  first  trad- 
ing day  (Sept.  27),  will  lure  back  some 
buyers.  But  Natale  doesn't  expect 
underwriters  to  match  the  record  pace 
of  last  year's  fourth  quarter. 


Note:  This  report  covers  initial  public  offerings  of  common  equities  with  offer  date  of  7/1/94  to  9/30/94,  offering  price  of  $2.50  or  more  and  offering  value  of  $5  million  or  mffl 
Closed-end  funds,  limited  partnerships  and  ADRs  (American  Depositary  Receipts)  of  corporations  already  traded  in  foreign  countries  are  excluded,  as  are  REITs  and  spinoffs.  'Lj 
quarter.  2The  ending  value  of  $100  invested  in  the  stock,  divided  by  the  ending  value  of  $1  invested  in  the  market,  latest  12  months.  Source:  Securities  Data  Co. 


The  best  new  issues1 

Company/business 

Offer 
price 

Offering 
($mil) 

Lead 
underwriter 

Performance  to  date 
absolute    rel  to  mk 

Cascade  Commun/data  commun  prods 

15 

$30 

Morgan  Stanley 

215% 

309 

Adtran/telecomm  prods 

18 

36 

Dean  Witter 

87 

185 

Baby  Superstores/baby  prods  retailer 
Spectrian/power  amplifiers 

18 

12'/2 

49 

30 

CS  First  Boston 
Bear  Stearns 

82 
71 

182 
171 

Rock  Bottom  Restaurants/restaurants 

8 

16 

Piper  Jaff ray 

63 

159 

The  worst  new  issues1 

Company/business 

Offer 
price 

Offering 
($mil) 

Lead 
underwriter 

Performance  to  date 
absolute   rel  to  mk 

GeneMedicine/biopharmaceuticals 

7V2 

$15 

D  Blech 

-45% 

53 

Silverado  Foods/gourmet  &  snack  foods 

7 

16 

Commonwealth  Assoc  -23 

76 

Wave  Tech  Intl/telecomm  info  prods 

7 

8 

Janney  Montgomery 

-5 

94 

Carlyle  Golf/golf  apparel 

3 

6 

Neidiger  Tucker 

-4 

96 

Golf  Enterprises/operates  golf  courses 

13V2 

32 

William  Blair 

-2 

95 

i 


I  The  most  active  investment  bankers3 

Industries  going  public3 

Underwriter 

Total 
offerings 

Total  raised 
($mil) 

Industry 

Total 
offerings 

Total  raised  1 
($mil) 

Goldman  Sachs 

22 

$3,127 

Manufacturing 

248 

$8,328  I 

Merrill  Lynch 

14 

1,803 

Insurance 

20 

2,062  V 

Morgan  Stanley 

20 

1,783 

Services 

90 

1,895  1 

DU 

21 

1,664 

Communications 

23 

1,756  1 

Lehman  Brothers 

19 

1,620 

Natural  resources 

13 

1,189  1 
H 

2(;2 
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Buy  growth  stocks,  but  get  good  value— that  blended 
style  has  yielded  handsome  returns  for  Howard  Schow's 
customers  at  Vanguard  Primecap. 

Growth  at  a  price 


When  A  star  money  manager  quits  a 
fund,  should  you  quit,  too?  Definitely 
consider  doing  so  when  the  star  opens 
up  a  new  fund  just  like  the  old — but 
with  lower  fees. 

Howard  Schow  left  big  shoes  to  fill 
when  he  stepped  down  as  chairman  of 
Capital  Research  ik  Management  Co. 
in  1983.  Under  his  touch  the  Los 
Angeles-based  firm's  Amcap  Fund  re- 
turned 12.7%  compounded  annually 
from  its  inception  in  1967,  while  the 
market  delivered  just  7.9%.  The  fund 
favored  fast-growing,  innovative 
small  companies,  mixed  them 
with  large  companies,  then  held 
on  for  years. 

On  quitting  Capital  Research, 
Schow  (pronounced  scow) 
opened  his  own  money  manage- 
ment firm,  getting  a  contract  with 
Vanguard  to  run  a  new  fund 
called  Vanguard  Primecap.  Am- 
cap  customers  who  stayed  behind 
have  lagged  the  market  by  an 
average  of  1 .8  percentage  points 
compounded  annually.  The  ones 
who  followed  Schow  out  the  door 
have  done  considerably  better. 
Since  its  late  1984  inception, 
Vanguard  Primecap  has  beaten 
the  market  by  1.4  points  a  year, 
averaging  16.4%  compounded 
annually  in  total  return.  This  year 
Primecap  is  up  9%,  while  the  mar- 
ket is  down  0.8%.  Investors  are 
taking  notice:  The  fund's  assets  have 
doubled,  to  $1.3  billion,  since  the  end 
of  1992. 

Primecap's  customers  are  getting 
not  just  smart  stock  picking  but  a 
bargain.  The  no-load  fund  charges 
just  0.67%  in  annual  expenses.  Amcap 
has  a  sales  load  of  up  to  5.75%  and 
charges  0.89%  in  annual  expenses. 

Schow,  67,  might  have  attracted  a 
much  greater  following  by  now  if  he 
were  more  comfortable  in  the  lime- 
light. "I  haven't  given  interviews  in 
38  years,"  he  says.  Reluctantly,  he 
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explains  his  approach. 

For  starters,  this  eclectic  manager 
refuses  to  get  hung  up  on  scholastic 
distinctions  between  growth  and  val- 
ue investing.  "To  me  they're  one  and 
the  same,"  he  says.  "You've  got  to 
buy  growth  that  still  has  value  in  it." 

How  has  Schow  racked  up  such 
good  returns  for  so  long?  "We  don't 
go  for  20%  or  30%  gains,"  he  says. 
"We  go  for  triples,  quadruples,  octu- 
ples.  But  that  takes  years."  It  can  be  a 
rough  ride:  Forbes  gives  Primecap  a 


Howard  Schow  of  Vanguard  Primecap 
"A  lot  of  doing  well  is  drudgery." 


B  for  up-market  performance  but  a  D 
in  down  markets. 

"A  lot  of  doing  well,"  says  Schow, 
"is  drudgery."  Consider  that  the  fund 
has  owned  LSI  Logic,  the  chipmaker, 
since  1984;  Tellabs,  the  telecom- 
munications equipment  supplier, 
since  1986;  and  Symbol  Technol- 
ogies, die  producer  of  bar-code  scan- 
ners, since  1988.  At  various  points 
along  the  way,  LSI  was  off  43%  from 
Schow's  average  purchase  price;  Tel- 
labs, 36%;  Symbol  Technologies, 
70%.  But  Schow  hung  on,  and  the 


fund  has  made  four  times  its  m< 
on  LSI,  ten  times  on  Tellabs  ai 
doubling  on  Symbol  Technologi 
Schow  holds  his  average  stocl 
six  years.  That  has  kept  capital  £ 
distributions,  and  shareholders' 
bills,  low.  A  fifth  of  the  fund's  a 
consists  of  unrealized  gains 
Schow  is  in  no  rush  to  realizx  the 
Federal  Express,  his  largest  h 
ing,  has  been  a  favorite  since  Sc 
first  bought  it  for  Amcap  in  the 
1970s.  This  year  FedEx  is  off  95A 
can't  believe  it,"  he  marvels, 
taking  a  beating  ajjain  in  this  stoi 
After  almost  a  decade  of  internati 
losses,  "its  growth  has  been  hidde 
a  great  shroud,"  says  Schow.  Bu 
15  times  earnings,  he  thinks  Fed! 
still  a  buy. 

Alongside  giants  like  Intel,  Mq1 
ola  and  the  Swedish  telecommur 
tions  supplier  L.M.  Ericsson,  Sc 
plants  such  seedlings  as  Mac  Den 
Inc.,  a  maker  of  cleaning  and  c 
ing  chemicals  (market  capita 
tion,  $97  million);  Stepan 
which  produces  chemicals  use 
detergents   (market  cap,  $ 
million);  Burr-Brown  Corp 
maker  of  signal  processing  c 
($96  million);  and  Evans  &  Si 
erland  Computer  Corp.,  w 
makes     interactive  comp 
graphics  systems  ($104  millio 
"I  love  to  get  into  compa 
when  I  can  only  buy  their  sh 
100  at  a  time — and  to  sel 
the  market  will  finally  take  uf 
my  shares  in  a  block,"  says  Sch 
He  also  likes  firms  in  out 
favor  industries  that  spend  hen 
on  research  and  developm 
Cordis  Corp.,  Heart  Techno 
and  Medtronic  are  three  ma 
of  equipment  for  cardiac  sur; 
that  qualify. 
"Airlines  are  still  a  basic  grol 
area,"  he  says.  "The  well-mana 
companies  will  out."  He  fancies  A 
Delta  and  Southwest.  "And  rein1 
ance  stocks,"  says  Schow,  "have 
ten  knocked  down  partly  beca 
they're  in  the  [stock  futures]  ind< 
and  partly  because  of  the  trouble 
Lloyd's  of  London."  But  he  says 
mand  is  strong,  and  higher  intei 
rates  will  let  them  reinvest  their 
flow  at  better  returns.  He  likes  Get 
al  Re  and  American  Internatk 
Group.  -J.Z. 
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Saving  for  the  future  shouldn't  be 
a  game  of  hide  and  seek. 

Define  J  A  sset  Funds   are  unit  investment  trusts  that  have  heen  a  part  of  smart  financial  plans 
for  over  twenty  years.  Because  unlike  some  other  investments,  you  know  what  you  re  investing  in  hefore 
you  huy.  And  these  professionally  selected  portfolios  of  stocks  and  honds  are  supervised  rather  than 
managed,  so  theres  no  management  fee.  To  find  out  more,  talk  to  one  of  the  financial  professionals  below. 
For  a  free  copy  of  Investing  with  Defined  Asset  Funds,   call  1-800-562-2926,  ext.  579. 


The  Defined  Asset  Fund  Sponsors 

 Merrill  Lynch  

Smith  Barney  •  Paine  Webber  •  Prudential  Securities  •  Dean  Witter 

A  free  prospectus  containing  more  complete  information  on  any  Defined  Asset  Fund  including  all  charges  and  expenses,  is  available. 

Read  the  prospectus  carefully  before  investing. 


THE  FUNDS 


If  you  want  to  invest  abroad  but  prefer  small  stocks, 
Babson-Stewart  Ivory  International  may  be  your  dish. 

Growth, 
Scottish  style 


By  Mary  Beth  Grover 

John  Wright,  who  runs  Babson- 
Stewart  Ivory  International  Fund, 
thinks  small.  Look  in  most  foreign 
funds'  portfolios  and  you'll  find  such 
big  fish  as  Bayer,  Royal  Dutch  Petro- 
leum, Nestle,  Sony  Corp.  But 
Wright's  fund  is  stocked  with  such 
exotica  as  Trans- Island  Bus  Services 
of  Singapore  and  Atag,  a  Dutch  maker 
of  kitchen  appliances.  With  a  median 
market  value  of  $2  billion,  the  stocks 
in  his  fund  are  just  over  one -third  the 
size  of  those  in  the  average  foreign 
fund  tracked  by  Chicago- based  fund 
rater  Morningstar,  Inc. 

Wright's  reasoning:  Even  more  so 
than  in  the  U.S.,  foreign  small  stocks 
are  underresearched  and,  thus,  often 
undervalued.  What's  more,  in  market 
downturns,  overseas  investors  sell 
their  most  liquid  stocks  first,  so  small- 
er companies  like  Wright's  often  take 
less  of  a  beating. 

Wright  seems  right.  Over  the  past 
five  years  his  fund  beat  its  peers  by  1 .3 
percentage  points  annually,  for  a  10% 
compound  annual  return — but  with 
25%  less  volatility.  That's  5.8  annual 
percentage  points  ahead  of  the  Mor- 
gan Stanley  Capital  International  in- 
dex of  European,  Australian  and  Far 
Eastern  stocks. 

A  director  at  Stewart  Ivory  &  Co.  of 
Edinburgh,  Scotland,  Wright  runs 
the  tiny  $50  million  fund  for  Kansas 
City- based  Jones  &  Babson.  Stewart 
Ivory,  one  of  the  world's  most  experi- 
enced investment  houses,  got  its  start 
in  1873  when  it  began  running  the 
Scottish  American  Investment  Co., 
the  third-oldest  closed-end  fund  in 
existence  today. 

Like  his  firm's  pioneering  manag- 
ers, who  bought  railroad  and  land 
stocks  in  the  booming  American 


Babson-Stewart  Ivory's  John  Wright 
Small  stocks,  fast  growth,  low  prices. 


West,  Wright,  50,  likes  growth  stocks. 
His  fund  trades  at  31  times  earnings, 
versus  29  at  the  average  foreign  fund. 
But  Wright  still  honors  the  parsimo- 
nious Scots  heritage.  "You  can't  real- 
ly compare  foreign  markets  on  a  price- 
to-earnings  basis,"  he  explains. 
"There  are  too  many  accounting 
differences." 

His  stocks,  then,  may  be  cheaper 
than  they  look.  Take  his  biggest  hold- 
ing, Kato  Denki,  an  electronics  retail- 
er based  near  Tokyo  (market  value, 
$390  million).  It  trades  for  40  times 
his  estimate  of  1994  earnings;  Wright 
expects  earnings  to  grow  about  30% 
next  year.  In  fact,  he  owns  several 
Japanese  retailers  trading  at  more 
than  40  times  earnings.  But,  he  says, 
their  accounting  is  cautious:  "As  they 
open  stores  each  year,  they  expense 
the  charges,  rather  than  depreciate 
them  over  time  as  American  compa- 
nies do." 

Wright  reckons  that  if  such  outfits 


chose  to  capitalize  store  building: 
fixtures  rather  than  expense  tl 
their  earnings  would  be  roughly 
higher;  that  would  cut  Kato  De 
price/earnings  ratio  to  32,  close 
growth  rate. 

Two  other  Japanese  retailing  fa 
ites:  auto  repair  chain  Autobacs  S 
and  Xebio,  a  men's  clothing  sto 
northern  Japan.  The  gross  margi( 
Xebio  are  44%  higher  than  at  M| 
koshi,  one  of  Japan's  leading  dci 
ment  stores;  one  way  such  oil 
keep  costs  low  is  by  operating  \ 
from  expensive  cities. 

But  lately  Wright  hasn't  been 
ing  much  buying  in  Japan,  w 
small  stocks  are  up  40%  this  ) 
Instead  he's  been  foraging  6j 
miles  west,  in  Italy,  where  he  fq 
Natuzzi,  a  leather  couch  maker  ( 
ket  value,  $900  million;  the  sh 
trade  on  the  New  York  Stock 
change).  After  11  years  of  marke 
here,  Natuzzi  has  20%  of  Amer 
$1.4  billion  leather  furniture  mat 
Wright  expects  earnings  to  be  up  2 
yet  the  stock  trades  at  just  1 8  time 
estimate  of  earnings. 

In  Sweden,  Wright  likes  1 
which  makes  hoists  to  lift  hos 
patients  (market  value,  $400  milli< 
Noting  that  an  English  nurse  coll 
ed  $300,000  in  damages  from  a 
pital  after  injuring  her  back  liftir 
patient,  Wright  expects  earnings 
rise  44%  this  year,  yet  Arjo  trades  a 
times  earnings. 

In  expensive  Hong  Kong,  Wr: 
thinks  Johnson  Electric,  the  woil 
second-largest  manufacturer  of 
cromotors,  is  a  good  buy.  MicroC 
tors,  which  power  everything  ft 
tape  players  to  car  windows,  are  n 
booming,  and  Johnson  (market 
ue,  $1  billion)  trades  at  20  ti 
earnings.  Wright  expects  profits 
shoot  up  25%  annually  over  the 
few  years. 

Another  bargain?  Wilson  &  F 
ton,  New  Zealand's  top  newspa 
publisher.  Wright  thinks  earnings 
grow  20%  annually  for  the  next 
years,  yet  the  stock  trades  at  16  tin 
this  year's  estimated  earnings. 

Babson-Stewart  Ivory's  annual 
penses  are  1 .3%  of  assets,  a  fourth 
than  expenses  at  the  average  fore 
stock  fund.  Portfolio  turnover  is  a 
49%  a  year.  This  no-load  fund 
Forbes  Best  Buy  (Aug.  29). 
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HE  PERFECT  COMPANION  FOR  1995 


NCE  YOU  DEPEND  ON  A  DIARY  EVERY 
|r  OF  THE  YEAR,  PICK  THE  ONE 
HAT'5  PERFECT  FOR  YOU 

ight, 
ractive, 
orful,  always 
□d  for  a  smile. . . 


cognizes  what's 
portant  to  you: 
eek  at  a  glance, 
tee-month  calendar 
each  spread, 
ibbon  marker, 
-flat  binding, 
s  of  space  to  write. . 


hows  all  the  right  places  to  go 
d  how  to  reach  them — restaurants, 
seums,  clubs,  galleries,  theatres. 


•  7  '/.>" x  10" pages 
•  Handsome  midnight-blue  covers 
Gold-stamped  personalization  available 
•  Select  hotel  &  restaurant  listing  for  20  cities  worldwide 
Manhattan  &  environs  maps  •  Area  code  map  of  the  US 
•  International  dialing  codes 


THE  1995 
NEW  YORKER 
DE5K  DIARY 


J  TO**  CHEAPO  _ 


Send  order  to:  The  New  Yorker,  Box  10214,  Dept.  236299-023,  Des  Moines,  IA  50336 

^  s    'f>  PLEA5E  5END  ME  THE  1995  NEW  YORKER  DE5K  DIARY 

 copies  at  $24. 95   imprinted  copies  $27. 45 

Foreadcopv,  add  $3.25  for  shipping  &  handling  within  He  U.S.,  $6. 50 for Canada.  Offer  only  available  to  I'.S.    Canada.  Residents  of 
CA,  CO,  GA.  I  A,  IL,  KYMA.  MI.  XI.  AT,  OH  add  app/iraide  sales  /ax,  Canada  7%  GST.  Please  allow  up  to  4  weeks  for  delivery. 
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Warning  signs:  A  dazzling  performance  record, 
a  celebrity  manager  and  an  overnight  explosion 
in  fund  assets. 

How  aire  the 
mighty  fallen 


By  Richard  Phalon 

"The  touch  is  not  lost,"  says  Heiko 
Thieme,  manager  of  the  American 
Heritage  Fund.  "It's  a  question  of 
timing."  Thieme's  first  statement 
may  be  debatable,  but  not  the  second. 
At  the  end  of  1993  Thieme's  hind  had 
delivered  an  astronomical  49%  com- 
pounded annually  over  the  previous 
three  years.  So  far  this  year,  American 
Heritage  has  fallen  by  29.4%. 

We  report  this,  not  to  salt  Thieme's 
wounds,  but  to  make  a  point.  Since  a 
good  deal  of  money  management  is 
luck,  the  fellow  with  the  hottest  hand 
is  unlikely  to  stay  on  top  for  long. 
What  works  in  the  market  in  June  may 
be  a  bust  in  July.  Big  risks  can  bring 
big  gains — but  they  can  bite  you. 

Fund  investors  have  ignored  this 
lesson  for  decades.  Frederic  Mates' 
Mates  Investment  Fund  got  into  the 
record  books  in  1968  with  a  whacking 
return  of  72%,  largely  from  trading 
restricted  "letter  stock."  In  the  space 
of  a  year,  assets  shot  from  $1.4  million 
to  $15.8  million.  The  hind  then  fell 
off  the  cliff,  losing  23%  bv  the  end  of 
1969.  A  1969  investment  of  $10,000 
in  Mates'  fund  (since  1974  called  the 
Rainbow  Fund )  would  now  be  worth 
all  of  $10, 167. 

Mates'  shenanigans  with  overval- 
ued letter  stock  probably  wouldn't 
work  today,  but  hot  hinds  still  have 
special  hazards.  One  hazard  is  that 
they  attract  lots  of  money.  At  the  end 
of  1990  Thieme's  fund  had  only  $1 
million  in  assets;  even  at  the  end  of 
1992  it  had  only  $25  million.  It's  a  lot 
easier  to  hit  home  runs  in  a  sandlot. 
But  American  Heritage  swelled  to 
$150  million  by  year-end  1993,  as 
new  investors  swarmed  into  the  fund. 
So  far  this  year,  $44  million  has  been 
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vaporized.  Thieme  has  probably  lost 
more  money  for  his  investors  so  far  in 
1994  than  he  made  for  them  over  the 
previous  four  years. 

One  fund  has  even  been  through 
this  kind  of  wild  boom-and-bust  cycle 
several  times:  Keystone  America 
Hartwell  Emerging  Growth.  This 
specialist  in  hot  little  companies  took 


small  stocks.  If  everyone  is  hu 
money  at  him,  stocks  have  prol! 
become  expensive,  yet  he  has 
choice  but  to  buy  more.  And  i 
hind  has  grown  tenfold,  he  cai 
longer  get  much  of  a  bang  out  of  i 
little  stocks;  he  must  spread  his 
much  further. 

Consider  the  Berger  100  F 
which  has  been  white-hot  for  the 
several  years.  Assets  have  explc 
from  $5  million  at  the  end  of  195 
$2.2  billion.  In  early  1991  Berj 
largest  position  was  slightly  unde 
million   in   Wal-Mart.  Today 
fund's  top  position  is  $39  milUd 
Oracle  Systems.  And  Berger  10C 
at  least  $23  million  apiece  in 
smaller  stocks  as  Idexx  Laborato 
Peoplesoft  and  Physician  Corp 
America.   "We  have  no  prol 
whatsoever  with  liquidity,"  contc 
portfolio  manager  Rodney  Linafe 
noting  that  the  average  market  v 
of  Berger's  stocks  is  $4.2  billion, 
it's  a  lot  easier  to  dump  Wal-> 


Shooting  stars 


Fund 

Assets 

Annualized 

Assets 

Annualized 

12/31/88 

total  return 

12/31/93 

total  return 

($mil) 

12/31/88- 

($mil) 

12/31/93- 

12/31/93 

9/30/94 

American  Heritage 

$1 

17.3% 

$150 

-29.4% 

Berger  100 

10 

28.3 

1,649 

-5.1 

CGM  Mutual 

293 

17.5 

947 

-6.5 

PBHG  Growth 

24 

27.3 

121 

-0.5 

Thomson  Opportunity  A 

46 

28.9* 

615 

-5.3 

Vista  Growth  &  Income  A 

1 

26.6 

1,032 

-1.1 

Standard  &  Poor's  500 

14.6 

-0.8 

Nasdaq  Composite 

15.3 

-1.6 

•Reflects  results  of  B  shares. 

Sources:  Forbes;  Lipper  Analytical  Services;  Morningstar,  Inc. 


Performance 
is  nice, 
consistency 
is  better. 


in  $60  million  in  assets  in  1968,  then 
lost  37%  of  its  value  and  nearly  two- 
thirds  of  its  assets  over  the  next  two 
years.  The  fund  stagnated  after  the 
1973-74  crash.  Gunslinger  John 
Hartwell  was  down  to  $5  million  in 
assets  by  1978.  Tiny  again,  it  took  off 
again,  returning  200%  the  next  two 
years.  Then,  in  the  1980s,  new  cash 
vvhipsawed  in  and  out  of  the  fund — 
pouring  in  after  performance  peaks, 
running  out  after  troughs. 

Such  backward  buying  by  the  pub- 
lic makes  it  harder  for  a  hot  fund 
manager  to  stay  hot,  especially  in 


than  Peoplesoft. 

Combine  hot  performance,  a 
of  personality  and  sudden  elephan 
sis  of  net  assets,  and  funds  like  thos 
the  table  are  at  risk  of  a  serious  spi 
the  next  bear  market.  Don't  buy  t 
unless  you  are  extremely  bullish. 

Correction 

A  table  of  weak  funds  in  the  Ann 
Funds  Survey  {Aug.  29)  erroneoi 
included  Pioneer  America  Inco 
Trust.  The  fund's  five-year  aver;  1 
annual  return  was  understatec 
0.9%.  The  correct  number  is  7.3% 
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At  Schwab,  You  Get  The 
No-Load  Mutual  Funds  You  Want, 
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Neuberger  &  Bennan 
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Charles  Schwab 


Mutual  Funds 
Performance 

Guide 


And  The  Convenience  Of 
A  Single  Statement. 


Schwabs  Mutual  Fund  OneSource™  service 
just  may  be  the  best  thing  that's  ever  happened 
for  mutual  fund  investors.  Now,  with  just  one 
phone  call,  you  can  choose  from  over  250  well- 
known  mutual  funds  and  pay  no  loads  and  no 
transaction  fees. 

What's  more,  no  matter  how  many  funds  you 
own,  you  can  hold  them  all  in  one  account  and 
receive  one  easy-to-understand  statement. 

And,  to  help  you  select,  compare  and  track 
your  investments,  Schwab  offers  objective  infor- 


mation like  the  Mutual  Funds  Performance 
Guide®  Mutual  Fund  Select  List™  and 
Morningstar  Reports. 

Now  that  you  know  about  our  Mutual  Fund 
OneSource  service,  there's  no  reason  to  go  any- 
where else  but  Schwab.  For  more  information, 
stop  by  one  of  our  200  local  offices  or  call  us 

today  at  1-800-2  NO-LOAD  ext.  95A. 

Charles  Schwab 

Helping  Investors  Help  Themselves® 


e  will  provide  you  with  a  free  prospectus  containing  more  complete  information  including  charges  and  expenses  for  any  fund  available  through  Schwab.  Please 
view  the  prospectus  carefully  before  investing.  Some  funds  from  Berger  and  Kaufmann  are  also  available  without  transaction  fees,  but  are  not  no-load  funds, 
utual  funds  have  management  fees.  Schwab  reserves  the  right  to  change  the  funds  available  with  no  transaction  fees  (NTF)  and  reinstate  the  fees  on  any 
nds.  NTF  shares  purchased  may  always  be  sold  without  transaction  fees.  However,  if  you  paid  a  fee  to  purchase  a  fund,  you  will  be  charged  Schwab's 
)rmal  transaction  fee  to  sell  it  as  well.  If  you  make  5  or  more  short-term  redemptions  of  NTF  funds  (shares  held  6  months  or  less)  in  a  calendar  year, 
>u  will  be  charged  fees  on  all  of  your  future  mutual  fund  trades.  ©1994  Charles  Schwab  &r  Co,  Inc.  Member  SIPC/NYSE. 
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We  provide  full  financing  and.  buyer  protection.  If  you've  ever  dreamed  of  owning  your  own  piei 
the  Rockies,  now  is  the  time  to  act.  This  property  can  provide  you  with  a  perfect  base  for  vaca 
cross-country  skiing,  hunting,  camping  and  a  host  of  other  outdoor  sports  and  family  fun.  For 
information  without  obligation, 
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Call  1-800-FORBES-5.  Outside  the  U.S.  (719)  379-3263. 
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MONEY  &  INVESTMENTS 
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iral  agency  issues  offer  a  modest  yield  premium 
Treasurys— unless  a  rapacious  bond  salesman 
:ches  it  away.  Be  watchful. 

ilmost  Treasurys 


sberman  is  a  columnist  for 
;  magazine. 

rch:  Stephen  S.  Johnson. 


can  GET  7.65%  on  a  U.S.  Trea- 
note  due  in  ten  years.  You  can  get 
ler  quarter  of  a  point  on  some- 
r  that  is  almost,  but  not  quite, 
sury  paper.  I'm  talking  about 
ral  agency  debt  issues.  Recently  a 
/ear  noncallable  7.4%  note  from 
federal  National  Mortgage  Asso- 
)n  (Fannie  Mae)  was  trading  at 
;  to  yield  7.9%  to  maturity, 
impting?   Agency   paper  finds 
ty  of  buyers.  Annual  issuance  this 
may  exceed  $140  billion.  Brokers 
to  sell  agency  debt.  Depending 
low  naive  the  buyer  at  the  other 
of  the  phone  line  is,  the  salesman 
talk  about  enhanced  yield  while 
meting  an  enhanced  markup. 
Iiat  is  rarely  explained  to  the  retail 
omer  is  that  the  sales  compensa- 
earned  by  the  broker  on  federal 
icy    securities    is  considerably 
ter  than  on  Treasurys.  Also  not 
ained:   The   agency  paper,  al- 
ign rated  triple -A,  is  a  smidgen 
er  than  U.S.  Treasury  paper.  If 
nie  Mae  gets  into  financial  trou- 
Congress  is  not  obligated  to  bail 
it.  Congress  bailed  out  the  savings 
loan  industry,  indirectly  protect- 
the  Federal  Home  Loan  Banks, 
in  the  late  1980s  it  helped  out  the 
ti  Credit  System  to  stave  off  the 
ctsoffarm  bankruptcies.  Holders 
>aper  issued  by  Fannie  Mae  and 


Freddie  Mac,  both  of  which  have 
publicly  traded  common  stock,  can 
not  be  confident  that  Congress  would 
come  to  their  aid  in  a  crisis. 

There  are  three  more  drawbacks  to 
agency  issues.  One:  Unlike  Treasurys, 
they  are  often  subject  to  state  income 
tax.  Depending  on  your  circum- 
stances, that  can  easily  erase  the  entire 
yield  advantage  over  Treasurys. 

Two:  Liquidity  isn't  as  good 
among  the  thousands  of  smaller  agen- 
cy offerings  as  it  is  on  Treasury's.  So 
you  could  take  a  nasty  haircut  if  you 
had  to  sell  before  maturity 

Three:  While  only  a  small  fraction 
of  Treasury  bonds  are  callable  before 
maturity,  a  great  many  agency  bonds 
are  callable. 

All  that  said,  agency  paper  makes 
sense  for  the  right  buyei  You  are  the 
right  sort  of  buyer  if: 

■  You  aren't  paying  state  tax  on  the 
interest.  Perhaps  you  live  in  Texas  or 
you  are  investing  for  your  IRA. 

■  You  can  stomach  the  incremental 
credit  risk. 

■  You  are  darn  sure  you  won't  have  to 
sell  before  maturity. 

■  You  know  what  markup  you  are 
paying,  and  it  is  reasonable.  A  reason- 
able markup — which  should  be  a 
function  of  maturity — on  a  $50,000 
order  for  a  ten-year  bond  is  about  1  %. 

Calculate  the  markup  by  finding 
the  average  of  the  institutional  bid 
and  ask  at  the  moment  your  order  is 
filled  and  compare  that  with  your  net 
price,  including  commission  or  order 
processing  fee. 

■  You  are  either  buying  a  noncallable 
bond  or  you  have  a  clear  notion  of 
how  much  additional  yield  you 
should  get  for  putting  up  with  a  call 
feature.  You  might  be  surprised  to 
hear,  for  example,  that  a  call  feature 
can  be  damaging  even  on  a  bond 
trading  at  a  discount  to  par.  It  this 
perplexes  you,  don't  buy  callable 
agency  paper 


All  these  complexities  create  plenty 
of  room  for  brokers  to  fool  around 
with  bid  and  ask  prices,  setting  them 
loo  high  tor  a  potential  buyer  and  too 
low  foi  someone  who  wants  to  sell.  It 
helps  to  have  a  quote  terminal  (like  a 
Bloomberg)  in  front  of  you  when  you 
place  an  order 

For  a  bond  due  in  ten  years,  a  1% 
one-way  transaction  cost  translates 
into  a  yield  sacrifice  of  maybe  15  basis 
points  (hundredths  of  a  percentage- 
point),  which  is  not  too  bad.  Naive 
retail  buyers  probably  pay  a  lot  more 
than  this,  although  they  may  never 
know.  Brokers  hate  the  idea  of  dis- 
closing markups. 

Be  careful  to  distinguish  agency 
bonds,  which  are  what  I  am  talking 
about,  from  passthrough  mortgage 
pools  issued  by  the  same  agencies. 
Fannie  Mae,  for  example,  has  a  non- 
callable  bond  due  in  2019  with  a 
coupon  of  8.1%.  This  bond  was  re- 
cently trading  at  97%  to  yield  8.3%  to 
maturity.  Fannie  Mae  has  also  issued 
mortgage  pools  with  an  8%  coupon 
and  reaching  final  maturity  in  2024. 

Bonds  pay  interest  semiannually 
and  return  all  their  principal  in  a  lump 
sum — at  maturity,  orsoonei  if  called 
Mortgage  passthroughs  pay  interest 
monthly.  They  also  throw  back  prin- 
cipal every  month,  in  unpredictable 
amounts. 

Pay  attention  to  whether  interest 
on  an  agency  issue  is  subject  to  state 
income  tax,  even  if  you  won't  owe  the 
tax,  because  taxability  affects  what  the 
bond  is  worth.  Agencies  subject  to 
state  income  tax  include  Fannie  Mae 
and  the  Federal  Home  Loan  Mort- 
gage Corp.  (Freddie  Mac).  The  Farm 
Credit  System  and  the  Student  Loan 
Marketing  Association  (Sallie  Mae), 
among  others,  issue  paper  that  is  ex- 
empt from  state  tax. 

The  best  way  to  buy  an  agency 
bond  is  to  wait  for  a  new  issue  aimed 
at  institutional  investors.  It  you  buy 
on  the  issue  date,  you  pay  the  same 
price  as  the  institutions.  Your  broker 
should  be  able  to  tell  you  about  up 
coming  issues.  The  Wall  Street  Jour- 
nal lists  the  previous  day's  offerings. 
Buy  a  day  late  and  you  aren  t  guaran- 
teed equal  treatment  with  the  big 
guys,  but  if  your  brokerage  was  in  on 
the  underwriting  it  may  have  some 
inventory  on  hand  and  should  sell  at  a 
good  price.  BHI 
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Though  long  dead,  Roger  Babson  is  my  favorite 
forecaster.  He  taught  us  that  a  piece  of  news  can  be 
bullish  or  bearish  according  to  circumstances. 

The  Babson 


four-step 


Kenneth  L.  Fisher  is  a  Woodside,  Calif.-based 
money  manager.  His  third  book  is 
100  Minds  that  Made  the  Market. 


Sadly,  the  National  Bureau  of  Eco- 
nomic Research  buried  some  of  the 
best  forecasting  logic  ever.  Since 
1921  basically  all  nber  research  has 
been  aimed  at  issues  and  indicators  of 
a  rising  versus  a  falling  economy. 
Everyone  else  has  forever  followed 
the  nber's  lead.  Wrong  turn. 

You  can  fathom  economics  and 
markets  far  better  if,  instead  of  think- 
ing rising  and  falling,  you  think  of 
four  phases.  As  the  century  dawned, 
Roger  W.  Babson,  my  alltime  favorite 
forecaster,  devised  his  four-phase  sys- 
tem, which  the  nber  later  obliterated. 
His  was  a  more  sophisticated  concept 
and  a  better  one. 

To  sum  it  up  quickly,  the  Babson 
method  says:  A  given  economic  indi- 
cator can  be  viewed  in  four  different 
ways,  depending  upon  whether  it  oc- 
curs in  a  period  of  1 )  overexpansion; 
2 )  decline  following  a  period  of  over- 
expansion;  3)  steep  recession;  or 
4)  improvement  following  a  recession. 

Phenomena  mean  various  things  at 
various  times.  Something  bullish 
right  after  a  recession — like  rising 
prices — can  be  bearish  in  an  overex- 
pansion. Sometimes  expanding  busi- 
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ness  makes  interest  rates  rise — some- 
times not.  And  sometimes  rising  in- 
terest rates  kill  bull  markets,  and 
sometimes  not. 

For  example,  after  the  economy 
bottomed  in  1991  came  a  surge  in 
initial  public  offerings.  Many  folks 
saw  that  as  excess  speculation,  leading 
to  a  bear  market.  But  no,  as  Babson 
wrote,  after  a  recession,  before  we 
reach  overexpansion,  there  should  be 
a  big  boost  in  IPOs;  if  not,  he  knew  the 
expansion  would  peter  out.  I  think  we 
are  currently  in  a  Babson  Phase  4 
— improvement  following  a  reces- 
sion— have  been  for  three  years. 

It  is  the  period  of  overexpansion — 
Phase  1 — that  starts  the  danger  for 
stocks.  And  we  won't  see  it  until  we 
see  rising  inflation,  as  opposed  to 
anticipatory  fear  of  it;  this  plus  indus- 
try operating  close  to  full  capacity  and 
starting  to  add  new  plant.  Not  yet. 

Babson  looked  like  Colonel  Sand- 
ers of  Kentucky  Fried  Chicken  fame 
and  was  more  than  a  bit  eccentric. 
Doctors  prescribed  fresh  air,  as  Bab- 
son had  suffered  from  tuberculosis 
since  his  youth,  so  he  made  Ms  em- 
ployees work  during  Boston  winters 
with  the  windows  open,  bundled  in 
overcoats  and  mittens. 

Including  periodicals,  his  name 
spans  three  full  drawers  in  the  Library 
of  Congress  card  catalog.  His  best 
stuff"?  The  many  books  he  wrote  with 
the  words  "business  barometers1''  in 
the  titles.  If  you  find  one,  read  it. 
While  not  a  witty  writer,  he  thought 
well — until  he  got  old  and  cranky.  His 
original  firm  became  the  core  for  what 
is  now  Standard  &  Poor's. 

It  would  take  too  long  here  to  detail 
all  the  ways  markets  look  different  by 
Babson's  approach.  And  I  would  never 


sound-bite  him.  But  you  are  ahea 
knowing  the  economy  moves  in 
phases,  not  just  up  and  down. 

My  reading  of  Babson  is  that 
we  reach  signs  of  overexpan 
stocks  are  fairly  safe.  I  would 
right  now  on  ones  that  reacted  p 
in  this  year's  weakness,  like: 

Pinkerton's  ( 1 7,  o-t-c)  has  falk 
half  since  1992.  For  a  firm  in  sec 
services,  it  has  rendered  lots  of  in: 
rity  on  Wall  Street  of  late.  But  I  e> 
the  future  to  be  brighter.  At  1 .2  t 
book  value,  17%  of  annual  rev 
and  about  10  times  my  expected 
age  earnings  over  the  next  two  y 
it  is  much  too  cheap. 

Ditto  for  Savannah  Foods 
down  about  25%  in  the  latest 
months  and  halved  since  1990.  V\l 
producing  a  commodity,  as  the 
(sugar),  you  need  leading  m£( 
share  and/or  low  costs.  Savanna 
both.  In  the  very  long  term  it 
earned  about  3%  average  net  afte 
profit  margins,  and  will  again.  Se 
at  30%  of  annual  revenue  mean; 
margins  will  translate  into  10  ti 
earnings,  which  makes  the  cuii 
high  P/E  of  75  a  head  fake.  A  g| 
stock  if  you  worry  about  inflation 

Southern  California  grocers 
suffered,  and  so  has  Vons  ( 18 ),  but 
industry  recently  has  seen  conso 
tion.  To  me  that  spells  better  p 
pects  and  margins  ahead.  I  thine 
long  wait  as  Vons  fell  from  its  1 
peak  of  34  is  about  over,  and  at  16 
revenue  and  1 .4  times  book  valut 
should  do  well.  Expect  25. 

Wyle  Laboratories  (18)  is  sim 
superb  firm  that  never  has  receivec 
due.  Not  only  is  it  one  of  the  very 
electronics  distributors,  but  its 
executive,  Charles  Clough,  is  a  sup 
and  seasoned  manager.  Expect  ris 
revenue  and  much  better  profits  in 
next  few  years.  Starting  from  35 
revenue  and  1.3  times  book  value 
should  hit  30  in  1996. 

Baldwin  Technology  (6)  makes  g 
to  boost  the  efficiency  of  print 
presses.  To  my  mind,  this  line  sho 
logically,  like  most  capital  goods 
the  economic  cycle  and  improv 
years.  With  extra  emphasis  on 
control,  you  should  get  rising  sa 
and  profit  margins.  At  50%  of  ann 
revenue  and  smack  at  book  va 
Baldwin  should  double  before 
bull  market  finallv  ends. 
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Virtue  May  Be  Its  Own  Reward, 
But  Recognition  Is  Nice,  Too. 

A  Call  for  Entries  for  the 
1  995  American  Business  Ethics  Awards 


he  American  Business  Ethics  Awards  (ABEA)  honor  companies  that  exemplify  high 
standards  of  ethical  behavior  in  all  their  everyday  business  dealings, 
as  well  as  in  response  to  specific  crises  and  challenges. 


If  you  work  for  such  a  company  —  or  if  you  know  of  one  —  we  urge  you  to 

nominate  it  for  a  1 995  ABEA. 

Bestowed  by  the  American  Society  of  Chartered  Life  Underwriters  (CLU)  &  Chartered 
Financial  Consultants  (ChFC)  in  association  with  FORBES  Magazine,  the  Awards  will 
be  judged  by  an  expert  panel  of  ethicists  from  business,  acadernia  and  publishing. 
The  recipients  -  to  be  honored  at  a  gala  reception  during  Ethics  Awareness  Month 
next  March  -  will  join  last  year's  prestigious  roster  of  honorees:  Texas  Instruments, 
Levi  Strauss,  Hanna  Andersson  and  Merck  &  Company. 

Nominations  are  open  to  all,  regardless  of  company  size,  but  they  must  be  received 
by  October  31,1 994.  We  urge  you  to  take  a  moment  now  to  inform  us  of  a  company 
that  you  feel  deserves  recognition  for  its  commitment  to  fairness,  high  quality 

and  ethical  practices. 

After  all,  virtue  shouldn't  have  to  be  its  only  reward. 


MINEE 


C^NFO 


RMATION 


npany 


iiness  Address 


ntact  Person 
^phone  


Fax_ 


Affiliation:  Describe  your  relationship  with  the  company, 
e.g.,  employee,  customer,  vendor,  or  shareholder. 


Nominator  Information: 

Name  

Title  


mef  Description  of  business 
:tivity  (lO  words  or  less) 


Company 
Address  _ 


VTEGORY   (CIRCLE  LETTER): 

Public  Company    b.  Private  Company 
Small  Business  ( 1 00  employees  or  fewer) 

:  a  so  n  for  Nomination:  Using  a  single  sheet  of 
per,  describe  why  the  company  should  be  considered  for  an 
lerican  Business  Ethics  Award. 


Telephone  Fax  

nomination  Deadline:  October  31,  1994 

Send  nomination  forms  to: 

1 995  American  Business  Ethics  Awards 
American  Society  of  CLU  &  ChFC 
PO  Box  3333  ■  Princeton,  NJ  08540 
Telephone:  609.895.0200  «  Fax:  609.895.0875 
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MONEY  &  INVESTMENTS 


The  best-performing  investment  letters  have  been 
bearish  for  some  time  and  are  getting  more  so. 

Stubborn  bears 


BY  MARK  HULBERT 


Mark  Hulbert  is  editor  of  the  Alexandria,  Va.- 
based  Hulbert  Financial  Digest,  which  monitors 
the  performance  of  investment  advisory  letters. 
His  newest  book  is  The  Hulbert  Guide  to  Financial 
Newsletters  (Dearborn  Financial  Publishing). 


When  I  last  reviewed  the  stock  fore- 
casts of  the  best-performing  market 
letters  (Mar.  28),  they  were  bearish. 
Since  then  the  market  has  rallied 
about  10%,  bringing  the  Dow  indus- 
trials to  within  24  points  of  its  alltime 
high.  Have  the  bears  recanted? 

Not  at  all.  On  balance,  they  are 
even  more  bearish  now  than  they 
were  then.  They  concede  that  the  rally 
has  been  impressive,  but  detect  nu- 
merous signs  of  subsurface  weakness. 

This  is  particularly  true  for  the 
Chartist,  edited  by  Dan  Sullivan. 
This  letter  is  in  second  place  among 
all  the  letters  tracked  by  the  Hulbert 
Financial  Digest  for  the  last  14 
years.  Sullivan  says  he  can  find  none 
of  the  technical  signs  that  would 
indicate  that  the  market's  April  to 
September  move  was  "anything  but 
a  bear  market  rally." 

One  of  the  things  that  makes  Sulli- 
van nervous  is  the  advance/decline 
ratio.  This  is  the  ratio  of  the  ten -day 
moving  average  of  advancing  issues  to 
the  ten-day  moving  average  of  declin- 
ing issues.  Sullivan  has  discovered  that 
this  ratio  rises  to  at  least  1 .6  during  the 
beginning  stages  of  bull  markets  as 
advances  increasingly  outnumber  de- 
clines. In  fact,  it  often  rises  to  2.0  or 
higher.  Yet  the  best  the  market  could 
muster  in  the  recent  rally  was  a  reading 


of  1.25.  Sullivan  concludes:  "This  in- 
dicates that  the  thrust  behind  the  mar- 
ket was  not  great  enough  to  sustain 
any  kind  of  long-term  momentum." 

Equally  concerned  about  the  mar- 
ket is  Martin  Zweig,  whose  Zweig 
Forecast  is  in  third  place  among  all 
letters  tracked  by  the  hfd  over  the 
same  period.  Zweig  is  as  bearish  today 
as  I  have  seen  him  since  immediately 
prior  to  the  1987  crash. 

Zweig  cites  the  standard  worries 
about  the  market's  extreme  funda- 
mental overvaluation,  but  he  also  has 
a  worry  of  his  own.  It's  about  what  he 
thinks  are  speculative  excesses  in  the 
mutual  funds  industry.  Zweig  isn't 
just  worried  about  the  growth  in  the 
number  of  mutual  funds.  What  partic- 
ularly concerns  him  is  the  explosive 
growth  in  the  ratio  of  mutual  fund 
assets  to  total  household  assets — from 
about  2%  to  17%  over  the  last  decade. 

"Even  in  the  mutual  hind  boom 
and  speculative  craze  of  the  1960s," 
Zweig  points  out,  "the  ratio  only  got 
up  to  about  3.5%."  He  concludes  by 
saying,  "If  that  doesn't  represent  a 
'bubble'  then  I'll  just  have  to  trade 
Tulip  Futures." 

Another  source  of  Zweig's  worries: 
mergers  and  acquisitions.  In  the  past, 
he  points  out,  such  growth  always  has 
presaged  a  major  correction.  Today, 
the  number  of  mergers  and  acquisi- 
tions over  the  trailing  12 -month  peri- 
od is  74%  higher  than  the  level  hit 
prior  to  the  1987  crash. 

To  be  sure,  Zweig  isn't  predicting 
that  a  bear  market  will  begin  immedi- 
ately. "There  is  no  telling  just  how  far 
a  bubble  can  expand."  But  that  there 
will  be  one  Zweig  has  little  doubt.  He 
advises  investors  to  "prepare  for  the 
inevitable  bust." 

What  Zweig  has  done  to  prepare  his 
letter's  model  portfolio  for  this  bust: 
He  has  reduced  its  net  exposure  to 
equities  to  just  31%.  In  addition,  he 
has  allocated  1%  of  the  portfolio  to  an 
OEX  index  put  option — which  will  rise 


if  and  when  the  market  drops 

Veteran  Zweig  followers  wi 
mediately  recognize  how  unusu 
for  him  to  express  such  an  unfy 
opinion.  Zweig  typically  qualifj 
forecasts  like  the  college  profess 
used  to  be.  And  he  rarely  expresi 
opinion  about  more  than  the  ma 
short-term  trend.  My  advice,  t 
fore,  is:  Don't  ignore  him  this  tj 
The  third  of  the  top  three  1 
the  hfd  has  followed  for  the  la 
years:  the  Value  Line  Investment 
vey.  This  service  doesn't  expl 
provide  a  long-term  market  fori 
so  we  are  forced  to  read  betwee! 
lines.  When  we  do  so,  we  don't  1 
bullish  forecast. 

The  source  of  Value  Line's  imi 
forecast:  that  section  of  the  servj 
which  it  reports  the  median  thre: 
five-year  price  projection  amon 
analysts  for  all  1,700  stocks  ttj 
tracks.  Currently  this  stands  at  6' 

Here's  where  we  need  to  reao 
tween  the  lines.  Extensive  resd 
has  shown  that  once  these  projec 
are  revised  downward — by  subt) 
ing  55%,  in  fact — they  are  highly 
related  with  the  market's  level 
years  hence  (see  my  Oct.  25, 
column).  This  in  effect  means 
Value  Line  is  forecasting  that 
stock  market  will  be  only  10%  hi 
in  four  years'  time. 

That's  not  good  enough  to  jii 
the  risks  of  holding  stocks.  A 
return  over  four  years  is  equivaler 
2 .4%  per  year  compounded.  That' 
higher  than  what  you  can  earn  wi 
passbook  savings  account.  Nor 
■certain  that  achieving  it  won't  inv 
some  severe  downdrafts  on  the  w 

So,  there  it  is:  None  of  the  tl 
top-performing  letters  believes 
the  April-September  rally  was  the 
ginning  of  a  new  bull  market.  Twi 
the  three  are  outright  bearish; 
third  says  that  the  potential  rew; 
aren't  worth  the  risks.  Not  a  bul 
the  lot. 
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WHY  ADD  THIS  EGG 
TO  YOUR  MIX? 


fVERY  Simple 

i 

})  It  works.  And  it  works  hard  and  efficiently, 
just  ask  Fidelity,  Dreyfus,  Templeton  and 
other  top  advertisers  who  are  now  reaching 
two  million  affluent  suburban  households 

>  each  month  with  NEST  EGG  magazine. 

Distributed  through  local  suburban  newspapers 
with  the  most  exacting  zip  code  screening, 
NEST  EGG  delivers  a  comprehensive  package 
of  timely  and  relevant  information  geared 
to  the  financial  demands  of  high 
net  worth  individuals  coast-to-coast. 

We're  fast  becoming  a  regular  reading  habit 
along  with  local  community  news.  What's 
more,  we're  drawing  to  our  pages  a  select 
audience  of  affluent  men  and  women 
who  have  both  the  means  and  desire  to 
invest  for  their  long-term  financial  security. 
These  are  your  best  customers  and  prospects. 


So  crack  open  a  copy  of  NEST  EGG  today... 

We're  an  essential  ingredient  to  your  marketing  mix. 


NEST 

TWO  MILLION  HOUSEHOLDS  STRONG  AND  GROWING 

New  from  Investment  Dealers'  Digest 
Contact  Rick  Norris,  Publisher  at  (212)  432-2584 


MONEY  &  INVESTMENTS 


Despite  some  rough  going  this  year,  the  emerging 
markets  represent  a  rare  opportunity  for  long-term  gains. 

Four  billion 
customers 


BY  R.S.  SALOMON  JR. 


R.S.  Salomon  Jr.  is  chairman  and  chief  executive 
of  Salomon  Brothers  Asset 
Management  Inc.  and  portfolio  manager  of 
Salomon  Brothers  Capital  Fund  Inc. 
Research  assistant:  Caroline  Davenport. 


When  the  Berlin  wall  came  down, 
it  symbolized  more  than  just  one 
country's  political  upheaval.  Events 
throughout  Eastern  Europe  had  al- 
ready gone  a  long  way  toward  dis- 
crediting a  system  that  for  decades 
held  billions  of  people  hostage.  To- 
day, three  countries  that  are  among 
the  world's  largest — Russia,  China 
and  India — are  moving  toward  freer 
political  and/ or  more  market  orient- 
ed systems.  As  many  as  4  billion  peo- 
ple are  part  of  this  process. 

The  change  in  the  political  and 
economic  order  has  had  many  con- 
sequences. For  one  thing  there  is 
no  longer  a  superpower  confronta- 
tion dominating  the  international 
scene.  Ironically,  this  has  created 
more  chaos  in  the  world  rather  than 
less.  In  the  absence  of  two  domi- 
nant powers,  there  is  a  tendency  for 
explosive  situations  that  would 
have  been  extinguished  in  other 
times  to  break  into  full-scale  confla- 
grations instead.  The  large  number 
of  civil  wars  being  fought  today  is 
certainly  worrisome.  But  it  is  worth 
remembering  that  they  are  the  out- 
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growth  of  a  process  that  also  has 
very  positive  long-term  implica- 
tions for  humanity. 

The  growth  of  more  representa- 
tive, capitalist  systems  has  had  other 
consequences.  Key  businesses  and 
industries  are  being  brought  into  the 
private  sector.  And  slowly  but  surely, 
new  stock  and  bond  markets  are 
coming  into  existence,  facilitating 
the  flow  of  capital  needed  to  fund 
growth  in  developing  countries.  To- 
day the  economies  of  emerging  mar- 
kets represent  roughly  29%  of  the 
world's  total  GDP,  while  the  market 
capitalization  of  their  stock  markets 
equals  about  8%  of  the  world's  total. 
Through  increased  privatizations 
and  more  rapid  growth  this  gap 
should  narrow  in  time. 

The  world's  mature  economies — in 
the  U.S.,  Western  Europe  and  Ja- 
pan— are  likely  to  grow  at  an  annual 
rate  of  about  2%  to  3%  over  the  long 
term.  Developing  countries,  by  con- 
trast, could  grow  three  to  five  times  as 
fast,  or  6%  to  10%  annually.  Investors 
can  participate  in  the  growth  poten- 
tial of  these  new  economies  by  invest- 
ing in  emerging  markets. 

The  tremendous  opportunities  for 
investment  profits  are  accompanied 
by  enormous  risks.  Political  instability 
will  dog  new  regimes.  To  get  a  sense 
of  what  a  jolt  like  this  can  produce,  we 
need  only  look  at  the  assassination 
earlier  this  year  of  Mexico's  leading 
candidate  for  president.  That  market 
dropped  30%  on  the  news. 

There  are  also  risks  associated  with 
the  markets  themselves.  Liquidity  is 
lacking.  Formal  infrastructures  to 
protect  investors  may  be  nonexistent. 
Currency  risks  in  some  of  these  coun- 
tries can  also  be  extreme. 

These  risks,  however  formidable, 


should  not  keep  investors  away 
these  markets.  In  my  view  the  key 
broadly  diversify  so  that  one  is  tip 
dependent  on  any  one  country  aj 
one  moment. 

Investors  should  consider 
debt  and  equity  investment: 
emerging  markets  because  of  thi 
tential  for  high  total  returns.  In  r 
cases  bonds  are  as  volatile  as  st<| 
but  bonds  provide  high  curren 
come,  while  stocks  do  not.  As  a  ru 
thumb,  I  think  it  wise  to  hold 
and  equity  in  roughly  the  same  n 
sure  in  the  portfolio.  The  50-50  i 
means  that  investors  can  participai 
the  growth  potential  of  emer 
market  economies  while  earnir] 
reasonable  current  return. 

I  recommend  two  mutual  ft] 
that  fall  into  the  last  category:  i 
mon  Brothers'  Emerging  Markcti 
come  Fund  Inc.  and  the  Tempi 
Developing  Markets  Trust. 

The  Emerging  Markets  Inc<| 
Fund  is  a  closed-end  fund  that  sta 
operation  in  October  1992.  It  \i 
vested  in  1 7  countries,  with  the 
est  holdings  in  Argentina,  Brazil, 
rocco,  Mexico  and  Russia. 

The  Templeton  Developing  JV 
kets  Trust  is  an  open-end  fund  I 
has  been  in  operation  since  Decern 
1991.  The  Trust's  holdings  span 
countries,  with  the  largest  position 
Brazil,  Hong  Kong,  Mexico,  Vo\ 
gal  and  the  Philippines. 

The  opportunity  that  emerg 
markets  represent  is  analogous  to 
opportunity  that  Western  Europi 
and  Japanese  capital  markets  rep 
sented  to  American  investors  20  ye 
ago.  Significant  returns  will  accrue 
individuals  who  carefully  manage 
risks  of  diversifying  into  these  grc 
ing  countries.  . 

Forbes  ■  October  24,  1? 


For  Your  Next  Meeting,  Aim  a  Little  Higher. 


Deep  in  the  Southern  Rockies  lie  two  hundred  and  fifty  spectacular  square  miles 
known  as  Forbes  Trinchera.  Its  tallest  peak  reaches  14,345  feet  into  the  Colorado  sky,  and  its 
mountains  sweep  down  into  valleys  as  green  and  fertile  as  a  Kentucky  meadow. 

This  historic  tract  of  land  was  bought  by  publisher  Malcolm  S.  Forbes  in  1969  as 
a  natural  escape  to  a  place  far  from  Wall  Street  and  corporate  stress.  It  is  this  aspect  of  this 
wonderful  land  that  the  Forbes  family  have  decided  to  share  with  like-minded  colleagues. 

The  buildings  of  Forbes  Trinchera  have  been  remodeled  to  provide  superb 
accommodation,  but  it  is  still,  essentially,  a  ranch. 

Whilst  mere,  you  can  ride  the  land  on  horseback,  or  on  trail-bike.  You  can  fly-fish  on  its  miles 

of  streams,  or  hike  its  thousands  of  trails.  You  will  have  special  rights  at  a  nearby 
golf  and  swimming  club,  or  you  can  shoot  skeet  until  every  clay  looks  as  big  as  a  house. 
And,  when  there's  work  to  be  done,  our  main  conference  room  can  seat  up  to  sixty. 

However  you  choose  to  use  it,  Forbes  Trinchera  will  provide  a  lookout  point  from  which  to  view 
the  world.  Two  hundred  and  fifty  square  miles.  Fifty  staff.  Mountains.  Valleys.  Lakes.  Streams. 

Call  1-800-FORBES-5,  and  allow  us  to  tell  you  more 

Forbes  Trinchera  Ranch 

A  Forbes  Executive  Retreat 
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The  bears  can  marshal  impressive 
arguments,  but  common  sense  tells  me 
they  are  overstating  their  case. 

A  grain 
of  salt 


BY  LASZLO  BIRINYI  JR. 


Laszlo  Birinyi  Jr.  is  president  of 

Birinyi  Associates,  a  Greenwich,  Conn. -based 

financial  consulting  firm. 


Individual  investors  regularly  ask 
me  how  they  can  bridge  the  gap  be- 
tween themselves  and  the  pros.  In 
many  ways  they  can't.  Anyone  who 
does  something — anything — for  eight 
hours  a  day  and  more  will  usually  have 
the  upper  hand  on  the  part-timer.  Still, 
you  don't  need  to  follow  the  market 
full  time  to  apply  common  sense  to  it, 
and  sometimes  common  sense  is  a 
better  guide  than  the  experts.  In  other 
words,  a  grain  of  salt  can  be  an  inves- 
tor's best  friend. 

So  when  an  exalted  market  sage  says 
something,  ask  yourself:  Does  it  meet 
the  test  of  common  sense? 

A  lot  of  sages  are  bearish  right  now. 
Let's  see  if  their  views  meet  the  test  of 
common  sense. 

One  bearish  argument  involves 
merger  activity.  This,  the  bearish 
sages  say,  is  a  sign  of  a  market  top,  and 
they  cite  the  market  crash  of  October 
1987  as  having  been  preceded  by  the 
frantic  merger  and  acquisition  activity 
in  the  mid-1980s.  That  sounds  con- 
vincing, but  it  fails  to  meet  the  test  of 
common  sense.  Do  the  events  of  the 
mid- Eighties  really  relate  to  the 
fourth  quarter  of  1987?  Is  there  really 
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cause  and  effect  present?  After  all,  the 
height  of  merger  and  acquisition  ac- 
tivity was  in  the  fourth  quarter  of 
1988,  after  the  crash.  Today's  merger 
activity  is  much  different  from  the 
credit-fueled  activity  of  a  decade  ago. 

Then  there  is  the  bearish  conten- 
tion that  a  great  number  of  stocks  are 
down  significantly  from  their  52- 
week  highs.  One  bear  has  suggested 
that  71%  of  the  nyse  stocks  are  down 
20%.  I  have  read  that  it  is  even  w  orse 
for  unlisted  stocks. 

Okay,  let's  apply  common  sense  to 
that  hair-raising  contention.  We  begin 
by  looking  up  the  relevant  indexes.  In 
mid-September  the  nysf  Composite 
index  was  off  4.9%  from  its  52 -week 
high.  This  index  reflects  the  results  of 
every  issue  on  the  Big  Board.  If  it  is 
down  4.9%,  it  is  very  difficult  to  believe 
that  71%  of  the  components  are  down 
20%  or  more.  In  fact,  we  ran  the 
analysis  and  found  that  only  43%  of  the 
nyse  names  were  off  20%  or  more. 
(The  biggest  NYSE  decliner  is  Intelogic 
Trace,  down  92%.) 

Another  way  to  apply  common 
sense  to  the  market  is  by  studying  the 
headlines  or  their  equivalent  on  the 
tube.  How  do  they  treat  market  move- 
ments? A  70-point  gain  on  Aug.  24 
was  attributed  to  an  arbitrage  scheme 
gone  awry,  while  a  nearly  70-point  loss 
on  Sept.  20  was  a  result  of  nervous 
investors  selling  stocks,  fears  of  a  pos- 
sible Fed  tightening  and  a  variety  of 
other  tangible,  valid  concerns.  In  oth- 
er words,  the  media  these  days  are 
tending  to  put  a  negative  spin  on  the 
news.  Market  goes  up  and  it's  a  fluke. 
Market  goes  down  and  it's  for  good 
reason:  interest  rates,  economic  slow- 
down and  the  other  usual  suspects. 

The  unwillingness  of  investors  and 
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commentators  to  accept  the  bull 
ket  bodes  well  for  the  market.  In 
this  has  been  a  characteristic  o 
market  for  several  years,  probabl) 
ing  back  to  January  1992,  whei 
dividend  yield  went  under  3%. 

Common  sense  will  tell  you 
my  studies  confirm  it — that  then 
been  just  as  much  arbitrage  anc 
like  on  the  downside  as  on  the  upl 
So  those  headlines  tell  you 
about  the  mood  of  the  writers 
about  the  market. 

This  negative  mood,  this  pij 
lence  of  bearish  commentary, 
stocks.  M&A  activity  throws  off 
which  must  be  reinvested.  The 
ket  isn't  nearly  as  bad  off  as  the 
contend,  and  while  the  Fed's  re 
actions  could  hurt  it,  the  market 
the  process  of  absorbing  that  newlncy 

Common  sense  does  tell  me 
higher  interest  rates  hurt — espe 
smaller  stocks.  Their  brokers  are 
likely  to  take  on  inventory,  bee 
the  cost  of  financing  that  inventdi 
rising.  I  also  continue  to  stay 
warm  about  international  markets 
pan    has    gone    nowhere — actu 
down  a  little — since  I  recommen 
staying  away  in  my  Aug.  1  column 
you  really  need  foreign  diversity, 
to  Europe.  Focus  on  the  U.K.,  Fr; 
and  Germany. 

In  short,  I  am  overall  bullish, 
recognize  that  the  bearish  argume 
are  unsettling  many  investors 
while  I  expect  new  highs,  this 
time  to  be  imprudent. 

Back  home,  I  still  like  Texas  Insi 
merits  ( 64 ) ,  Wells  Fa  rjjo  ( 1 44 )  and 
names  I  introduced  in  my  Sept 
column:   Nike  (58),  Gillette  {? 
Nordstrom  (39),  Procter  &  Ga 
(59 )  and  Philip  Morris  ( 60 ). 
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FINANCIAL  SERVICES 


I  1  WRITE  FOR  FREE  PACKAGE! 

INVESTORS  CORR 

j  ^r-r  ,   62-19  Cooper  Avenue 
f  $5  Glendale,  Queens.  N  Y  11385 

f35  (718)417-1330 

f 'FOLIO  MGMT 
I 'ICES:  Equity-Fixed 
\  alanced  F.X.C.  NEWS- 
liER:  Semi-monthly 

5  .00  Annually) 

I  LED  #1  throughout  past 
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I  >rs  Casey  Associates) 
1  rse  in  Pension  &  Invest- 
fl  i  out  of  3,000  institutional 
l!  cts  from  over  1 ,000  reg- 
jjd  investment  advisors. 
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il5  years,  the  world's 
fig  source  of  information 
i  lobal  derivatives  and 
icy  advisors,  reporting  the 
rmance  of  more  than  500 
each  month. 

iged  Account  Reports  Inc. 
Fifth  Ave.,  NY,  NY  10001 
X  (212)  213-1870  or  call 
ia  Soto  at  (212)  213-6202 


Fifty  People 
Buy  This 
Book  Every 
1  Week  — 
\  Most  are 
^^==^  Millionaires 

WEALTH: 
in  Owner's  Manual 

By  Michael  Stolper 
Wished  by  Harper  Business 
X)  plus  $3.00  postage  &  handling 
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Gain  Financial 
Independence  By 
Using  Inside  Secrets 
To  Help  Companies 
Get  Business  Loans 

(St.  Louis)  Every  day,  business  loans 
are  turned  down  because  borrowers 
either  didn't  approach  the  right  lender 
or  clearly  communicate  their  strengths. 

Enter  the  S&K  Group,  an  innova- 
tive CPA  firm  which  for  20  years 
has  helped  clients  fund  their  loans 
with  phenomenal  success.  S&K's 
"inside"  secrets  have  given  them  an 
almost  unfair  advantage,  attracting 
funds  for  their  clients  like  a  mag- 
net, receiving  a  substantial  fee  each 
time  they  succeed. 

The  S&K  Group  is  now  training  as- 
sociates to  offer  this  same  service  in 
their  own  market  areas  to  clients  who 
have  been  knocking  on  the  wrong 
doors — and  who  have  been  making 
their  appeals  without  adequate  clarity, 
persuasiveness,  or  professionalism. 

In  addition  to  capital  acquisition 
skills,  S&K  associates  learn  how  to 
offer  expense  reduction  counsel.  Fo- 
cusing on  specific  overhead  areas,  as- 
sociates receive  half  of  the  first  year's 
savings  plus  half  of  all  refunds  they 
uncover.  Again,  their  fee  is  contingent 
on  results. 

With  fees  typically  ranging  from 
$ 1 0,000  to  $50,000  or  more  on  a  single 
case,  just  one  client  each  month  can 
generate  a  six-figure  income. This  con- 
sultant business  requires  little  more 
than  a  personal  computer,  fax,  and 
phone.  Approximately  $12,000  is 
needed  for  start-up.  For  full  details,  call 
(800)  660-0330,  toll-free. 


A  Beautiful 
London  Theatre 
FOR  SALE 
Details 
Tel.  No:  071  839  7808 
Fax  No:  071  839  1429 


MORE  POWER 
BETTER  ECONOMY 
NEW  PATENTED  AUTO  ENGINE 
Job  is  to  raise  3.5  mil  budget  for 
testing  and  refinement.  ORBIT  Engine 
Co,  Inc.  needs  person  to  help  raise 
Venture  Capital.  213  849  1000 
Fax  818  848-0286   


S  OVER  ONE  BILLIONS 


WORTH  OF  BUSINESSES  FOR  SALE  BY  OWNERS 
Major  Majuriacluring  to  Small  Retail  Shops 

No  Brokerage  Fees 
To  Buy  or  Sell 

1-800-999-SALE 

GREAT  WESTERN  business  services.  INC. 


NATIONWIDE 


Receive  Value  Line 
for  only  $85  $55 

An  Introductory  subscrlpUon  to  The  Value  Line  Investment  Survey 

brtng3  you  the  2000-page  Investors  Reference  Library — Value  Line's  most 
recent  Ratings  and  Reports  on  1 700  stocks  and  the  pracUcal  guide  How  to 
Invest  in  Common  Stocks.  You  will  also  receive  analyses  of  about  130  stocks 
each  week  for  10  weeks  for 585 $55.  Available  only  once  every  three  years  to 
any  household.  SPECIAL  BONUS:  With  your  subscrlpUon  you  also  will 
receive  a  copy  of  WALL  STREET  WORDS,  an  accessible  dicUonary  of  over 
3,500  terms  (retail  price  $8.95).  In  addition  to  clear  definitions,  this 
convenient  guide  features  special  explanations,  helpful  hints,  and  case 
histories  on  87  topics  of  special  Interest,  contributed  by  32  industry 
professionals — plus  48  case-example  paragraphs  by  the  author.  (Available 
while  supplies  last.)  Your  subscription  to  Value  Line  may  be  tax-deductible. 
Consult  your  tax  advisor.  Send  check  or  money  order  along  with  name, 
address  and  zip  code  together  with  this  ad  or: 

Call  Toll-Free  1-800-833-0046 

L)  2903-Dept  416F24)American  Express,  MasterCard  or  Visa  24hoursaday. 
7  days  a  week  30  day  Money-Back  Guarantee.  Allow  4  weeks  for  delivery 
NY  residents  add  sales  tax.  Foreign  rates  upon  request. 

The  Value  Line  Investment  Surrey* 

220  East  42nd  Street 
NY  10017-589 
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BUSINESS  OPPORTUNITIES 


"THE  TAX  EXILE  REPORT" 

by  Marshall  Langer 
Discover  how  you  can  become  a  suc- 
cessful legal  Tax  Exile.  Also,  learn 
the  secrets  of  dual  nationality  and 
escape  confiscatory  taxes. 

FREE  BROCHURE  AND 
PRIVACY  NEWSLETTER 
Scope,  Box  4939,  Forestside  House, 
Forestside,  PO  9  6EE,  UK 
Tel:  +44  705  631751  Fax:  +44  705  631322 


INCORPORATE  IN  DELAWARE! 

Specialists  In  setting  up  Delaware 
Corporations.  General,  Aircraft, 
Boat  &  Shelf  Corporations. 

CaN/Wrtte  for  FREE  KIT: 
P.O.  Box  484- FB 
Wilmington,  DE  19899 
B  htcl  800-321 -CORP  •  302-652-SSK 
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Free  $45  Book 
Reveals  How  The 
Rich  Get  Richer 
With  Quiet  Private 
Investments 

Some  investors  almost  always 
accumulate  wealth.  They  invest  in 
private  emerging  growth  com- 
panies. This  book  shows  you  how. 

It's  a  "blueprint  to  success"  if 
you  have  $25,000  to  $25,000,000 
for  any  single  investment.  One 
recent  project,  using  just  these 
inside  secrets,  returned  over  59 
times  the  original  investment! 

This  limited  gift  offer  is  part  of 
a  national  marketing  survey  to 
qualified  affluent  investors.  To 
reserve  your  copy,  simply  call  or 
fax  with  your  name  and  address: 
Phone/Fax  800-881-5346  Ext.  1 


BUSINESS  OPPORTUNITIES 


TELECOMMUNI C  AT  I O  N  S II    "Destiny"  Makes  Business  Sense 


'Simple  &  Powerful" — PC  Magazine 
Expert  Business  Plan  Writing, 
Financial  Analysis  Software, 
Setup  Budgets,  Forecast, 
Manage  Cash  Flow 


OWN  PART  OF  AN  SMR 
TELECOMMUNICATIONS  WEST  COAST 
NETWORK  PRESENTLY  UNDER 
CONSTRUCTION  IN  CALIFORNIA  ft 
NEVADA 

$10,000  risk  capital  required 

IRA  &  Self-directed  pension  plan  qualified. 
Cava  Communications 

800  72^1338,  FAX  407844-5844 


Money  Back  Guarantee.  Toll  Free  800/366-5111 


Order  Today!  or  Contact  yoyr^dealer 


Continued  on  next  page  -» 


Canadian  Imperial  Ginseng  Cashes  in 
on  International  Ginseng  Boom 


PRODUCTION  GAINS  OF  110%  TO  DRAMATICALLY  BOOST 
PROFITS  AND  EARNINGS 


CANADA  -  Highly  sought  after  for  its  medicinal  and  nutritional  con- 
tent, ginseng  has  remained  the  most  important  herb  in  Chinese  medicine 
for  over  3,000  years.  Ginseng  is  currently  a  $3  billion  per  year  industry 
and  the  World  Bank  predicts  China,  the  leading  consumer  of  North  Ameri- 
can-grown ginseng,  will  boast  the  world's  largest  market  economy  by 
the  year  2005,  increasing  demand  for 
the  North  American  ginseng  root  from 
3  -  30  million  pounds. 

At  the  forefront  of  this  burgeoning 
industry  is  Canadian  Imperial  Gin- 
seng, a  world-leading,  fully  integrated 
ginseng  company  with  advanced  op- 
erations in  Canada,  the  United  States, 
Hong  Kong  and  China.  Plantation  Site 

In  the  fall  of  1993,  Canadian  Imperial  completed  its  first  production 
of  27  acres,  leading  the  industry  with  an  exceptional  2,600  lbs.  per  acre 
yield  of  three-year-old  ginseng  roots.  Canadian  Imperial  generated  $5 
million  in  revenues  from  its  harvested  ginseng,  consumer  products  and 
brokerage  activities,  achieved  a  $  1 .2  million  profit  and  paid  a  $0.04  per 
share  cash  dividend.  This  fall,  the  company  is  significantly  expanding 
operations  with  57  acres  scheduled  for  harvesting,  representing  a  1 10% 
increase  over  1993. 

To  meet  rising  demand,  ginseng  buyers  from  Asia  have  steadily  in- 
creased imports  of  North  American  ginseng  for  over  275  years,  posi- 
tioning the  curative  root  as  one  of  the  world's  most  valuable  cash  crops. 
Today,  recent  growth  and  prosperity  of  consumers  in  Asia  has  produced 
a  booming  market  for  Canadian  Imperial  and  its  ginseng-based  con- 


sumer products  At  the  retail  level  in 
China,  rapidly  rising  consumption  of  I 
value-added  ginseng  products,  including 
Canadian  Imperial's  vacuum  packed 
roots,  slices  and  teas,  has  created  a  $2.7 
billion  industry,  characterized  by  profit 
margins  of  100%  -  400%. 
Value-added  Products  To  fast  track  penetration,  distribution  and 

revenue  generation  from  this  market,  Canadian  Imperial  has  moved  quickly 
and  decisively  to  secure  key  strategic  alliances  with  two  of  the  world's  larg- 
est and  most  established  ginseng  brokerage  and  distribution  firms. 

Now  entering  its  second  lucrative  harvest  season  in  excellent  financial 
health,  Canadian  Imperial  is  well  positioned  for  exponential  growth. 

According  to  a  recent  equity  research  report  published  by  a  leading  Cana- 
dian Securities  firm,  Canadian  Imperial  is  poised  to  substantially  increase 
shareholder  value  with  projected  sales  of  $  1 2 
million  (EPS  $0.2 1 )  in  the  current  financial 
year  ending  June  30,  1995,  rising  to  $22 
million  (EPS  $0.46)  by  fiscal  year  1 9%.  The 
report  forecasts  medium  to  long-term  ap- 
preciation for  the  company's  capital  stock, 
with  an  1 8  -  24  month  target  price  of  $8.00 
CDN  per  share.  Canadian  Imperial  Ginseng 
(OH.  V)  currently  trades  between  $2.70  and 
$3.00  CDN  per  share. 

CONTACT:  To  receive  a  free,  full- 
color  brochure,  a  detailed  analyst  report 
and  background  research,  investors  are 
invited  to  contact  the  company  direct 
U.S.  toll-free  (800)  689-6089  or  (604) 
689-8863. 


FACTS  AND  FIGURES 


•  Has  been  Ihe  toundation  of  Asian 

medicine  for  3000  years. 
'  Recognized  as  the  world's  most 

valuable  agricultural  crop. 
■  Acts  as  an  adaptogen,  a  subsfance 

that  biologically  enhances  the  body's 

defence  mechanism  against  disease 
>  Generates  in  excess  of  $3  billion  in 

world-wide  trade  each  year 


Earnings  Per  Share 

$  Canadian 
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WLUE  PER  ACRE  COMWfitSON 


ICARRQT j  |  $5.500 


PARSNIFSl  1  $7,000 


LETTUCEl  1  $4.450 


GINSENGll$150QOO 


RIGHT:  Canadian  Imperial  Marketing  Team 


FINANCIAL  SERVICES 


A  PROFESIONAL  RECORD  KEEPER  FOR 
STOCKS   &  BONDS 


A  ledger-journal  providing  permanent  chronological  record  ot  all 
pertinent  data  •  Quick  checks  on  accuracy  of  brokers  state- 
ments: dividends;  interest  distributions;  and  splits  •  Makes 
available  required  data  fot  income  tax  prepa- 
ration. •  Leather-grained  vinyl  binder      $0  VI 95 
•  Mylar  reinforced  alphabetical  dividers. 


Make  Check  Payable  to  STREET  SYSTEMS  and  send  to: 
STREET  SYSTEMS.  Dept.  F.  64  Massapoag  Ave..  Sharon.  MA  02067 


EDUCATIONAL  SERVICES 


University  Degrees 


Approved  Self  Paced  Home  Study 
Associate  Bachelors  Masters  Doctors 

Business  Admin,  Public  Admin,  Health 
Care  Admin,  Human  Resources,  Finance, 
International  Business,  Tech  Mgmt,  Law, 
Paralegal,  Psychology,  Call  for  brochure. 
(800)  477-2254  (24  hrs) 
Southern  California  University 
for  Professional  Studies 
1840  E.  17  St-F,  Santa  Ana,  CA  92701 


FORBES  MARKET/CLASSIFIED 

To  spotlight  your  specialty  product  or 
service  to  an  affluent  proven  responsive 
executive  audience: 

WRITE,  CALL  OR  FAX:  LINDA  LOREN 
FORBES  MARKET/CLASSIFIED 

60  Fifth  Ave.,  N.Y.  NY.  10011 

(212)  620-2440 
(212)  620-2472  (FAX) 


COLLEGE  DEGREE 

BACHELOR'S  •  MASTER'S  •  DOCTORATE 

For  Work,  Life  and  Academic  Experience 

Earn  your  degree  through 
convenient  home  study 

(800)  423  3244  ex.  185 
Fax:  (310)471-6456 

send  detailed  resume  for  free  EVALUtTWN 

Pacific  Western  University 

2875  SI  King  St.,  Honolulu,  HI  96825  Dept.  186 


FREE  VIDEO 


EXTERNAL  DEGREES 

BA7BS  MS/MBA  PhO/JD 
Credit  for  work  /life  exp  •  Accredited 
(BOO)  955-8879  (24  hrs.) 

LaSalle  University 

Dept.  879  Manoeville,  LA  70470-4000 


Forbes: 
Capitalist  Tool 
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THE  INVESTCJ 
RELATIONS 
CONNECTION 

Fax  directly  to  the  Inv^ 
Relations  Department! 
over  8,000  publicly  traj 
companies.  Increasir 
corporate  visibility  hi 
never  been  this  easj 

800.397.8224 


a  s  << 

THOH 


ami 

ACCHEm 
REHEV 
ttl 
PUB 

950  Hi, 
W,Pill 


J 

J 


f  \  rj  r)   H  h 


J 'J 


AUDIO  BOOKS 


MAIL  ORDER 


as*- 


ARING  CARD"  SHOP, 
SS  &  SEND  YOUR 
ING  CARDS,  ON  TIME. 
'ED  ONES  &  BUSINESS 
IATES... WHILE 
AKE  THE  CREDIT! 


K)U  TIME,  MONEY  AND  REGRET. 

II  "CARING  CARD" 

ftO-477-3208 

\RING  CARD  SERVICES 
est  Palmetto  Park  Rd.  #2-181 
!OCA  RATON,  FL  33433 


PUBLISHERS 


__ 

:w&  f 


:W&  RECOGNIZED 
THORS  NEEDED 

i.L  SUBJECTS  WANTED 
tGGRESSrVE  PROMOTION  & 
tEHENSIVE  DISTRIBUTION 
RICAN  INTERNATIONAL 

PUBLISHERS 
ee  Manuscript  Report: 
)50  Haverford  #301  F 
at,  Pa  19010  800-274-8427 


LLANEOUS  FOR  SALE 


IUY  DIAMONDS! 

11  or  fax  GIA  info 
for  cash  offer. 
Any  quantity!- 

)USE  OF  ONYX 

It.,  Greenville,  KY  42345 
-3100  or  FAX  502+338-9605 


IS  CARING 


TARGET  VQUB  FBEV! 

Bag  Your  Voice  Processing  Objective 


♦  MICE  MAIL  ♦flUTQ-TRfllM 

Complete  your  mission  for  as  little  as  $295. 

CAlM-800-685-4884 

51 0-522-3800  •  FAX  510-522-5556 

We  1  a  rgei  developerVOE  M  S 

TALKING  TECHNOLOGY,  INC.  T, 

1125Allar>licAve  •  Alameda. CA94501  III 


AUDIO  TAPES 


3 AUDIO  BOOKS 
FOR  99  EACH 


When  you  join  the  Audio  Book  Club. 

Best  Sellers  on  Tape 
Hundreds  of  Titles 

1-800-422-2258 


Audio  Bonk  Club 


©1994  Audio  Book  Club 


P.O.  Box  986  •  Hicksville.  NY  11802-0986 


EXECUTIVE  GIFTS 


THE  PREMIUM  CIGAR  OF 
THE  MONTH  CLUB: 

5  ASSORTED  Top  rated  cigars 
every  month.  The  perfect  gift  idea! 
Satisfaction,  quality  guaranteed. 
Corporate  Incentives  provided! 
Visa,  MC,  Amex  Accepted. 
$19.95/MO+  S&H,  1-800-846-1776 


REAL  ESTATE 


Battlefield  For  Sale 

Ancient  Battle  site  at  Edgehill, 
Warwickshire,  England  where  the 
Royal  Army  of  King  Charles  I  and 
the  Parliamentarians  fought  in  1642. 
Relics  have  been  found  on  the  land 
which  is  rumored  to  be  haunted. 
Call/Fax  H.  McKay  01144-530-810794 
Do  YOU  own  a  Battlefield? 


BOOKS 
ON  TAPE 


^^^World's  Largest  Selection  of  Audio  Books 

Bestsellers  ■ 

on  Cassette  I 

Full-length  " 

Readings  I 

Call  for  Free  i 

Brochure  . 


(800)  626-3333 


EXECUTIVE  GIFTS 


THE  MOST  RCCURflTE  CLOCH 

•  accurate  to  1  second  in  1  million  years! 

•  automatically  changes 
between  standard  and 
daylight  savings  time 

•  set  by  radio  signals 
from  a  U.S.  govern- 
ment transmitter 

•  may  be  set  for  any 
of  4  U.S.  time  zones 

•  6  x  8  inches 
available  in  black  or  silver 
$249.95  +  $5.95  shipping  and  handling 


Technicom 

P.O.  B 

ox  1238 

(704)841-8944 

Mallhews.  NC  28106-1238 

HAND  CARVED  MAHOGANY 
JET  FIGHTERS 

 ■ 


•  16"  to  22"  models  ore  hand- 
crafted from  solid  mohogony  with 
hondpointed  mornings  and  details 

•  Over  160  models'  in  stock 

•  Priced  from  $99.50 

•  Sotisfocf ion  guaranteed 

Call  1-800-950-9944 


VMM  fit 


WOH1D  S IUOINO  KAHe 

AUOSCUIFTOIU 

MS5Na*79*Slw 
Scoltid*  Airport,  AZ  85260 
1603)991 1841  — - 


STEEL  BUILDINGS 


Buy  Factory  Direct. 

Steel  Buildings.  All  sizes.  Ideal 
from  Back  Yard  Shops,  Airplane 
Hangars,  RV  &  Boat  Storages  to 
Large  Commercial  applications. 
Do-it-yourself  or  complete  set  up. 
20  year  warranty.  Call  for  free 
brochure.  STEELMASTER 
1-800-526-1110. 


"Elevette" 

Practical 

Luxury. 

Enjoy  the  practical 
luxury  of  "Elev- 
ette", the  custom- 
built  residential  ele- 
vator that's  ideal 
for  those  who 
can't  or  shouldn't 
climb  stairs.  Write 
today  for  more 
information: 


INCLINATOR 


COMPANY 

Dept.  7 
P.O.Box  1557 
Harrisburg,  PA 
17105-1557 


AMERICA 


EXECUTIVE  GIFTS 


ffjiARGOYLES 

BbmB  were  created  to  ward  off  evil. 
Our  many  replicas  of  different  Medieval 
designs  make  '/  "5\ 

beautiful  accents 
in  the  home 
and  garden. 

Free  Color  ^ 
Catalogue  of 
European  sculptu, 
fir  tapestries. 

DESIGN  TC 

1.800.525.1733  ,  Ext.  F691 

17  E.  Campbdl  Sc.,  Dept.  F691, 
 Arlington  Heights,  LL  60005  


Ambassador  Lapel  Flags® 
Your  Logo  with  any  2-flag  mix 
•  24K  Gold  finished    •  Full  colors 

•-100%  U  S  A  -made 
We'll  custom-make  any  emblem  for  you! 
Delivery:  14  business  days  Worldwide 
TME  Co.,  Inc.      101  Bel  Air  Drive 
NewMilford,    CT    06776,  U.S.A. 
(BOO)  535-5255  •  Kax  (203)  354-2786 
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EDITED  BY  THOMAS  JAFFE 

Unskewering  Stewart 

Stewart  &  Stevenson  Services,  Inc. 
mostly  makes  turbine  power  systems 
and  distributes  industrial  equipment, 
(Forbes,  July  18).  Estimated  sales  for 
the  fiscal  year  ending  Jan.  31,  1995 
are  $1.2  billion,  double  that  of  five 
years  ago.  Earnings  per  share  through- 
out the  1 990s  have  so  far  compounded 
at  more  than  20%  a  year.  All  this  with 
little  leverage:  Long-term  debt  is  less 
than  10%  of  total  capital.  Other  pluses: 
About  half  Stewart's  power  systems 
are  sold  to  overseas  customers,  versus 
25%  just  three  years  ago,  and  that 
percentage  is  expanding.  The  testing 
and  maintenance  of  turbines  is  a  grow- 
ing business;  ditto  the  operation  of 
electric  power  plants. 

So  how  come  o-t-c- listed  Stewart 
stock  has  been  skewered  since  last 
spring,  dropping  from  53%  to  a  re- 
cent 38%?  There's  concern  that  de- 
fense cutbacks  could  affect  the  Hous- 
ton-based company's  $1.2  billion 
five-year  contract  to  build  a  new  gen- 
eration of  trucks — nearly  1 1 ,000  to 
carry  troops  and  cargo — for  the  U.S. 
Army.  If  the  contract  is  stretched  out 
and  production  doesn't  reach  the  lev- 
els anticipated,  it  could  hurt  earnings 
near  term. 

But  this  doesn't  worry  analyst  Da- 
vid Lee  Smith  of  Austin,  Tex.'s 
Southcoast  Capital.  Smith  thinks 
Stewart  will  earn  $2.09  a  share  this 
year,  up  21%.  He's  looking  for  $2.50 
the  following  year — a  conservative  es- 
timate, says  he,  because  Smith  already 
assumes  a  2 1  -month  stretching  out  of 
that  truck  contract. 

Smith  sees  Stewart  stock  back  in  the 
upper  40s  over  the  next  12  months. 

Inflation  play 

New  ORLEANS-based  Freeport- 
McMoRan  Inc.  owns  70%  of  Free- 
port-McMoRan  Copper  &  Gold  Inc., 
whose  Indonesian  mining  operation 
is  one  of  the  world's  largest,  lowest- 
cost  gold  producers.  Freeport  - 
McMoRan  plans  to  distribute  all  its 
shares  in  the  mining  outfit  to  Free- 
port- McMoRan  shareholders  once 
the  IRS  declares  the  distribution  a  tax- 
free  spinoff.  But  the  ruling  could  take 
six  months  to  get. 

Dan  Camphausen,  a  Chicago  bro- 
ker for  Oppenhcimer  &  Co.,  doesn't 
mind  waiting.  With  the  price  of  gold 


Freeport  mine  in  Indonesia 
Gold  at  a  discount. 


on  the  rise,  he  says  the  delay  gives 
investors  time  to  buy  Freeport- 
McMoRan  stock  (recent  NYSE  price, 
19V4)  as  a  vvav  of  getting  Freeport- 
McMoRan  Copper  &  Gold  (24%)  at 
a  discount. 

Camphausen  is  betting  that  Free- 
port- McMoRan  holders  will  receive 
at  least  three-quarters  of  a  share  or 
more  of  Freeport- McMoRan  Copper 
&  Gold  for  each  of  their  Freeport  - 
McMoRan  shares.  That  paper  alone 
would  be  worth  almost  the  current 
price  of  Freeport- McMoRan  shares. 
Yet  Freeport-McMoRan  also  owns  a 
51%  controlling  interest  in  publicly 
traded  Freeport- McMoRan  Resource 
Partners,  LP  ( 17Vi),  a  leading  produc- 
er of  phosphate  fertilizer,  plus  $100 
million  to  $200  million  of  miscella- 
neous assets.  Camphausen  estimates 
the  partnership  units  and  these  other 
assets  are  worth  at  least  $6  per  Free- 
port-McMoRan  share. 

Furon  flying 

Right  on,  Furon,  says  analyst  Can- 
dace  King  Weir  of  Albany,  N.Y.'s  CL 
King  &  Associates  about  $300  mil- 
lion (estimated  sales)  Furon  Co.  The 
company  makes  products  from  spe- 
cially formulated  high-performance 
plastics.  Recent  o-t-c  price,  18. 

Based  in  Laguna  Niguel,  Calif, 
Furon  designs  most  of  its  products 
specifically  to  a  customer's  needs.  The 
primary  products  are  industrial  seals, 
specialty  wire  and  cable,  hose,  poly- 
mer bearings,  valves  and  tubing.  Fur- 
on's  leading  customers  include  manu- 
facturers of  heavy-duty  trucks,  indus- 
trial equipment,  electronics  and 
medical  devices. 

Since  March  1992  Furon  has  sold 


five  operations  not  related  to  its  c  - 
business.  A  sixth  division,  strucj|ia  ; 
bearings,  has  been  slated  for  sal< 
currently  is  profitable  and  grov 
Meantime,  the  company  has  ii 
capital  improvements  to  incj 
manufacturing  efficiency,  and  ex 
to  consolidate  two  California  pi 
by  later  next  year.  Sales  and  mark^ 
also  has  been  reorganized  around 
tomer  segments,  as  opposed  tc 
cused  on  operating  divisions.  Fir 
over  the  last  3V2  years  Furon 
slashed  its  long-term  debt  by  60' 
just  $24  million. 

Weir  estimates  that  in  the  fiscal 
ending  Jan.  31, 1995,  Furon  will 
$1.20  a  share,  up  30%.  She's  loo 
for  a  38%  gain,  to  $1.65,  the  fol 
ing  year.  Weir  argues  the  stc 
cheap  at  just  11  times  next 
anticipated  earnings.  There  are 
million  shares 
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Mitchell  on  the  rehounc 

Shares  of  Mitchell  Energy'  &  Dfl 
opment  Corp.  hit  27%  last  year, 
have  since  drifted  into  the  teens 
weakness  in  natural  gas  prices.  Du  teeth 
Phelps  energy  analyst  Thomas  L 
thinks  the  time  has  come  to  get 
into  Mitchell. 

The  $906  million  (fiscal  1995 
mated  sales)  company  is  a  leac 
independent  producer  of  natura! 
and  oil,  and  owns  interests  in  ra 
than  60  natural  gas  processing  pla 
It's  also  in  real  estate  developmer|n,i&;  i 
Texas,  mainly  through  its  huge  r 
ter  planned  community  The  Wa 
lands,  just  north  of  Houston 
Woodlands  serves  as  base  to  Mite 
and  several  technology  compa. 
(  Forbes,  June  20). 

Mitchell  has  23.6  million  Clasflomc 
voting  shares  (recent  NYSE  price, 
63%  of  which  are  owned  by  foun 
and  Chairman  George  Mitchell,  7 
Forbes  Four  Hundred  mem 
There  are  also  29.2  million  Clas 
nonvoting  shares  (17),  47%  ownec 
Mitchell. 

Mitchell  has  a  one-third  interesi 
a  methyl  tertiary  butyl  ether  plant 
recently  started  production,  m  i  be 
key  ingredient  for  making  refornu 
ed  gasoline,  which  the  industry  wi 
required  to  sell  in  select  areas  be 
ning  in  January.  Lewis  expects 
plant  will  soon  contribute  to  Mit 
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.■arnings. 

ice  the  beginning  of  the  current 
year  Mitchell  also  has  sold  or 
racted  to  sell  some  $166  million 
;sets,  including  its  land  drilling 
as  well  as  marginal  oil  and  gas 
erties.  Mitchell  is  using  the  pro- 
js  from  the  sales  to  cut  its  long- 
debt  (currently  about  $950  rnil- 
,  lowering  its  interest  expenses, 
twis  estimates  that  Mitchell  will 
50  cents  a  share  in  the  current 
1  year,  ending  next  Jan.  31,  and 
tents  the  following  year.  He  also 
lates  that  next  year,  thanks  to 
oved  demand  for  gas  and  ex- 
iling margins,  Mitchell  will  gener- 
4.40  a  share  of  cash  flow.  So  the 
c's  selling  for  only  a  cheap  four 
s  projected  cash  flow.  Lewis 
<.s  the  stock  will  get  back  to  25, 
above  current  levels,  over  the 
1  12  months. 

date:  Viacom 

r  SPRING,  before  the  Viacom-Par- 
lunt  deal  was  consummated, 
ly  arbs  dumped  Paramount  shares 
iuse  they  couldn't  figure  out  what 
(package  of  Viacom  paper  would 
rorth  to  them.  In  great  part  that 
would  depend  on  how  much 
I  Street  thought  Viacom  B  stock 
■worth.  At  the  time  Viacom  B  sold 
lust  22%,  down  from  around  60 
|>re  the  deal  was  announced, 
ii  the  low  20s,  Los  Angeles  money 
tager  David  Millison  thought  Via- 
|l  was  as  low  as  it  was  likely  to  go. 

i  under  the  worst  circum- 
ees — if  Viacom's  then  proposed 
ger  with  Blockbuster  Entertain- 
it  busted — Millison  bet  Viacom  B 
Id  still  hit  30  over  the  next  year. 
omc  run  for  Millison.  Less  than 
a  year  later  the  Viacom-Block- 

:er  merger  has  gone  through  and 
:om  B  was  recently  trading  at 
a,  up  over  70%. 

^hat  does  Millison,  who  sold  at 
think  now?  "I  can't  tell  you  to  go 
\  the  stock  because  it's  underval- 
on  future  earnings,"  he  says, 
it  I  will  say  that  with  the  Block- 
er merger  having  happened,  and 

ii  various  asset  sales  having  taken 
^e  or  expected  to  occur,  a  lot  of 
d  news  has  already  been  factored 
I  Viacom's  share  price,  so  for  now 
probably  pass."  ■ 

5es  ■  October  24,  1994 
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THE  SCOTCH  MALT  WHISKY  SOCIETY 

invite  you  to  taste  a  collection  of 
Rare  &  Unique  Single  Malt  Scotch  Whiskies 

THE  HILTON  TOWERS,  CHK  AGO,  IL,  1VESDAT,  NOV.  8,  1994 
THE  TOWER  CLUB,  DALLAS,  TX,  WEDNESDAY,  NOV.  9,  1994 
THE  BRA  EM  A  R  COUNTRY  CLUB,  LOS  ANGELES,  CA,  THURSDAY,  NOV.  10,  1994 
THE  SAN  FRANCISCO  HILTON  &  TOWERS,  SAN  FRANCISCO,  CA,  FRIDAY,  NOV.  11,  1994 
TURNBURRY  ISLE  COUNTRY  CLUB,  MIAMI,  FL,  TUESDAY,  NOV  15,  1994 
THE  ST.  MOR IT/  HOTEL,  NEW  YORK,  NY,  WEDNESDAY,  NOV  16,  1994 

6:30-8:30  p.m. 
$40.00  per  person 
Tickets  Can  Be  Purchased  By  Advanced  Registration  Only. 
For  Information,  Call  Toll  Free: 

(800)  990-1991 


Xerox  Chairman  &  CEO  Paul  Allaire  brings 
uncommon  intelligence  to  New  York  City  BalL 


Paid  Allaire  speaks  with  David  Finn,  board  member 
of  the  Business  Committee  for  the  Arts,  and 
Chairman  of  Ruder-Finn,  about  the 
importance  of  innovative  collaborations 
between  business  and  the  arts. 


NYCB  apprentices  Rachel  Rutherford  and  Edward  Liang  with  Paul  Allaire,  photo:  David  , 


The  Art  of  Leadership 


"Art  was  definitely  not  part  of  my  life 
when  I  was  a  child  growing  up  on  a  farm 
in  Massachusetts.  Nor  did  I  have  much 
exposure  to  the  arts  in  engineering 
school.  But,  I  had  the  good  fortune  to 
marry  a  student  of  the  decorative  arts  and 
to  get  a  job  as  an 
engineer  in 
Germany  where 
I  was  surrounded  by  great  art.  My  cul- 
tural education  began  with  visits  to  most 
of  the  great  museums  and  cathedrals  in 
Europe." 

"Years  later  when  I  was  transferred  to 
England,  I  discovered  the  ballet.  To  me, 
the  Royal  Ballet  in  London  was  magic. 
Our  family  went  there  religiously,  and  we 
have  continued  to  be  devoted  to  the 
ballet  ever  since. 

"Xerox  has  long  been  a  major  contrib- 
utor to  the  arts.  But,  I'm  sure  that  a 
CEO's  cultural  interests  always  have  a  bear- 
ing on  special  projects  that  the  company 
gets  involved  in.  One  particularly  satisfy- 
ing  contribution  has  been  our  long  rela- 
tionship with  The  Boys  Choir  of  Harlem. 
I  joined  the  board  some  fifteen  years  ago, 
and  there  has  been  a  Xerox  executive  on 
theit  board  ever  since. 


"Another  case  is  a  recent  contribution 
that  Xerox  made  to  the  New  York  City 
Ballet.  I'm  on  the  Ballet's  board  and  at 
one  of  our  meetings  I  learned  how 
difficult  and  complicated  it  was  to 
schedule  rehearsals.  It  was  the 
responsibility  of  one  individual  artist  who 
coached  dancers  herself.  It  was  up  to  her 
to  figure  out  what  kind  of  rehearsal 
different  dancers  would  need  each  day. 
She  also  had  to  determine  who  the  coach 
should  be  and  what  room  could  be 
assigned  for  each  rehearsal.  This  has 
always  been  a  very  complex  process,  and 
schedules  could  not  be  prepared  until 
after  performances  were  over  each 
evening.  This  meant  that  dancers  would 
not  know  until  after  10P.M.  what,  where 
and  when  the  following  day's  rehearsal 
would  be.  When  things  went  wrong,  as 
they  often  did,  it  created  many  serious 
problems. 

"To  solve  the  problem,  we  set  up 
a  system  of  artificial  intelligence  to 

manage  all  the  necessary  information  by 
computer.  We  fed  into  the  system  all  the 
rules  the  scheduler  had  in  her  head,  all 
the  physical  constraints  of  the  facilities 
and  all  the  parts  of  all  the  ballets  in  the 


repertoire.  We  bought  the  necessary 
equipment  and  developed  the  program 
handle  the  information.  It  took  about 
months  to  accomplish  this  and  anothe 
six  months  to  train  everybody,  but  toe 
the  system  works  beautifully  and  the 
dancers  are  most  grateful. 

"It  was  an  especially  rewarding  expe 
ence  for  some  of  our  people  at  Xerox 
who  had  never  been  to  a  ballet  before 
and  who  learned  to  appreciate  it  as  a 
result  of  their  participation  in  the  proj 

"I  believe  Xerox  is  the  kind  of  comps 
that  will  always  be  involved  in  the  arts 
By  contributing  our  skills,  as  well  as  ow 
financial  resources,  we  fully  expect  to 
maintain  our  commitment  at  the  high 
possible  level." 

The  most  respected  companies  in  the  won 
are  involved  with  the  arts  in  altogether  ne 
ways.  To  form  an  alliance  that  meets  yom 
strategic  goals,  contact: 

Business  Committee 
for  the  Arts,  Inc. 

1775  Broadway 
New  York,  New  York  10015 
212  664-0600 

Prepared  as  a  public  service  by  A.D.  Lubow,  Inc. 
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more  things  change . . ." 
►  cars  ago  in  Forbes 

[ THE  ISSUE  OF  NOV.  I,  1924) 


e  trend  is  toward  bigness.  We  are 
ring  an  era  of  big  industrial  incor- 
tions,  big  railroad  systems,  big 
ng  consolidations,  big  buildings, 
panks,  big  power  plants  and  big 
y  companies,  big  stores  and  big 
is  of  stores,  big  labor  unions, 
big  airships.  Like  it  or  dislike  it, 
s  the  inevitable  trend." 

e  of  the  largest  industrial  enter- 
s  in  the  U.S.  has  organized  a 
ol  for  its  executives.  Schools  for 
men,  schools  for  clerks  and 
ols  for  other  employees  are  famil- 
But  a  school  for  executives  is 
ething  new.  Thus  far  the  experi- 
t  [seems]  gratifyingly  successful." 

years  ago 

M  THE  ISSUE  OF  NOV  1 ,  1 934 ) 

ould  Socialist  Upton  Sinclair  be 

ated  in  his  race  for  the  governor- 
of  California,  it  may  mark  the 
ng  point  in  the  national  trend 
rds  the  Left.  Should  he  win,  poli- 
s  elsewhere  may  be  encouraged 
come  still  more  radical.  No  other 

p  election  is  being  watched  with 

l  intense  interest." 

one  field  industrial  leaders  can 
nd  cooperation  peculiarly  accept- 
I  to  President  Roosevelt:  in  evolv- 
l  workable,  equitable  unemploy- 
it  and  old  age  insurance  plans, 
ial  legislation  is  surely  coming. 


That  tact  employers  should  frankly 
face.  Blind  obstruction  would  invite 
destruction,  not  salvation." 


Rendering  of 
Boston  Edison's 
huge  Weymouth 
plant,  under 
construction 
in  1924. 


50  years  ago 

(From  the  issue  of  Nov  1,  1944) 
"With  Democrats  as  well  as  Republi- 
cans now  wax  ing  the  banner  of  indi- 
vidual initiative  .  .  .  almost  nothing 
has  been  said  about  the  fact  that  one 
of  the  standard-bearers  in  the  national 
election  has  had  'business  experi- 
ence.' He  is  Harry  Truman,  hand- 
picked  by  Roosevelt  as  his  running 
mate  and,  presumably,  as  the  best 
qualified  Democrat  to  succeed  him  to 
the  presidency.  However,  like  every- 
thing else  in  the  Truman  record  be- 
fore 1940,  his  business  experience  is 
an  incidental  parenthesis  which  the 
Democrats  and  Truman  would  just  as 
soon  forget.  [It]  spanned  less  than  2 
of  Truman's  60  years." 

"There  are  more  unknown  factors 
than  ever  before  in  this,  the  country's 
first  wartime  voting  for  a  president 
since  Lincoln.  .  .  .  Now  it  looks  like  an 
extremely  close  presidential  election 
in  total  popular  votes,  and  may  be 
equally  close  in  the  electoral  college." 

25  years  ago 

(From  the  issue  of  Nov  1 ,  1969 ) 
"  'We're  in  a  cyclical  business,'  says 
Walter  E.  Schirmer,  the  astute  chair- 
man and  president  of  Clark  Equip- 
ment Co.  'We  figure  two  good 
years  and  then  one  bad  year.'  The 
trouble  is  that  the  market  is  treating 
1969  as  one  of  the  bad  years,  with 


In  1934  this 
Union  Pacific 
diesel  streamlin- 
er crossed  the 
continent  in  a 
record  two  days, 
nine  hours. 


Clark's  stock  down  from  40  last 
winter  to  the  low  30s,  while  actually 
it  is  one  of  the  good  ones — a  very 
good  one  indeed." 

"The  foreign  country  most  popular 
with  fund  managers  this  year  is  Japan, 
but  not  for  vacation  reasons.  With  the 
Japanese  stock  market  up  34%  last 
year  vs.  7.6%  for  Standard  &  Poor's 
500  stock  average,  the  fundmen  arc- 
on  a  buying  spree." 


10 


years  ago 


(From  the  issue  of  Oct.  22,  1984) 
"Office  space  is  filling  up  again — and 
rents  are  climbing  once  more — ac- 
cording to  a  21 -city  survey  by  the 
Office  Network  in  Houston.  The 
landlords'  dreamtown  is  Dallas, 
which  also  leads  in  new  office  con- 
struction, followed  by  New  York, 
Washington  and  Los  Angeles." 


As  vacant  office  space  fell,  office  build- 
ing boomed  in  major  U.S.  cities. 


"With  the  cost  of  health  care  in  the 
U.S.  rising  rapidly  and  the  number  of 
hospital  patients  down  by  8%  last  year, 
teaching  hospitals  face  a  crisis.  Where 
will  paying  patients  come  from? 
Houston's  St.  Luke's  Episcopal  Hos- 
pital goes  overseas  to  help  fill  its  open 
heart  surgery  unit.  In  Philadelphia  six 
teaching  hospitals  .  .  .  have  joined 
forces  in  hopes  of  importing  up  to 
1 5,000  patients  a  year  by  1987.  .  .  ." 

"The  vanishing  gasoline  station  may 
soon  be  joined  by  the  vanishing  gas 
station  attendant.  Stations  have  dwin- 
dled by  35%  in  the  last  decade,  until 
only  200,000  to  210,000  are  left 
(40,000  of  them  convenience  stores); 
about  70%  of  Americans  are  using 
sell  service  pumps."  Hi 
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For  corporations  to  be 
bedfellows  with  the  arts 
is  good  business  for  both. 
TIjc  architecture  that 
houses  a  company  is  a  more 
visible  statement  than  the 
president's  in  the  annual 
report.  Ditto  interiors, 
particularly  of  offices 
and  sometimes,  dramatically, 
in  plants.  For  solvent 
businesses,  support  of 
community  cultural  under- 
takings in  music,  drama, 
dance  creates  great  good- 
will. Also,  the  existence 
of  such  activities  is 
often  important  to  the 
executives  and  their 
families  that  companies 
want  to  keep  or  attract 
to  keep. 

-Malcolm  Forbes 


Life  is  like  a  grindstone: 
Whether  it  grinds  you  down 
or  polishes  you  up  depends 
on  what  you're  made  of. 
-Anonymous 

Why  is  it  no  one  ever 

sent  me  yet 
One  perfect  limousine, 

do  you  suppose? 
Ah  no,  it's  always  just 

my  luck  to  get 
One  perfect  rose. 
-Dorothy  Parkkr 


A  Text . . . 

O  the  depth  of  the 
riches  both  of  the 
wisdom  and  knowl- 
edge of  God!  How 
unsearchable  are  his 
judgments,  and  his 
ways  past  finding 
out!  For  who  has 
known  the  mind  of 
the  Lord  or  who  has 
been  his  counsellor? 
-Romans  11:33-34 


Sent  in  by  Nokolai  Sadik-Ogli, 
Lake  Worth,  Fla. 
What's  your  favorite  text? 
The  Forbes  Scrapbook 
of  Thoughts  on  the  Business 
of  Life  is  presented  to  senders 
of  texts  used. 


Alliance:  In  international 
politics,  the  union  of  two 
thieves  who  have  their 
hands  so  deeply  into  each 
other's  pocket  that  they 
cannot  separately  plunder 
a  third. 

-AM BROS K  BlERCE 

Why  is  the  press  America's 
showcase  for  freedom? 
Because  just  about  everything 
else  has  been  regulated. 

— CULLEN  HlGHTOWER 


Americans  are  the  only 
people  in  the  world  known 
to  me  whose  status  anxiety 
prompts  them  to  advertise 
their  college  and  university 
affiliations  in  the  rear 
window  of  their  automobiles. 
-Paul  Fussell 

The  noblest  deeds  are 
well  enough  set  forth  in 
simple  language; 
emphasis  spoils  them. 

-Jean  de  la  Bruyere 

Real  misanthropes  are  not 
found  in  solitude,  but 
in  the  real  world;  since 
it  is  experience  of  life, 
and  not  philosophy,  which 
produces  real  hatred 
of  mankind. 
-Giacomo  Leopardi 


Torts  are  lawyers'  "happy  hours 
Like  double  gins  and  fizz; 

Spelled  backward  tort  is  trot, 
Straight  to  the  bank,  that  is. 

-Art  Buck 

The  plastic  arts  are  gross 
arts,  dealing  joyously  with 
gross  material  facts.  They 
call,  in  their  servants,  for 
a  robust  stomach  and  a 
great  power  of  endurance, 
and  whiie  they  will  flourish 
in  the  scullery  or  on  a  dung- 
hill, they  fade  at  a  breath 
from  the  drawing  room. 
-Paul  Sickert 


Man  is  only  man  at  the 
surface.  Remove  his  skin, 
dissect,  and  immediately  you 
come  to  machinery. 

-Paul  Valery 

Nobody  talks  more  of 
free  enterprise  and  com- 
petition and  the  best  man 
winning  than  the  man 
who  inherited  his  father's 
store  or  farm. 
Wright  Mills 


Science  increases  our  power 
in  proportion  as  it  lowers 
our  pride. 

-Claude  Bernard 

More  than  9,000  "Thoughts,"  indexed  by  author  and 
subject,  are  available  in  a  three-volume  boxed  set  at 
$69.50  ($27.50  per  volume  if  purchased  separate- 
ly). Also  available,  a  one-volume  edition  of  over 
3,000  "Thoughts."  Price:  $27.50.  Send  check  and 
order  to  Forbes  Books,  P.O.  Box  11234,  Des  Moines, 
IA  50340.  Add  sales  tax  on  orders  in  New  York  State 
and  other  states  where  applicable.  For  faster  service 
call  1-800-234  4553  and  charge  to  your  credit  card. 


It's  easy  to  have  principles 
when  you're  rich.  The 
important  thing  is  to  have 
principles  when  you're  poor. 

-Ray  Kroc 

My  grandfather  was  cut  down 

in  the  prime  of  his  life. 

My  grandmother  used  to  say, 

"If  he  had  been  cut  down 

1 5  minutes  earlier,  he 

could  have  been  resuscitated." 

-Mark  Twain 
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It  is  pure 

EXCESS. 

Three  hundred  twenty  HORSES.  Twin -  sequential  TURBOS. 
Race-inspired  front  and  rear  double-wishbone  SUSPENSION 

cockpit  has  been  designed 

y  to  a  motorcycle  cowling,  If    that   doesn't   get   the  JUICES   going,    try  this. 

ing"  the  driver  in  the 

ent cluster for  maximum  thp    bes{    pQWER-TO  - WEIGHT    ratio    in    its  class, 

and  input.  ° 

and  does  0  to  60  in  4.6*  seconds.  The    1995  Toyota  Supra  TURBO. 
It'll  make  you  SCREAM  at  the  TOP  of  your  lungs. 
And  lie  awake  at  night,  DREAMING. 
Call    1  -800-GO-TOYOTA  for  a  brochure  and  location 


your  nearest  dealer. 


®  TOYOTA  SUPRA 

I  Love  What  You  Do  For  Me 


The  raw,  brute  power  of  this 
heavy-breathing  24-valve 
twin-turbo  will,  literally,  take 
your  breath  away. 


